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PREFACE. 



TariflF hearings were begun on July 25, 1921, pursuant to the 
following notice: 

United States Senate, 
Committee on Finance, 

July 2t, 1921. 

The (Dommittee on Finance will hold public hearings relative to the tariff at Wash- 
ington, D. C, beginning Monday, July 25, 1921. 

It is the purpose of the committee to hear first the proponents and opponents of the 
American valuation plan . 

The committee expects first to hear members of the Tari£f Commission and certain 
special agents of the New York customs office with respect to this plan upon Monday 
and Tuesday next. 

The committee expects to close the hearings upon the American valuation plan by 
Thursday next and tnen to take up the several schedules in order. 

Notices will be sent to all applicants for hearings as early as possible, advising them 
when they can be heard. 

In order to avoid duplication of arguments and suggestions it is requested that 
persons desiring to present the same character of information relative to any tariff 
Item as^ee upon one representative to present their views. 

The hearings will be conducted in room 312 of the Senate Office Building. Sessions 
will be held each day from 10.30 a. m. to 12 noon and from 2.30 p. m. to 5 p. m. 

It is desired that witnesses endeavor to prepare their statements in sucn form that 
their presentation will not require more than 30 minutes. 

Persons wishing to be heard should, if possible, apply to the clerk of the committee, 
prior to the date set for the hearings, for an assignment of time. In making such appli- 
cation the following information should be ^ven : Name, business address^ temporary 
address in Washington, business or occupation, the person, firm, corporation, or asso- 
ciation represented, and the item and paragraph of the tariff bill (H. R. 7456) con- 
cerning which testimony will be given. 

All briefs and other papers filed with the committee should have indorsed on them 
the item and paragraph of the tariff bill (H. R. 7456) to which they relate, and the 
name and address of the person submitting them, his business or occupation, the name 
of the person, firm, corporation, or association whom he represents. 

Boies Penrose, Chairman. 

The hearings were continued to and including August 31, 1921. 
Because of the unsettled and continually changing world conditions 
and the great length of time reauired to complete the tariff bill, 
it was decided to put the internal-revenue legislation ahead of the 
tariff bill. The tariff hearings were, thereiore, postponed, and 
resxuned November 3, 1921, and completed January 9, 1922. 

The stenographic minutes of each day's proceedings were first 
printed in preliminary form in 58 parts. Copies were sent to each 
witness with the request that he make necessary corrections for 
clearness in his statement and return the revised copy to the clerk. 
Such corrections have been observed in preparing the revised edition 
of the hearings. In this edition the chronologicfil order of the state- 
ments has been disregarded (except that of American Valuation and 
Dyes Embargo, Vol. I) and the oral testimony and the papers filed 
on each subject have been grouped and arranged, as nearly as 
practicable, according to the paragraphs of the tariff bill as it 
passed the House. 

Ill 
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IV PREFACE. 

The revised hearingjs were first indexed and printed in separate 
volumes, each containing only the testimonv relative to a particular 
schedule. Three additional volumes were also printed, one contain- 
ing the testimony relative to the American valuation plan, one the 
testimony relative to the dyes embargo, and the other that relative 
to the special and administrative provisions of the tariff bill and testi- 
mony relative to certain paragraphs that was taken too late for incor- 
poration in the proper volume. 

The hearings are here consolidated in 8 volumes (each indexed 
by name and subject), including a general index, arranged as follows: 



CONTENTS OP VOLUMES. 

Volume I: " Page. 

American Valuation 1-342: 

Dyes Embargo 343-775 

Volume II: 

Schedule 1. Chemicale, Oils, and Paints 777-1344 

Schedule 2. Earths, Earthenware, and Glassware 1345-1605- 

Volume III: 

Schedule 3. Metals and Manufactures of 1607-2101 

Schedule 4. Wood and Manufactures of 2103-2172: 

Schedule 5. Su»r, Molasses, and ^fanufactures of 2173-241 7 

Schedule 6. Tobacco and Manufactures of 2419-2554. 

Volume IV: 

Schedule 7. Agricultural Products and Provisions 2555-329^' 

Schedule 8. Spirits, Wines, and Other Beverages V 301-3302* 

VOLUME V: 

SchediUe 9. Cotton Manufactures 3303-3441 

Schedule 10. Flax, Hemp, and Jute, and Manufactures of 3443-3523- 

Schedule 11. Wool and Manufactures of 3525-3766 

Schedule 12. Silk and Silk Goods 3767-3869 

Schedule 13. Papers and Books 3871-3982: 

Schedule 14. Sundries .".... 3983-4365. 

Volume VI: 

Free List i 4367-5059 

Volume VII: 

Special Proviwons 5061-5099 

Administrative Provisions >. 5101-5113 

Appendix 5115-542a 

Volume VIII: 
General Index. 
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Schedule 3. ' '' '.-.. 
METALS AND MANUFACTUR'i^/QF. 



DIGEST OF DTFOEHATIOir BEUTIVa TO MUTiTB^^.... 

STATEMENT OF HEBBEBT W. SMITH, WASHINGTON, D. C, BEPJC^- 
SENTINO THE AMEBICAN MmiNO CONGBESS. 

Mr. Smith. My name is Herbert W. Smith, 841 Munsey Building, 
Washington, D. C. I serve as chief of the division of mineral tariffs 
of the American Mining Congress. I am here to suggest certain 
revisions for the consideration of the committee and certain changes 
in the schedules of H. R. 7456 which affect the mining industry. It 
will be necessary to touch briefly on all the different paragraphs 
which. affect the 27 different minerals; and to conserve the tune of 
the committee I have prepared for your reference a statistical chart 
giving the present tarin classification; the imports from foreign coun- 
tries of the materials produced bv these industries, based on prewar, 
war-time, and present figures: tne countries from which imported; 
the labor cost per diem in those respective coimtries; the relative 
trade balance of those countries with tne United States; their present 
exchange rates; the nature and extent of ore deposits, foreign and 
in the United States; the cost of production abroad and here; the 
prevaihng prices for thfe commodities, prewar, war-time, and present; 
the annual production of the United States, prewar, war-time, and 
present; the States in tvhich produced, showing the localization of 
production; the number of people dependent on the industry for 
support; the approximate investment in the industry; the present 
condition of the industry, and the particular problem it is facing 
wherefore it needs a tariff; the probable relative percentage oi 
mineral that will be constmied under a correct tariff, the tariff which 
has been requested by the industry for its protection, and the tariff 
recommended in H. K. 7456. 

Senator La Follette. Will you give the sources of your infor- 
mation with regard to foreign production ? 

Mr. SAaxH. Yes. This chart gives these statistics on the following 
materials: Antimony, arsenic, asbestos, barytes, bismuth, cadmium, 
chromite, feldspar, fluorspar, graphite, gypsum, kaolin, lead, lime, 
manganese, magnesite, marble, mica, molybdenum, monazite and 
thorium, pyrites, pumice, potash, quicksilver, talc, tungsten, and 
zinc. 

I shall not offer thig for the record, because in my work with the 
Ways and Means Committee a great deal of this material has been 
submitted to the committee, and it is of record in different form. I 
offer it for the use of the members of this committee, and if you wish 
to make it a part of the record you may do so. 

Senator Smoot. You better put it in the record. 

Senator Watson. Yes; because that appears to be a very valuable 
statement. 

1607 
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1608 TARIFF- HEARINGS. 

Senator Smoot. I h&w -^^^^AiJained it, Mr. Smith, and I think it 
ought to go into the reCi^Srii.'* You handed me one of those charts the 
other day. 

Senator Watsqic. Are you satisfied with the rates ? 

Mr. Smith. .Y^esV on the whole. As to those in connection with 
which the isstiefs. involved have been carefully considered and ad- 
justed satisfactorily by the rates fixed by the Ways and Means Com- 
mittee,- .as far as possible I shall not take it up for discussion. 

Oa *ar&emc, in Schedule 1, paragraph 1, the committee has recom- 
meiicled a duty of 25 per cent ad valorem — on arsenic acid, arsenious 
afcrd, or white arsenic. 

The production of arsenic in this country was greatly accelerated 
by the cutting off of imports during the war, and both our by-product 
production from domestic smelters and our production from original 
arsenious ores were increased. The development of the original 
arsenious ores is the permanent and most valuable portion of the 
development. In western Nevada and eastern California, which pro- 
duce the arsenious ores, millions of tons have been opened up and are 
of a commercial grade suitable to refining for the arsenic alone. 

Heretofore the production of arsenic in this country has bee^ a 
by-product smelter production, and a large volume of it still is. 

The rate of 25 per cent ad valorem has two disadvantages: First, it 
has the disadvantage that an ad valorem rate always nas, that it 
off era least protection when needed most; and, second, with the 
particular problem that the industry is facing now it would not give 
the industry under present conditions the protection that it nee(fe to 
carry it over until times get back more nearly to normal. 

An amendment is therefore suggested to paragraph 1, Schedule 1, 
lines 19 and 20. We suggest thefoUowing amendment: 

Line 20, "paragraph 1, Schedule 1, following the comma after the 
word "areenic," insert *' cents per poimd/' 

I do not suggest the rate per poimd to the committee, but it will 
range between 3 to 5 cents, depending on the decision of the commit- 
tee lollowing its investigation of the subject. It should not be less 
than 3 cents per pound, and more than 6 cents a pound is not needed. 

On bary tes the Ways and Means Committee recommended a rate of 
$4 per ton on crude bary tes ore and $7.50 on ground or manufactured. 

senator Watson. Wnat paragraph is that! 

Mr. Smith. Schedule 1, paragraph 64. 

I suggest for the earnest consideration of the committee the presen- 
tation which was made to you by the Hon. Marion E. Rhodes, of 
Missouri, who is thoroughly conversant with the barytes problem, and 
the rates which he suggested for vour consideration. 

Bismuth, which is now and alwavs has been on the free list (par. 
1523), is a by-product smelter production, which was accelerated by 
the war and the continuance of which is vitally necessary not onlv 
chemically but for the reason that, being a bv-prqduct production, if 
the price is not permitted to reach a point where it is worth while to 
save the bismuth it will not be produced. If the material is not 
entirely lost, it goes off into the furnace slag, and the cost which is 
assigned to bismuth production as a by-product of smelting is always 
merely the cost of the last operation, tne cost of converting it. There 
is no charge against it for mining, no charge against it for concentra- 
tion, no charge against it for ore treatment. 
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METALS AND MANUFACTURES OF. 1609 

Whenever the price of bismuth drops below the cost of the last 
process, not only is that portion of the industry lost, but that material 
IS irrevocably lost also. 

It is suggested, therefore, for the consideration of the committee, 
that bismuth be removed from the free list and placed in the metal 
schedule carrying a rate of 25 cents per pound. 

Cadmium is a similar metal produced similarly by by-product pro- 
duction in smelting, and is also lost wherever the price is not sufficient 
to warrant the last process of manufacture. It is suggested, also, for 
the consideration of the conunittee, that cadmium be mcluded in the 
metal schedule at a rate of 25 cents per poimd. 

I might say that neither bismuth nor cadmium was a mooted point 
before the Ways and Means Conamittee. This issue was brought 
before the conunittee too late for its consideration, and it is here pre- 
sented for the first time. Briefs on these two metals will be filed with 
your conunittee. 

On graphite the conunittee has indicated a rate of 10 per cent ad 
valorem, which has the same disadvantage that I have already 
spoken of as to ad valorem rates; and from the work that I have done 
on these mineral tariffs I only feel that I can unqualifiedly indorse the 
recommendations that have been made to you by the graphite pro- 
ducers for the protection of their product. The protection that they 
ask for is fully justified and will result, within, I suppose, 5 to 10 years, 
in an improvement even greater in the manufacturing graphite 
industry tnan would otherwise follow, because of the greater facility 
of use of the American graphite after the trade practice has once 
become accustomed to it. 

Senator Smoot. The producers have a number of suggestion* 
The last one wanted a rate on lump of 3 cents and on flake 6 cents. 

Mr. Smith. I would say that the lowest rate that the committee 
should consider which would offer any inducement to engage in 
graphite production was the rate recommended by Mr. Herbert 
Jomison. It was an ad valorem rate, having the disadvantages that 
ad valorem rates have. There appeared brfore jrou also Mr. Sharp, 
who recommended the rates in the original graphite biU. Those are 
adequate with the exception of the rate on amorphous graphite, 
which is not included therein. 

Senator Smoot. Mr. Sharp wanted 1 cent on flake graphite. 

Mr. Smith. The rates that Mr. Weed has recommended to you are 
particularly appUcable to his portion of the flake-graphite industry. 
They also cover the amorphous industry of which I spoke. 

It is probable that Mr. Weed's rates are arranged to mesh in 
together better than any of the other rates that have been suggested. 
Compared from a standpoint of relative highness there are differences 
both ways, especially when you include the 35 per cent ad valorem 
rate. 

A side issue has come up with regard to the lead schedule which 
does not affect the lead scnedule itself, but affects the manufacture 
of lead. That is paragraph 320, electric storage batteries. 

Electric storage battenes are made up in tneir component mate- 
rials of greatest weight and greatest value entirely of lead in the form 
of lead oxides and lead bars. Electric storage batteries have here- 
tofore been in the basket class of the metal schedule. This time they 
ask for special consideration as a separate issue, and they were placed 
in a separate paragraph. 
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1610 TABIFF HEARINGS. 

Senator Watson. What paragraph ? 

Mr. Smith. Electric storage batteries and parts thereof, paragraph 
320, page 5 1 . [Readmg :] 

Electric storage batteries and parts thereof, storage battery plates, and storage bat- 
tery plate material, wholly or partly manufactured , all the foregoing not specially 
provided for, 30 per centum ad valorem. 

The storage-battery manufacturers will petition your committee for 
an increase m that rate to 40 per cent ad valorem, for the reason 
that with the duties provided on lead, which are no more than ade- 
quate to protect the lead industrv, in fact they are not sufficient to 
protect it in the present status of business, the basic part of a stor- 
age battery could come into this country in the form of busbars, 
which would bear, as a storage-battery part, a rate of 30 per cent ad 
valorem, which would be less than the duty on the same material if 
it were classified as pig lead. 

That is, this schedme offers opportunity not only for false entry 
and misrepresentation in importmg by simply a slightly different 
description of two articles that are very similar, but it offers oppor- 
tunity for bringing it in in that way and then marking it '* manu- 
factures'' of lead, which bear relatively a greater duty, and it puts 
Ihe storage-battery manufacturers at a disadvantage which a rate of 
40 per cent would take care of. 

That is rather a detailed problem. If there are any Questions that 
the committee wish to ask on that particular matter I snoxild be glad 
to go into it. 

Senator Cuktis. Have you a memorandimi that you can leave 
with the committee? I notice that you are reading from some 
memorandum. 

Mr. Smith. No, sir. These are just odd m^noranda that I have 
covering a list of the subjects I must take up with the committee 
to-day. The storage-battery people will file with your committee a 
brief covering the detailed issues lully. 

On the question of manganese, that matter has been exhaustively 
gone into by your committee as it was by the Ways and Means Com- 
mittee, and the rates on manganese were finally arrived at by the 
Ways and Means Committee after they had very vigorously trimmed 
down the original request. It was the feeling of the committee when 
the rates were finally arranged that they had cut them to the bone. 

I wish to submit for the interested observation of the committee 
some maps on manganese production and manganese reserves in this 
country which have been prepared from data which we have accumu- 
lated in the past few years. 

In the discussion of the manganese issue expressions were used such 
as ''no deposits of manganese ore" and ''no shipments of manganese 
ore except an occasional carload," which did not adequately represent 
the real situation. 

This map [exhibiting] gives the production of manganese for 1918 
from the following States: Alabama, Arizona, Arkansas, Calif omia, 
Colorado, Georgia, Minnesota, Montana, Nevada, New Mexico, Ten- 
nessee, Texas, Utah, Virginia, Wisconsin, and scattering States — show- 
ing a production for that year of 305,869 tons shipped to market and 
used, and 1,386,301 tons of ferruginous manganese; so that in 1919 
the United States produced more high-grade manganese than any 
other coimtry in the world except Brazil, wiich produced 360,000 tons. 
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t 

Counting the femijginous manganese, the total of manganese ores 
produced in the United States was greater than the combined produc- 
tion of all the rest of the world for 1918. 

Together with that is a map of potential manganese-ore reserves 
from the same States, which has been assembled &om the consensus 
of engineering statements from engineers who have been in charge of 
the properties and engineers who nave investigated these properties 
on an independent basis. It does not bear the same authenticity as 
a Government report, but it has been honestly assembled, and the 
information in it has been vouched for as accurately as is at all possible. 

On the question of manganese and f erromanganese you raised the 
point yesterday. Senator Smoot, with regard to the dividing Une: 
and joxx are quite right in saying that the dividing line is diflBcult of 
adnunistration. They have set an arbitrary point of 45 per cent of 
manganese as the spUt between spiegeleisen and ferromanganesa 
That is not where the spUt occurs. 

In the manuf actiu'e of alloys of manganese and iron there is manu- 
factured a manganese pig iron which contains varying percentages of 
manganese, rimning from 1 per cent up to 10 or 12, depending upon 
the grade of the ore. The manganese contained in that type of pig is 
of equal value in furnace use, depending on the amoxmt of the mate- 
rial that is in it. When you go up to 23 per cent of manganese you 
have the top limit of spiegel. 

Senator Smoot. Thirty per cent, is it not ? 

Mr. Smith. I may be incorrect on that, but I have looked it up 
quite recently. The ranges on commercial grades with which I am 
familiar are from 18 to 23 per cent. Then there is a product of 80 
per cent. Eighty per cent is the standard grade for ferro. During 
the war it was reduced to 70 per cent, so that our furnaces could be 
speeded up. 

In the relative cost of manufacture you can take a ferruginous 
manganese ore and make a manganese j)ig; you can take a high-grade 
ferruginous manganese ore and make spiegel, or you can take a low- 
grade ferruginous manganese ore and by adding a little manganese 
make spiegel. But to make 80 per cent ferro requires at least 40 per 
cent manganese ore. 

You know, metallurgically, that when you build an alloy up to this 
point your losses increase tremendously. 

I would suggest for the consideration of the committee, therefore, 
that this 45 per cent arbitrary line be moved to 30 per cent, as you 
suggest, as being the top hrait of spiegel. 

Senator Curtis. Have you verified your figures ? Why not make 
it what it ought to be — 23 per cent, if that is the figure \ Why can 
not you and Senator Smoot agree as to whether you are right or he is 
right ? 

Senator Smoot. He is perfectly satisfied to take 30 per cent. 

Senator Curtis. If that is not the correct figure^ 

Senator Smoot. I am quite satisfied that you will find it is 30 per 
cent, up to 30 per cent. 

Mr. Smith. There would be no grades between those two points of 
23 and 80 per cent manufactured. 

Senator Smoot. Could you tell me what the real cost is for con- 
verting manganese ore into f erromanganese ? 

Mr. Smith. Prewar costs on conversion were around thirty to forty 
dollars per ton of ferro, that is up to between 1914 and 1915. 
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1612 TARIFF HEARINGS. 

Senator Smoot. You mean f erromanganese, 80 per cent ? 

Mr. Smith. Yes, sir; 80 per cent ferro. 

Senator Smoot. How many tons of ore did that take ? Take the 
average of high grade, beginning with 40 per cent. 

Mr. Smith. It takes about 2^ tons of manganese ore, 40 to 50 per 
cent ore, to make 1 ton of 80 per cent ferro. 

Senator Smoot. That is what I wanted to get at, the conversion 
cost. 

Mr. Smith. The ratio is 110 units of manganese to 80 units of ferro. 

Senator Smoot. That is true. They ask for $15 difference, you 
know. 

Mr. Smith. Yes, sir. 

Senator Smoot. I will figure it out. I ^ree with you as to the 
percentages. I will figure it out later. 

Mr. Smith. These costs on the manufacture of ferro are a Uttle bit 
difficult to give, because there are no independent producers of ferro 
operating. The latest costs on ferro were around $65 per tori. 

Senator Smoot. I mean what it actually costs in laoor to convert 
2^ tons of manganese ore into 1 ton of ferromanganese. 

Mr. Smith. That is the ratio that we would have to figure on. 

Senator Curtis. I wanted to ask you one question. I notice in 
running over your figures as to the cost of labor in the production of 
magnesite that in Austria it is 62 cents a day. The testimony 
before our committee last January was from the American company 
which owns Austrian mines, to the 6ffect that they had to pay their 
labor $1 a day. 

Mr. Smith. There has been a marked depreciation in exchange 
since then. This is my memory of it, but I can not verify it, that 
there was also testimony introduced to show that there were a great 
many women employed in the mining industry in Austria which 
means a lower wa^e level than $1 per day. 

On pyrites the industry requests on cuprous and cupriferous or 
iron pyrites $4 per ton. Pyrites is on the free list (par. 1663) ; and we 
recommend for the earnest consideration of the committee the 
inclusion of it in Schedule 3 or Schedule 2, whichever would be the 
proper classification, at the rate suggested. 

On quicksilver a sHght adjustment between the rate as su^ested 
of 35 cents per pound and the rate provided in the chemical schedule 
wiU be necessary, because the rate now provided was introduced on 
the floor of the House too late for the rates in the chemical schedule 
to be altered in conformity with it. It is a difference of about 3 
per cent ad valorem on the basis of American valuation. 

On zinc we recommend for the consideration of the committee 
the changes suggested by Mr. Ruhl and the other gentlemen who 
appeared before you, one of which changes is due to a similar cir- 
cumstance to the one I suggested, namely, the inclusion of the tem- 
porary provision as a permanent provision late in the consideration 
of the bill. 

Senator Smoot. Mr. Ruhl wanted the temporary provision made 
permanent? 

Mr. Smith. Yes; but there were two temporary provisions. One 
was made permanent, and one of them was not, which leaves a 
disparity there which should be adjusted. 

On tin there has never been a duty before because in the considera- 
tion of other tariff bills we have never had a tin-smelting industry in 
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the United States. During the war three tin smelters started in 
operation using Bolivian ore, and the representative of one of those 
smelters appeared before the Ways and Means Committee and 
requested a duty on block tin and said he was wiUing, if it was the 
wish of the committee, to have included a duty on tin in ore. The 
rate asked for on tin in ore was 6 cents per pound and on block and 
pig tin li cents perpoimd, making a oiflFerential of 4 cents on the 
block tin. It was the conclusion of the committee that inasmuch 
as there was no tin ore in this country or no prospects of any, only 
the duty on the block tin should be provided. This was recommended 
at a rate of 2 cents per pound in paragraph 386. ' 

We suggest for tne consideration of the committee the revision 
of that to 4 cents per pound. It woxild still be no more than the 
rate of about 10 to 15 per cent ad valorem at the lowest market 
price of tin over a great many years; and this is an industry that is 
well worthy of fostering in this country. It represents an unmense 
investment and is the only true development of the tin industry that 
we can have — that is, by smelting the Bolivian and South American 
ores — and these smelters, unless they are adequately protected, will 
surely have to give up this operation because they can not compete 
without protection with Straits tin. For a new industry the rate 
which they are asking is very reasonable indeed. 

Witnesses have been before this committee on the schedules for 
aluminum with the allegation that the aluminmn industry was a 
monopoly that was vicious and had aflFected the almninxun mdustry 
adversely. The mining industry has no complaint against the alu- 
minum industry so far as its being a monopoly is concerned, either in 
the purchase of its raw materid or the sale of its finished metal. 
There is no reserve of essential raw material which is as abundant 
in this country or in any ooimtry as the raw material of aluminmn — 
bauxite. There are literally billions of tons of it in the United States, 
Mid the possibility of the control of the supply of this raw mate- 
rial would be absupd. It could not be done. We must determine 
whether we are going to foster competition in the aluminmn busi- 
ness between the existing aliuninum industry in this coxmtry and 
foreign imports or whether we are goinc to foster the foreign im- 
ports and not the domestic industry in tnis country. 

There have been developed on the Pacific coast within the last 
two years immense aluminmn industries which will use the water 
power on the coast rivers, particularly the Klamath River of Oregon, 
m the production of aluminum in lai^e quantities from bauxite. 

The development of aluminum in this country has resulted in a 
reduction in prices from $8 per pound in 1889 to 25 cents per pound 
price of aluminum to-day. Protection of the • aluminum industry 
oy tariff wiU mean lower prices, rather than higher, because, as the 
prior statement of prices shows, aluminum prices are dependent 
entirely on quantity of production, the larger the possible produc- 
tion in this coimtry the lower the possible price to the consumer. 
This has always been the record of tne industry. 

It was therefore recommended that aluminum be returned to the 
Payne- Aldrich basis of 7 cents per pound on block and pig and 11 
cents per pound on sheets and strips. However, the committee 
finally decided on 6 cents a poimd on the block and pig and 9 cents 
for strips, which, in view of the state of the industry and the fact that 
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it represents but from 16§ to 20 per cent ad valorem, is certainly as 
low a rate as the industry could stand. 

My time is exhausted. I shall not give the committee any general 
observations on the tariff. 

Senator Curtis. If you want to close now and the members of 
the committee want to ask you questions, of course 

Mr. Smith. I am at the service of the committee at any time. 

The Chairman. You may print any statement you desire, Mr* 
Smith, as apart of your remarks. 

Senator Walsh. I have been, unfortimatelj^, out of the room during 
3 our excellent presentation of the subject. Did you discuss graphite 1 

Mr. Smith. Yes, sir. 

Senator Walsh. If you come here on Monday I would like to ask 
you some questions on that subject, because I have letters from 
certain men protesting against this proposed duty. 

(The chart and maps referred to and submitted by the witness- 
were filed with the committee.) 

Digest op Information on Mineral Tariffs. 
[Compiled by the tariff division of the American Mining Congress.] 
ANTIMONY. ANTIMONY— continued. 



Present tariff classification: 
Prepared — 

Schedule C. 
Paragraph 144. 

Rate, 25 per cent ad valorem. 
Unit of measure, short ton. 
Ore- 
Free, list. 
Paragraph 396. 
Unit of measure, short ton. 
Tariff vroposed in 11. R. 74^6: 
Schedule 3. 
Paragraph SIS. 

Rale, 7i cerUs per pound oi\ antimony 
as rcgulus or metal. 
Imports from foreign countries: 
Prewar, 7,528 (1914). 
War time, 15,233 (1918). 
Present (latest available data), 10,143 
(1920); 
Imported from: 
Cliina. 
^fexico. 
Labor cost per diem: 
China, 45 cents. 
Mexico, $1.10. 
Relative trade balance of these countries 
\s'ith the United States: 
China — creditor. 
Mexico — debtor . 
Present exchange rates of these countries 
with the United States: 
China, 1 tael=71 cents. 
Mexico, 1 peso=51 cents. 
Nature and extent of ore deposits: 
Forekjn — 

China — large and cheaply mined. 
Mexican antimonial lead an im- 
portant source. 
Unitea States — Large resources: anti- 
monial lead stibinite deposits not 
developed. 



Cost of production: 

Foreign. 4i cents per pound. 
United States, 14 rents ])er pound. 
Prevailing prices: 

Prewar, 7 cents per pound. 
War time, 21 cents per pound. 
Present (latest available data), CJ 
cents per pound. 
Annual production in United States: 
Prewar, 2,705 short tons. 
War time, 24.377 short tons. 
Present (latest available data), 3,963 
short tons (e8timate<l.). 
States in which produreil: Alaska, Ari- 
zona, California, Colorado, Idaho, New 
Mexico, Ltah. 
Number of people dependent on this in- 
dustry for support: 11,000. 
Approximate investment in this industry: 

$10,000,000. 
Present condition in this industry and 
particular problem it is facing: Low 
Chinese and Mexican labor costs. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 40 per cent. 
United States, CO per cent. 
Tariff necessary to protect industry: 

10 cents per pound upon antimony 

salts and sulphuret. 
10 cents per pound on antimony as 
regulus or metal or matte contain- 
ing antimony, or in antimonial lead. 
8 cents per pound antimony content 
in antimonial ores. 

ARSENIC. 

Present tariff classification: 
Free list. 
Paragraph 403. 
Unit of measure, short tons. 



Digitized by 



Google 



METAJLS AND MANUFACTURES OF. 



1615 



ARSENIC — continued. 

Tariff proposedin H. R. 7456: 
Schedule 1. 
Paragraph 1. 

Rate, 25 per cent ad valorem on arsenic 
acid, arsenious add or white arsenic. 
Imports from foreign countries: 
Prewar, 1,594 (1914). 
War time, 1,847 (1918). 
Present (latest available data), 4,000 
(1920). 
Imported from: 
Canada. 
Mexico. 
Labor cost per diem: 
Canada. $2.50. 
Mexico, $1.10. 
Relative trade balance of these countries 
with the United States: 
Canada^I ebt or . 
Mexico — debtor. 
Present exchange rates of these countries 
with the United States: 
Canada, $1=89 cents. 
Mexico, 1 peso=51 cents. 
Nature and extent of ore deposits: 
Foreign — 

Canada — ^by-product from cobalt 

ores. 
Mexico — smelter by-product. 
United States — Large resources un- 
associated with other minerals and 
also as a by-product. 
Cost of production: 

Foreign, 6 cents per pound. 
United States, 11 cents per pound. 
Prevailing prices: 
Prewar, 14 cents. 
War time, 12 cents. 
Present (latest available data), 10 
cents. 
Annual production in United States: 
Prewar, 4,670 (1914). 
War time 6,323 (1918). 
Present (latest available data), 6,000 
(1920). 
States in which produced: California, 
Colorado, Montana, Nevada, Utah, 
Washington. 
Number of people dependent on this in- 
dustry for support: 1,500. 
Approximate investment in this indus- 
try: $5,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Operating, but not 
extending, due to lower foreign costs 
jeopardizing investment. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 25 per cent. 
United States, 75 per cent. 
Tariff necessary to protect industry: 5 
cents per pound of ASjOj (white 
arsenic). 



ASBESTOS. 

Present tariff classification: 
Manufactured — 
Schedule N. 
Paragraph 367. 

Rate, 20 per cent ad valorem. 
Unit of measure, short tons. 
Unmanufactured — 
Free list. 

Paragraph 406. 
Unit of measure, short tons. 
Tariff proposed in H. R. 7456: 
Schedule 14. 
Paragraph 1401. 

Rate, paper^ millboard made of long 
fiher^ electrical papers^ not exceeding 
0.05 inch in thickness. 8 cent^ per 
pound; made of other Jibers^ 1^ cents 
per pound; sheets' arid plates, l-Ji 
cents per square foot; wick and rope, 
18-56 cents per pound; yam, S2 
cents-fl.68 per pound; textile fabrics, 
42 cents-$1.40 per pound; all other 
manufactures, 20 per cent ad valorem. 
Imports from foreign countries: 
Prewar, none. 
Wartime, 134,108(1917). 
Present (latest data), 135,861 (1919). 
Imjwrted from: 
Canada. 
South Africa. 
England (manufactured). 
Labor cost per diem: 
Canada, $2.50. 
Africa, $0.50. 
Relative trade balance of these countries 
with the United States: Canada- 
debtor. 
Present exchange rates of these countries 
with the United States: Canada, $1=89 
cents. 
Nature and extent of ore deposits: 
Foreign — 

Canada— Large low-grade deposits 

extensively developed. 
South Africa — Both high and low 
grade deposits not so well de- 
veloped. 
United States — ^Large but unde- 
veloped, need large capital invest- 
ment. 
Cost of production: 

Foreign, 25 cents per pound. 
United States, 37 cents per pound. 
Prevailing prices: 

Prewar, $300 per ton (1914). 
War time, $1,800 per ton (1917). 
Present (latest available data), $2,000 

rr ton (1920). 
production in United States: 
Prewar, 1,479. 
War time, 1,683. 

Present (latest available data), 1.500. 
States in which produced: Arizona, Cali- 
fornia, Georgia, Maryland, New Mexico, 
Oregon, Vermont. 
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ASBESTOS — continued . 

Number of people dependent on this in- 
dustry for support: 100,000 (including 
manufactured). 
Approximate investment in this industry: 

125,000,000. 
Present condition in this industry and 
particular problem it is ^udng where- 
fore it needs tariff: Protection of manu- 
facturer necessary to develop ore de- 
posits for this market. No tariff asked 
on raw asbestos. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 95 per cent raw, 25 per cent 

manu^tured. 
United States, 5 per cent raw, 75 per 
cent manu^tured. 
Tariff necessary to protect industry: 

Paper: 5 cents per pound, paper mill- 
board and articles manufactured 
therefrom; 10 cents per pound, pa- 
per millboard manu^tured from 
long-fiber asbestos, and electrical 
papers not exceeding 0.005 inch in 
thickness. 
Sheets: IJ cents per square foot, 
asbestos in plates, with hydraulic 
cement not over 4 inch in thick- 
ness; 2* cents per square foot over 
i inch but not over } inch; 5 cents 
per square foot over } inch but not 
over i inch; 6 cents per square foot 
corrugated or otherwise not flat. 
50 per cent ad valorem in addition. 

BABTTES. 

Present tariff classification: 
Schedule A. 
Paragraph 51. 

Rate, 15-20 per cent ad valorem. 
Unit of measure, short tons. 
Tariff propoud in H. R, 7456: 
Schedule 1. 
Paragraph 64. 

RaUj $4 per ton on crude barytes ore; 
f7.50 per ton ground or manufac- 
tured; 1 cent per pound precipUated 
barium sulphate. 
Imports from foreign countries: 
Prewar, 24,243 (1914). 
War time, none. 

Present (latest available data), 10,000 
(estimated, 1920). 
Imported from: Germany. 
Labor cost per diem: Germany, 78 cents. 
Relative trade balance of these countries 
with the United States: Germany — 
debtor. 
Present exchan^ rates of these countries 
with the Umted States: Germany, 1 
mark=li cents. 



B A BYTES — continued . 

Nature and extent of ore deposits: 
Foreign — German deposits large. 
United States — Large deposits both 
developed and undeveloped in 
South and Middle West. 
Cost of production: 

Foreign, $1.50-$3.75. 
United States, $7.97. 
Prevailing prices: 

Prewar, $3.37 f. o. b. mine. 
War time, $8.02 f. o. b. mine. 
Present (latest available data), $10- 
$11.25 f. o. b. mine. 
Annual production in United States: 
Prewar, 52,747 (1914). 
Wartime, 155,368(1918). 
Present (latest available data),. 
180,000 (1920). 
States in which produced: Georgia, Illi- 
nois, Maryland, Missouri, North Caro- 
Una, South Carolina, Tennessee, Vir- 
ginia (18 other States, making 26 in all). 
Number of people dependent on thi» 

industry for support: 22,000. 
Approximate investment in this industry : 

$15,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Operating but not 
extending. Investment jeopsuxlized by 
low German costs and unmir German 
competition. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 20 per cent. 
United States, 80 per cent. 
Tariff necessary to protect industry: 
Barytes, crude, } cent per pound. 
Barytes, ground, IJ cents per pound. 
Banum sulphide, 14 cents per pound. 
Barium carbonate, 2 cents per pound. 
Barium binoxide, 2 cents per pound. 
Barium sulphate, 2 cents per pound. 
Barium chloride, 2) cents per pound. 
Barium lithopone, 2} cents per 

pound. 
Barium nitrate, 5 cents per pound. 
Barium peroxide, 8 cents per pound. 
All other barium compounds, 25 per 
cent ad valorem. 

BISltXTTH. 

Present tariff classification: 

Free list. 

Paragraph 418. 

Unit of measure, long tons. 
Tariff proposed in E, R. 7456: 

Free list. 

Paragraph 1523. 
Imports from foreign countries: 

Prewar, 133,190 (1914). 

War time, 75,611 (1918). 

Present (latest available data), 72,771 
(1920). 
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BISMUTH — continued. 

Imported from: 
England. 

South America (Bolivia). 
Labor coBt per diem: 
England, $2. 
Bofivia, $1.25. 
Relative trade balance of theee countries 
with the United States: 
England — debtor. 
Bolivia— creditor. 
Present exchange rates of these countries 
with the United States: 
England, £1=$3.83. 
Boh via. 1 boliviano=33 cents. 
Nature and extent of ore deposits: 

Foreign — England refines Australian 
ana Tasmanian ores cheaply; Bo- 
livia refines own ores. 
United States — Recovered as by- 
product of smelting, in quantities 
ample for domestic needs when 
market justifies. 
Cost of production: 

Foreign, $0.75-11.10 per pound. 
United States, $1.75-$2.14 per pound. 
Prevailing prices: 

Prewar, $2.05 per pound (1913). 
War time, $3.50 per poimd (1918). 
Present (latest available data), $1.35 
per pound (1921). 
Annual production in United States: 
Prewar, 213,554 (1913). 
War time, 318,187 (1917). 
Present (latest available data),269,834 
(1920). 
States in which produced: Colorado, 
Utah, California, Idaho, Missouri, 
Kansas. 
Number of people dependent on this in- 
dustry for support: Included in em- 
ployees of smelting industries. 
Approximate investment in this industry : 
Included in investments in smelting 
industries. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: This valuable metal 
contained in complex ores should be 
protected so its recovery is economi- 
caUv possible. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 25 per cent. 
United States, 75 per cent. 
Taiiff necessary to protect industry: 25 
cents per pound. 

CADMIUM. 

Present tariff classification: 

Free list. 

Paragraph 439. 

Rate, free. 

Unit of measure, pounds. 
Tariff proposed in H. K. 7456: 

Free list. 

Paragraph 1539. 



CADMIUM — continued. 

Imports from foreign countries: 
Prewar, 1,543 (1914). 
War time, none (1918). 
Imported from: 
Germany. 
England. 
Labor cost per diem: 
Germany, $0.78. 
England. ^. 
Relative traae balance of those countries 
with the United States: 
Germanv — debtor. 
England— debtor. 
Present exchange rates of those countries 
with the United States: 
Germany, 1 mark^l) cents. 
England, £1=$3.83. 
Nature and extent of ore deposits: 
Foreign — 

fiior to 1907 Germany sole pro- 
ducer. 
England produces less than Ger- 
many. 
United States- 
By-product; recovery newly un- 
dertaken since 1916; quantity 
recoverable sufiident for needs . 
Cost of production: 

Foreign, 75 cents per pound. 
United States, $1-$1.69 per pound. 
Prevailing prices: 

Prewar, 89 cents per pound (1914). 
War time, $1.48 per pound (1918). 
Present (latest available data), $0.75- 
$1 per pound (1921). 
Annual production in United States: 
Prewar, 54,198 (1913). 
War time, 207,408 (1917). 
Present (latest available data), 
129,283 (1920). 
States in which produced: Colorado, 
Utah, California, Ohio, lUinois, Dela- 
ware. 
Number of people dependent on this in- 
dustry for support: Included in em- 
ployees of Bmelting industries. 
Approximate investment: Induded in in- 
vestments in smelting industries. 
Present condition in una industry and 
particular problem it is fadng: Cad- 
mium recovery an intricate metollurgi- 
cal process developed during war which 
should be fostered and contmued. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 20 per cent. 
United States, 80 per cent. 
Tariff requested to protect industry: 25 
cents per pound. 

CHROMITB. 

Present tariff dassification: 
Free list. 
Paragraph 102. 
Unit of measure, long tons. 
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CHROMiTE — continued. 

Tariff proposed in H. R. 74-56: 
Free list. 
Paragraph 1544* 
Imports from foreign countries: 
Prewar, 80,736. 
War time, 100,142. 
Present (latest data), 61,404. 
Imported from: 
New Caledonia. 
Rhode^a. 
Canada. 
Costa Rica. 
Cuba. 
Labor cost per diem: 

New Caledonia, convict labor. 
Rhodesia, 75 cents. 
Canada, $2.50. 
Costa Rica, $1.25. 
Cuba, $2. 
Relative trade balance of these countries 
with the United States: 
New Caledonia — creditor. 
Rhodesia — creditor. 
Canada — debtor. 
Costa Rica — creditor. 
Cuba — creditor. 
Present exchange rates of these countries 
with the United States: 
New Caledonia, 1 franc=7 cents. 
Rhodesia, £1=$3.83. 
Canada, $1=89 cents. 
Nature and extent of ore deposits: 
Foreign — 

Rhodesia and Caledonia, exten- 
sive. 
Canada, scattered. 
United States — Extensive but unde- 
veloped. 
Cost of production: 

Foreign, $14 per ton. 
United States, $45 per ton. 
Prevailing prices: 
Prewar, $14.75. 
War time, $47.99. 

Present (latest available data), 
$37.50^$42.50. 
Annual production in United States: 
Prewar, 591 (long tons). 
War time, 82,430. 

Present (latest available data), 3,900. 
States in which produced: California, 
Colorado, Maryland, Oregon, Pennsyl- 
vania, Wyoming. 
Number of people dependent on this in- 
dustry for support: 2,500. 
Approximate investment in this industry: 

$4,500,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Completely col- 
lapsed. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 

Foreign, 60 per cent. 
United States, 40 per cent. 



CHROMITE — continued . 

Tariff nece«ary to protect industry: 
Ore, 60 cents per unit CrjOj. 
Refractories, 65 cents per unit CrgOa. 
Ferrochrome, llj cents per pound 

Cr content. 
Salts, 90 cents per unit Cr. 

FELDSPAR. 

Present tariff classification: 
Not listed. 
Rate, free. 

Unit of measiure, short tons. 
Tariff proposed in ff. R. 7466: 
schedule 2. 
Paragraph 207, 

RaUy fl per ton: days or earths not 
specially provided for. 
Imports from foreign countries: 
Prewar, 18,060 (1914). 
War time, 19,488 (1916). 
Present (latest available data), 20,232 
(1918). 
Imported from: Canada. 
Labor cost per diem: Canada, $2.50. 
Relative trade balance of these countries 
with the United States: Canada- 
debtor. 
Present exchange rates of these countries 
with the United States: Canada, $1=89 
cents. 
Nature and extent of ore deposits: 
Foreign — Extensive deposit*^. 
United States — Large, valuable de- 
posits; should 1^ more largely 
developed. 
Cost of production: 
Foreign, $3.25. 
United States, $5.15. 
Prevailing prices: 

Prewar, $3.46 (1915). 
War time, $3.40 (1917). 
Present (latest available data), $8.50 
(1918). 
Annual production in United States: 
Prewar, none. 

War time, 126,715 long tons. 
Present (latest available data), 88,498 
long tons. 
States in which produced: California, 
Connecticut, Georgia, Maine, Mary- 
land, New Hampshire, New Jersey, 
New York, North Carolina, Pennsyl- 
vania, Vermont, Virginia. 
Number of people dependent on this 

industry for support: 7,500. 
Approximate inve3tment in this industry: 

$5,000,000. 
Pre.-!ent condition in this industry and 
particular pro))lem it is facing where- 
fore it needs tariff: Large development, 
but primitive operations due to in- 
stability of market. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 20 per cent. 
United States, 80 per cent. 



Digitized by 



Google 



METALS AND MABUFACTUBES OF. 



1619 



FELDSPAR — continued. 

Tariff neceaeary to protect industry: |2 
per ton crude; |6 per ton ground or 
manufactured. 

FLUORSPAR. 

Present tariff classification: 
Not listed. 
Rate, free. 

Unit of measure, short tons. 
Tariff mopoud in H. R. 7456: 
Schedule t. 
Paragraph 207. 

RaUy f5 per Urn: Provided. That 1 
year after the pasmge of this act 
duty on dtujrgpar shall be f4 per ton. 
Imports from foreign countries: 
Prewar, 22,682 (1913). 
Wartime, 13,616(1917). 
Present (latest available data), 20,000 
(1920). 
Imported from: 
England. 
Canada. 
Labor cost per diem: 
England, $2. 
Canada. $2.50. 
Relative trade balance of these coimtries 
with the United States: 
England— debtor. 
Canada — debtor. 
Present exchange rates of these countries 
with the United States: 
England, £1=$3.83. 
Canada, $1=89 cents. 
Nature and extent of ote deposits: 

Foreign — Large tonnage comes in as 

ballast. 
United States — Large tonnage, good 
grade, widely distributed. Supe- 
rior to foreign. 
Cost of production: 
Foreign, $7. 
United States, $13.50. 
Prevailing prices: 

Prewar, $6.37 (1913). 
War time, $10.45 (1917). 
Present (latest available data), $25 
(1920). 
Annual production in United States: 
Prewar, 115,580 short tons (1913). 
War time, 218,828 short tons (1917). 
Present (latest data), 286,000 short 
tons (1920). 
States in which produced : Arizona, Colo- 
rado, Illinois, Kentucky, Nevada, New 
Hampshire, New Mexico, Tennessee, 
Utah, Washington. 
Number of people dependent on this 

industry for support: 8,500. 
Approximate investment in this industry: 

$16,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Large development, 
but could be greatly increased if pro- 
tected. 

81527— 22— SCH 3 2 



FLUORSPAR — continued . 

Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 10 per cent. 
United States, 90 per cent. 
Tariff necessary to protect industry: $6 
per ton on grade of 80 per cent CaF2 or 
better. 

QRAPHITE. 

Present tariff classification: 
Free list. 
Paragraph 579. 
Unit of measure, short tons. 
Tariff proposed in H. R. 7456: 
Schedule 2. 
Paragraph 211. 
Rate, 10 per cent ad valorem. 
Imports from foreign countries: 
Prewar, 21,990 (1914). 
Wartime, 19,498(1918). 
Present (latest available data), 32,500 
(1920). 
Imported from: 
Ceylon. 
Austria. 
Madagascar. 
Labor cost per diem: 
Ceylon, 24 cents. 
Austria, 42 cents. 
Madagascar, 32 cents. 
Relative trade balance of these countries 
with the United States: 
Ceylon — creditor. 
Austria — debtor. 
Madagascar — creditor . 
Present exchange rates of these countries 
with the United States: 
Ceylon, £l=$3.38. 
Austria, 1 krone = J cent. 
Madagascar, 1 franc =74 cents. 
Nature and extent of ore deposits: 

Foreign — ^Many years of development 
of large deposits gives them great 
advantage. 
United States — Large reserves of all 
grades; development primitive; 
needs stabilized market. 
Cost of production: 

Foreign, 6 cents per poimd. 
United States, 10 cents per poimd. 
Prevailing prices: 

Prewar, 64 to 8 cents per pound. 
War time, 10 to 17} cents per pound. 
Present (latest available data), 4 
cents per pound (Madagascar flake) . 
Annual production in United States: 
Prewar, 5,000 tons. 
Wartime, 13,593(1916). 
Present (latest available data), 167,879 
(1917). 
States in which produced: Alabama, 
Colorado, Montana, New York, Penn- 
sylvania, Texas. 
Number of people dependent on this in- 
dustry for support: 2,500. 
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GRAPHITE— con tioued . 

Approximate investment in this industry: 

17,500,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it neeas tariff: Only two mines in 
the United States in operation and each 
of these on part time. 
Probable relative percentage of mineral 
that will be consimied under correct 
tariff: 
Foreign, 45 per cent. 
United States, 55 per cent. 
Tariff necessary to protect industry: 
Ore under 50 per cent graphite con- 
tent, 1 cent per pound. 
Ore over 50 per cent graphite con- 
tent, 2 cents per pound. 
Lump and chip, 3 cents per poimd. 
Flake graphitic content, 6 cents per 

pound. 
Manufactured graphite products, 
graphitic content, 5 cents per 
pound and 20 per cent ad valorem. 

GYPSUM. 

Present tariff classification: 

Schedules. 

Paragraph 74. 

Rate, 30 cents per ton. 

Unit of measure, short tons. 
Tariff woposed %n H. R, 7456: 

Paragraph £05, 

Rate, crude, 25 cents per ton; ground 
or calcined, $1.40 per ton; white 
Portland cement, 8 cents per hun- 
dredweight; Keene's cement, fS,50- 
$14 per ton. 
Imports from foreign countries: 
Prewar, 369,214 (1914). 
War time, 240,269 (1917). 
Present (latest available data), 300,000 
(estimated 1920). 
Imported from Canada. 
Labor cost per diem: Canada, 12.50. 
Relative trade balance of these countries 
with the United States: Canada- 
debtor. 
Present exchange rates of these coimtries 
with the United States: Canada, $1= 
89 cents. 
Nature and extent of ore deposits: 

Foreipi — Old, well-established de- 
posits, well developed. 
United States — Resources vast; de- 
velopment progressing rapidly. 
Cost of production: 
Foreign, $1. 
United States, 12. 
Prevailing prices: 
Prewar, $1.75. 
Wartime, $2.74. 

Present (latest available data), $2.15. 
Annual production in United States: 
Prewar, 2,476.465 (1914). 
Wartime, 2,696,226(1917). 
Present (latest available data), 
2,340,000 (1919). 



GTPSUM — continued . 

States in which produced: Alaska, Cali- 
fomia, Illinois, lowa, Michigan, Minne- 
sota, Nevada, New York, Oklahoma, 
Utah, Washington, Wisconsin. 

Number of people dependent on this in- 
dustry for support: 8,000. 

Approximate investment in this indus- 
try: $17,000,000. 

Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Operations ex- 
panded greatly during the war; need 
protection to continue. 

Probable relative percentage of min^al 
that will be consumed under correct 
tariff: 
Foreign, 10 per cent. 
United States, 90 per cent. 

Tariff necessary to protect industry: 
Crude gypsum, 50 cents per ton. Com- 
pensatory duties on advanced stages of 
manufactures. 

KAOLIN (ift-HITB CHINA CLAY). 

Present tariff classification: 
Schedule B. 
Paragraph 76. 
Rate, $1.25 per ton. 
Unit of measure, short tons. 
Tariff proposed in H. R. 7456: 
Schedule 2. 
Paragraph 207. 
RaU, $2.50 per ton. 
Imports from foreign countries: 
Prewar, 328,038 (1914). 
Wartime, 241,029(1917). 
Present(latestavailabledata),180,592 
(1919). 
Imported from: England. 
Labor cost per diem: England, $2. 
Relative trade balance of these countries 
with the United States: England- 
debtor. 
Present exchange rates of these countries 
with the United States: England, £1=« 
$3.83. 
Nature and extent of ore deposits: 

Foreign— Old, established develop- 
ment; high-grade material. 
United States — Immense reserves 
high-grade material; development 
growing rapidly. 
Cost of production: 
Foreign, $10. 
United States, $16. 
Prevailing prices: 

Prewar, $5.88 (1914). 
War time, $5.46 (1917). 
Present (latest available data), $10.88 
(1919). 
Annual production in United States: 
Prewar, 34,191 (1914). 
Wartime. 31,885(1917). 
Present (latest available data), 39,000 
(1919). 
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KAOLIN— continued. 

States in which produced: California, 
Delaware, Fbrida, Geoma, MiBsouri, 
North Carolina, Pennsyhrania, South 
Carolina, Texas, Utah. 

Number of people dependent on this in- 
dustry for support: 10,000. 

Approximate investment in this industry: 
$12,000,000. 

Present condition in this industry and 
particular problem it is facing where- 
fore it neeas tariff: Business had large 
development recent years. Protection 
will give opportunity to use better re- 
fining methods and develop industry. 

Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 

Foreign, 50 per cent. 
Unit^ States, 50 per c«it. 

Tariff necessary to protect industry: $9 
per ton. 

LEAD. 

Present tariff classification: 

Schedule C. 

Paragraphs 152 and 153. 

Rate, ore J cent per pound, metal 25 
per cent ad valorem. 
Tariff vroposed in H. R. 7456: 

sAediUeS. 
'Paragraph S88, 

RaUy lead in ores and maUes, 1\ cents 

per pound; bullion, pigs^ bars, scrap, 

etc.f H cents per pound; sheets, pipe, 

shot, wire, etc., il cents per pound. 

Imports from foreign countries: 

Prewar, 11,452 (average, 1910-1915). 

Wartime. 7,781 (average, 1916-1918). 

Present (latest data), 158,802 (yearly 
rate Sept.-Dec., 1920). 
Imported from: 

Mexico. 

Spain. 

Australia. 

Germany. 

Canada. 

South America. 
Labor cost per diem: 

Mexico, 11.10. 

Spain, 98 cents. 

G^srmany, 78 cents. 

Canada, 12.50. 

South America, $1.25 (average). 
Relative trade balance of these countries 
with the United States: 

Mexico— debtor. 

Spain — debtor. 

Germany — debtor. 

Canada-— debtor. 

South America — creditor. 
Present exchange rates of these countries 
with the United States: 

Mexico, 1 peso=51 cents. 

Spain, 1 peseta=14 cents. 

Germany, 1 mark=l cent. 

Canada, $1=98 cents. 

Australia, £1=$3.83. 



LEAD— continued. 

Nature and extent of ore deposits: 

Foreign — Old, well-established in- 
dustry. 
United States— Mammoth deposits, 
well developed. 
Cost of production: 

Foreign, 4 cents pound. 
Unit^ States, 6 cents pound. 
Prevailing prices: 

Prewar, $4.37 (average, 1910-1915). 
War time, $7.69 (average, 1916-1918). 
Present (latest data), $4 (Feb. 25, 
1921). 
Annual production in United States: 
Prewar, 457,500 (average, 1910-1915^. 
War time, 567,300 (average, 1916- 

1918). 
Present (latest data), 430,000 (yearly 
rate). 
States in which produced: Arizona, 
Arkansas, Califorma, Colorado, Idaho, 
Illinois, Kansas. Missouri, Montana, 
New Mexico, Oklahoma, Tennessee, 
Utah, Wadiington, Wisconsin. 
Number of people dependent on this in- 
dustry for support: 300,000. 
Approximate investment in this industry : 

$400,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: 40-50 per cent of 
properties closed down. Practically all 
operations solely to keep organization 
together in hope of relief. Low foreign 
wage and ocean freight. 
Probable percentage of mineral that will 
be consumed under correct tariff: 
Foreign, 20 per cent. 
Unitwi States, 80 per cent. 
Tariff necessary to protect industry: 

2 cents per pound on lead in ores, 
copper matte, etc. 

2} cents per pound on dross, bullion, 

pigs, bars, etc. 
2} cents per pound on sheets, pipe, 

shot, glazier's wire, etc. \ ' 

3 cents per pound on white lead pig- 
ments. 

LIMB. 

Present tariff classification: 

Schedule B. 

Paragraph 73. 

Rate, 5 per cent ad valorem. 

Unit of measure, short tons. 
Tariff vroposed in H. R. 7456: 

Schedule 2. 

Paragraph 204- 

Rate, limestone, 5 cents per hundred- 
weight; Hme, 10 cents per hundred- 
weight; hydrated lime, It cents per 
hundredweight. 
Imports from foreign countries: 

Prewar, 3,455 (1914). 

War time, 7,353 (1917). 

Present (latest available data), 6,650 
(1918). 
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LIME— continued. 

Imported from: Canada. 
Labor co3t per diem: Canada, $2.50. 
Relative trade balance of these courtiiee 
with the United States: Canada- 
debtor. 
Present exchange rates with the United 

States: Canada, $1=89 cents. 
Nature and extent of ore deposits: 

Foreign — Common mineral, widely 

distributed. 
United States — Common mineral, 
widely distributed. 
Cost of production: 
Foreign, $6.50 ton. 
United States, $8 ton. 
Prevailing prices: 

Prewar, $3.92 (1914). 
Wartime, $6.29(1917). 
Present (latest available data), $8.36 
(1918). 
Annual production in United States: 
Prewar, 3,380,928 (1914). 
Wartime, 3,786,364 (1917). 
Present (^test available data), 
3,206,016 (1918). 
States in which produced: Arizona Cali- 
fornia, Colorado, Kansas, Massachu- 
S3tt8, Michigan, Montana, New Mexico, 
Ohio, Pennsylvania, Tennessee, Wash- 
ington, West Virginia, and others. 
Niunber of people dependent on this in- 
dustry for support, 16^000. 
Approximate investment in this industry, 

$30,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariif: Canadian competi- 
tion offers sp3cial problem to border 
States industry to be corrected by 
tariff. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, i per cent. 
United States, 99} per cent. 
Tariff necessary to protect industry: 

Quicklime, bulk, 30 cents per 100 

pounds; 50 cents per 100 pounds 

on quicklime in cooperage. 

Hydrated, 40 cents per 100 pounds. 

Pulverized, $1 per ton bulk, $1.50 

sacked. 

MANGANESE. 

Present tariff classification: 

Free list. 

Paragraph 540. 

Unit of measure, short tons. 
Tariff proposed in H. R. 7456: 

Schedule S. 

Paragraph S02. 

Rate 1 cent per pound on metallic 
manganese contained in ore; t\ 
cents per pound on manganese con- 
tained in/erromanganese. 



M ANQANESB — continued . 

Imports from foreign countries: 
Prewar, 283,294. 
Wartime, 491,303. 

Present (latest aA-ailable data), 
333,344. 
Imported from: 
India. 
Russia. 
Brazil. 
Cuba. 
Labor cost per diem: 
India, 24 cents. 
Brazil, $1. 
Cuba, $1.25. 
Relative trade balance of these countries 
with the United States: 
India — creditor. 
Russia— debtor. 
Brazil — creditor. 
Cuba — creditor. 
Present exchange rates of these countries 
with the United States: 
India, £1=$3.83. 
Brazil,.! milreis=14 cents. 
Cuba, 1 peso=$l. 
Nature and extent of ore deposits: 

Foreign — Old established, well-de- 
veloped deposits. 
United States — Immense reserves, 
development just begun. -In- 
creased 3,000 per cent during the 
war. 
Cost of production: 

Foreign, $12 per ton. 
United State*, $35 per ton. 
Prevailing prices: 
Prewar, $10.39. 
War time, $35. 

Present (latest available data), $18. 
Annual production in United States: 
Prewar, 2,635. 
War time, 305,869. 

Present (latest available data), 58,245 
(1919). 
States in which produced: Arizona, Ar- 
kansas, California, Colorado, (Georgia, 
Minnesota, Montana, Nevada, New- 
Mexico, Oregon, Tennessee, Texas, 
UtjJi, Vermont, Viiiginia, West Virginia. 
Number of people dependent on this in- 
dustry for support: 7,500. 
Approximate investment in this indus- 
try: $15,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
tore it needs tariff: Operating about 5 
per cent of capacity. Possibilities 
under protection enormous. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 55 per cent. 
United States, 45 per cent. 
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M ANOAN E8E — Continued. 

Tariff necessary to protect industry: 

Ores, 40 cents per unit of manganese 

content. 
Ferro, $1 per unit of manganese 

content. 

MAONE8ITE. 

Present tariff classification: 

Schedule B and free list. 

Paragraphs 71 and 539. 

Rate, 10 per cent ad valorem. 

Unit of measure^, short tons. 
Tariff proposed in H. R. 7^.56; 

Schedule 1. 

Paragraph 47. 

Rate, crude or ground y } cent per 
pound; dead burned or grained. 
Imports from foreign countries: 

Prewar, 135^170. 

Wartime, 24,481. 

Present (latest available data), 15,852. 
Imported from: 

Austria. 

Canada. 

Greece. 

Mexico. 

Venezuela. 
T^bor cost per diem: 

Austria, $0.62. 

Canada, $2.60. 

Sreece, $1.85. 
exico, $1.10. 
Venezuela^ $1.25. 
Relative trade balance of these countries 
with the United States: 
Austria — deb tor. 
Canada — debtor. 
Greece — debtor. 
Mexico— debtor. 
Venezuela— debtor. 
Present exchange rates of these countries 
with the United States: 
Austria, 1 krone=i cent. 
Canada, $1=89 cents. 
Greece, 1 drachma=12 cents. 
Mexico, 1 pe80=51 cents. 
Nature and extent of ore deposits: 

Foreign — Large deposits in Austria; 

principal source of imports. 
United States — Large high-grade de 
posits in Citlifomia and Washing- 
ton. Immense resources. 
Coat of production: 

Foreign, $10-$12.50 per ton. 
United States, $18-$24 per ten. 
Prevailing prices: 

Prewar, $15.20-$15.72. 
Wartime, $49.10. 

Present (latest data), $30-$35 (crude), 
$50-$60 (talc). 
Annual production in United States: 
Prewar, 11,293. 
Wartime, 231,605. 
Present (latest data), 164,696. 
States jn which produced: California, 
WashiDgton. 
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MA0NE8ITE — Continued . 

Number of people dependent on this in- 
dustry for support: 3,000. 
Approximate investment in this industry: 

$13,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tai-iff: Completely shut 
down, due to foreign competition. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 

Foreign, 20 per cent. 
United States, 80 per cent. 
Tariff necessary to protect industry: 
Ore, J cent per pound. 
Calcined, f cent per pound. 
Brick, } cent per pound. 

MARBLE. 

Present tariff classification: 
Schedule B. 
Paragraphs 97 and 98. 
Rate, 50 cents per cubic foot. 
Unit of measure, blocks, cubic feet; 
slabs, linear feet. 

>posed in H. R. 7456: 
Schedule 2. 
Paragraph 233. 

RaUy 40 per cent ad valorem. *• 
Imports from foreign countries: 

Prewar, blocks, 643,446 cubic feet 

(1913); slabs, 275,888 linear feet. 
War time, blocks, 267,250 cubic feet 

(1917); slabs, 124,935 linear feet. 
Present (latest data), blocks, 479,691 
cubic feet (1920). 
Imported from: 
Italy. 
France. 
Mexico. 
Belgium. 
Labor cost per diem : 
Italy, $1.76. 
France, $1.12. 
Mexico, $1.10. 
Belgium, $1.80. 
Relative trade balance of these countries 
with the United States: 
Italy — debtor. 
France — debtor. 
Mexico — debtor. 
Belgium — debtor. 
Present exchange rates of these countries 
with the United States: 
Italy, 1 lira=4 cents. 
France, 1 franc=7 cents. 
Mexico, 1 peso=51 cents. 
Belgium, 1 franc=7 cents. 
Nature and extent of ore deposits: 

Foreign — Italy main source of im- 
ports; deposits large and well de- 
veloped. 
United States — Deposits large and 
high grade; can successfully com- 
pete with Italian if protected. 
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ICABBLE-— € jntinued. 

Cost of production: 

Foreign, $1.50 per cubic foot. 

United States, $2.83 per cubic foot. 
Prevailing prices: 

Prewar, $2.20 per cubic foot. 

War time, $3.85 per cubic foot. 

Present (latest available data), $3 

nr cubic foot. 
)roduction in United States: 
Prewar, 3,461,997 cubic feet (1914). 
Wartime, 3,575,670 cubic feet (1918). 
Present (latest data), 4,678,000 cubic 
feet (1920). 
States in which produced: Alabama, 
Alaska, Arizona, Arkansas, California, 
Colorado, Georgia, Maryland, Massa- 
chusetts, Michigaji, Missouri, New 
Mexico, New York, North Carolina, 
Oregon, Pennsylvania, Tennessee, 
Texas, Vermont, Virginia, Washing- 
ton. . . 
Number of people dependent on this in- 
dustry for support: 15,000. 
Approximate investment in this industry, 

$32,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Operating, but 
nteds protection to justify increased 
investment by assured continuous 
operation. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 15 per cent. 
United States, 85 per cent. 
Tariff necessary to protect industry: 
Marble, onyx, and breccias and lime- 
stones susceptible of polish, in 
blocks, $1 per cubic foot. 
Slabs less than 1 inch in thickness, 
8 cents per linear foot; over 1 inch, 
10 cents per linear foot; over li 
inches, 12* cents per linear foot; 
over 2 inches, $1 per cubic foot; 
2 cents per foot additional if 
rubbed. 
Finished marble, 75 per cent ad 
valorem. 

MICA. 

Present tariff classification: 

Schedule B. 

Paragraph 77. 

Rate, 4 cents per pound and 25 per 
cent ad valorem. 

Unit of measure, x>ounds. 
Tariff proposed in H. R, 7456: 

Schedule t. 

Paragraph 208. 

Rate, uninanufactured or rough 
trimmed f 4 cents per pound and 17 
per cent ad valorem; cut, trimmedy 
and manufactured y 10 cents per 
pound and 17 per cent ad valorem; 
groundy 4 cents per pound and 20 
per cent ad valorem. 



MICA — continued . 

Imports from foreign countries: 

Prewar, sheet, 260,880 pounds; scrap, 

and ^ound, 404,848 pounds. 
War time, sheet, 741,429 pounds; 

scrap and ground, 11,587 pounds. 
Present (latest available data), sh'^t, 

1 ,375,927 pounds ; scrap and ground , 

62 pounds. 
Imported from: 
India. 
Canada. 
Germany. 
Brazil. 
Labor cost per diem: 
India. 24 cents. 
Canada, $2.50. 
Germany, $0.78. 
Brazil, $1.25. 

Relative trade balance of these countries 
with the United States: 
India — creditor. 
Canada — debtor. 
Germany — debtor. 
Brazil — creditor. 

Present exchange rates of these countries 
with the United States: 
India, £1=$3.83. 
Canada, $1=89 cents. 
Germany, 1 mark=l cent. 
Brazil, 1 milreis=14 cents. 

Nature and extent of ore deposits: 

Foreign — Industry old and well de- 
veloped ; deposits large. Low-paid 
labor in Inoia. 
United States— Large, both high and 
medium grades. Development 
primitive; with protection can be 
made great industry. 

Cost of production: 

Foreign, sheet, 15 cents per pound; 

scrap, $25 per ton. 
United States, sheet, 40 cents per 
pound; scrap, $100 per ton. 

Prevailing prices: 

Prewar, sheet, 25 cents per pound; 

scrap, $82 per ton. 
War time, sheet, 60 cents per pound ; 

scrap, $122 per ton. 
Present (latest available data), sheet, 

40 cents per pound; scrap, $60 per 

ton. 

Annual production in United States: 
Prewar, sheet, 556,933 x>ounds; scrap, 

3,730 short tons. 
War time, sheet, 1,644,200 pounds; 

scrap, 2,292 short tons. 
Present (latest available data), sheet, 
1,500,000 pounds; scrap, 1,800 short 
tons. 
States in which produced: Alabama, 
Colorado, Georgia, Idaho, New Hamp- 
shire, New Mexico, North Carolina, 
South Carolina, South Dakota, and 
Virginia. 
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MICA — continued . 

Number of people dependent on this in- 
dustry for support: 5,000. 
Approximate investment in this industry: 

15,000,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Sustained produc- 
tion, growing despite handicap of for- 
eign competition. Protection impera- 
tive to interest investment. 
Probable relative percentage of mineral 
tliat will be consumed under correct 
tariff: 
Foreign, 35 per cent. 
United States, 65 per cent. 
Tariff necessary to protect industry: 

Crude, sheet, 30 cents per pound and 

60 per cent ad valorem. 
Cut or knife trimmed and all manu- 
factured or manufactures thereof, 
50 cents per pound and 60 per cent 
ad valorem. 
Phonograph disks. 20 cents each and 

60 per cent ad valorem. 
Scrap, 2 cents per pound and 25 per 

cent ad valorem. 
Ground, 4 cents per pound and 30 
per cent ad valorem. 

MOLYBDENUM. 

Present tariff classification: 

Schedule C. 

Paragraph 102. 

Bate, 26-25 per cent ad valorem on 
f erromoly bdenum . 
Tariff proposed in H. R. 74S6: 

Schedules. 

Paragraph S02. 

RaUy ore or (xmcentraUs^ 75 cents per 
pound on metallic molybdenum 
contained therein; metallic molyb- 
denum compounds and aUoys, $l.i6 
per pound on metallic molybdenum 
contained. 
Imports from foreign countries: 

War time, 178,222 pounds. 

Present (latest data), 106,743 pounds. 
Imported from: 

Canada. 

Australia. 

Norway. 

Japan. 

Peru. 
Labor cost per diem: 

Canada, $3.50. 

Australia, $3. 

Norway, $1. 

Japan, 67 cents. 

Peru, $1.25. 
Relative trade balance of these countries 
with the United States: 

Canada —debtor. 

Australia— debtor. 

Norway — debtor. 

Japan — creditor. 

Peru — creditor. 



MOLYBDENUM — continuod. 

Present exchange rates of these countiies 
with the United States: 
Canada, $1=89 cents. 
Australia, £1=$3.83. 
Norway, 1 krone=18 cents. 
Japan, 1 ven=49 cents. 
Peru, 1 libra=$4.73. 
Nature and extent of ore deposits: 

Foreign — Norway deposits large; re- 
duced by hydroelectric power. 
United States — Largest and most im- 
portant deposits in the world. 
Cost of production: 

Foreign, sheet, 50 cents per pound 

MoSj. 
United States, sheet, 95 cents per 
pound M0S2. 
Prevailing prices: 
Prewar, none. 

War time, concentrates, $1.45 per 
pound M0S2; ferromolybdenum, 
$4.50(1917). . 
Present (latest available data), con- 
centrates, 75 cents per pound M0S2; 
ferromolybdenum $2.25 (1920). 
Annual production in United States: 
Prewar, 1,297 pounds MoSo. 
War time, 861,637 pounds MoSg. 
States in which produced: Alaska, Ari- 
zona, Colorado, Maine, New Mexico, 
Texas, and Wyoming. 
Number of people dependent on this in- 
dustry for support: 1,000. 
Approximate investment in this indus- 
try: $6,500,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: While in expensive 
development staye and conducting edu- 
cational campaign to increase use, 
needs protection from foreign low costs. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 20 per cent. 
United States, 80 per cent. 
Tariff necessary to protect industry: 50 
cents per pound of M0S2 in ores and 
concentrates; $1 per pound of Mo con- 
tained in ferromolybdenum, calcium 
molybdate, and all other alloys and 
compounds of molybdenum, including 
molybdenum stick. 

MONAZriB AND THOBIUM. 

Present tariff classification: 

Schedule C. 

Paragraph 154. 

Rate, 25 per cent ad valorem. 

Unit of measure, pounds. 
Tariff proposed in H. R. 74o6: 

Free list. 

Paragraph 1616, 
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MONAZiTE AND THORIUM— Continued. 

Imports from foreign countries: 

Prewar, monazite, 1,873,971 (1915); 

thorium, 101,927. 
Wartime, monazite, 5,828,270 (1917); 

thorium, 1,188. 
Present (latest available data), mon- 
azite, 632,568(1919); thorium, 3,307. 
Imported from: 
Brazil. 
India. 
Labor cost per diem: 
BrazU, $1.25. 
India, 24 cents. 
Relative trade balance of these countries 
with the United States: 
Brazil — creditor. 
India — creditor. 
Present exchange rates of these countries 
with the United States: 
Brazil, 1 milreis=14 cents. 
India, 1 rupee =28 J cents. 
Nature and extent of ore deposits: 

Foreign — Deposits of Brazil and India 
in large beds of seacoast sand, so 
labor cost is especially low. 
United States — ^Deposits large and 
high grade, but must be concen- 
trated. 
Cost of production: 

Foreign, monazite, 6 cents per 

pound; thorium, $4. 
United vStates, monazite, 21 cents per 
pound; thorium, $7. 
Prevailing prices: 

Prewar, monazite, 12 cents per 

poimd (1905); thorium, $6.53. 
War time, monazite, 6J cents per 

pound (1917); thorium, $8. 
Present (latest available data), mon- 
azite, 7i cents per pound (1919); 
thorium, $3.75. 
Annual production in United States: 
Prewar, 1,344,418 (1905). 
Wartime, 22,000(1917). 
Present, none (1920). 
States in which produced : Florida, Idaho, 

North Carolina, South ('arolina. 
Number of people dependent on this in- 
dustry for support: 250. 
Approximate investment in this indus- 
try: $50,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Removal of pro- 
t(*ction in 1909 and 1913 ruined this in- 
dustry; can be again built up under 
protection. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 25 per cent. 
United States, 75 per cent. 



MONAZITE AND TH0RIT7M — Continued. 

Tariff necessary to protect industay : 
15 cents per pound on monazite sand. 
$3 per pound on thorium nitrate. 
$2 per pound on gas mantle scrap. 

PYRITES, 

Present tariff classification: 
Free list. 
Paragraph 617. 
Unit of measure, long tons. 
Tariff proposed in H. R. 74S6: 
Free list. 
Paragraph 1663. 
Imports from foreign countries: 
Prewar, 1,026,617. 
War time. 496,792. 
Present (latest data), 388,973. 
Imported from: 
Spain. 
Canada. 
Portugal. 
Labor cost per diem: 
Spain. 78 cents. 
Canada, $3. 
Portu^l, 85 cents. 
Relative trade balance of these countries 
with the United States: 
Spain — debtor. 
Canada — debtor. 
Portugal — debtor. 
Present exchange rates with United 
States: 
Spain, 1 peseta =14 cents. 
Canada, $1=89 cents. 
Portugal, 1 eecudo=21 cents. 
Nature and extent of ore depK)sits: 

Foreign — Spanish deposits principal 
competitor, mined as by-product 
of copper and sold regardless of 
mining cost. 
United States — ^Large and high 
grade, with valuable by-products 
capable of immense expansion 
and developinent. 
Cost of production: 

Foreign — Spanish cost can be esti- 
mated at zero, as they sell for cost 
of freight. 
United States — 11 cents per unit. 
Prevailing prices: 

Prewar, 9 J cents per unit of sulphur. 
War time, 25 cents to 33 cents. 
Present (latest available data), 12 to 
16 cents. 
Annut^l production in United States: 
Prewar, 336,662. 
War time, 460,494. 
Present (latest available data), 
380,000. 
States in which produced: California, 
Georgia. New York, North Carolina, 
South Carolina, Utah , Virginia. 
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PYRITES — continued . 

Number of people dependent on this in- 
dustiy for support: 5,000. 

Approximate investment in this industry : 
$10,000,000. 

Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Spanish mines will 
dump pyrites here for cost of freight as 
ballast. Protection against this dump- 
ing urgent. 

ProMible relative i)ercentage of mineral 
that will be consumed imder correct 
tariff: 
Foreign, 30 per cent. 
United States, 70 per cent. 

Tariff necessary to protect industry: 10 
cents per umt of sulphur contained in 
cuprous, cupriferous, or iron pyrites in 
recoverable quantity. 

PUMIOE. 

Present tariff classification: 
Schedule B. 
Paragraph 75. 

Ratep, D per cent ad valorem. 
Unit of measure, short tons. 
Tariff proposed in H. R. 7456: 
Schedule t. 
Paragraph t06. 

Rate — Valued at less than ^15 per ton, 
0.2 cents per pound; valued above 
^15 per ton J 0.3 cents per pound; 
manufactured^ 0.65 cents per 
pound; manufactures of pumice 
stone, 26 per cent ad valorem. 
Imports from foreign countries: 

Prewar, unmanufactured, 5,558 

(1913). 
War time, unmanufactured, 3,900 
(1918). 
Imported from: Italy. 
Labor cost per diem: Italy. $1.76. 
Relative trade balance of tnese countries 
with the United States : Italy — debtor. 
Present exchange ratep of these countries 
with the United States: Italy, 1 lira= 
4 cents. 
Nature and extent of ore deposits: - 

Forei^ — Italian pumice a lava de- 
posit that must oe ground. 
United States — Both ash and lump 
pumice of United States satisfac- 
torily replace Italian material. 
CJoet of production: 

Foreign, $13.50 per ton. 
United States, ^9.94 f. o. b. New 
York. 
Prevailing prices: 

Prewar, $8 (1913) at Italian ports. 
War time, not available. 
Present (latest available data), $13.50 
(1920) at Italian ports. 



PUMICE — continued. 

Annual production in United States: 
Prewar, 27,591 tons (1914). 
War time. 35,293 tons (1917). 
Present (latest available data). 
States in which produced: Arizona, Cali- 
fornia, Colorado, Idaho, Kansas, Ne- 
braska^evada, New Mexico, Oregon, 
Utah, Washington. 
Number of people dependent on this 

industry for support: 1,200. 
Approximate investment in this industry : 

$5,000,000. 
Present condition in this industry and 

J)articular problem it is facing where- 
ore it needs tariff: Sale of domestic 
pumice made possible by war.# If in- 
dustry is protected can continue to 
supply domestic markets ultimately at 
lower cost than Italian. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 25 per cent. 
United States, 75 per cent. 
Tariff necessary to protect industry: Un- 
manufactured pumice stone, manufac- 
tured pumice stone, or manufactures 
of pumice, 1 cent per pound. 

POTASH. 

Present tariff classification: 
Free list. 
Paragraph 580. 
Unit of measure, short tons. 
Tariff proposed in II. R. 7456: 
Free list. 
Paragraph 16S5. 

Rate, 2i cents per pound on contained 
potassium oxide for a period of 2 
years; 2 cents per pound for the 
third year; 1\ cents per pound for 
the fourth year; 1 cent per -pound for 
the fifth year; thereafter ^ free. 
Imports from foreign countries: 
Prewar, 207,089. 
War time, 7,957. 
Present (late.^t data), 40,629. 
Imported from: 
Germany. 
France. 
Labor cont per diem: 
Germany, 78 cents. 
France, $1.12. 
Relative tnule balance of these countries 
with the United States: 
Germany — debtor. 
France— debtor. 
PreFont exchange rates of these countries 
with the United States: 
Germany, 1 mark=l cent. 
France, 1 franc=7 cents. 
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POTASH — continued. 

Nature and extent of ore deposits: 

Foreign — German potash has monop- 
olized all markets for years and is 
now trying to regain its domina- 
tion. 
United State.^ — Ra^erves enormous 
enough to supply United States 
for generations if protected in de- 
velopment. 
Cost of production: 

Foreign, $1 per unit KjO. 
United States, $1.75 per unit KjO. 
Prevailing prices: 

Prewar, $1 per unit KjO. 
War time, $6 per unit K^O. 
Pre.^ent (latest available data), $2 
per unit KjO. 
Annual production in United States: 
Prewar, nil. 
War time, 54,803. 

Present (latest available data), 30,899. 

States in which produced: California, 

Colorado, Nebraska, New Jersey, Utah. 

Number of people dependent on this 

industry for support: 15,000. 
Approximate investment in thLs indus- 
try: $45,000,000. 
Present condition in this industry and 
particular pn)blem it is facing where- 
fore it needs tariff: Industry developed 
from nothing to present size during 
war. Unle« protected will disappear. 
One of the key industries. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 40 per cent. 
United States, 60 per cent. 
Tariff necessary to protect industry, 50 
cents per unit KjO. 

QUICKSILVER. 

Present tariff classification: 

Schedule C. 

Paragraph 159. 

Rates, 10 per cent ad valorem. 

Unit of measure, 75-pound flasks. 
Tariff proposed in H. R. 7456: 

Schedule 3. 

Paragraph 383. 

Rate, 35 cents per pound. 
Imports from foreign countries: 

Prewar, 8,198. 

War time, 0,719. 

Present (latent available daU), 10,800 
(1920). 
Imported from: 

Spain. 

Italy. 

Austria. 
Labor co.^t per diem: 

Spain, 78 cents. 

Italy, $1.70. 

Austria, 02 cents. 



QUICKSILVER — Continued. 

Relative trade balance of these countries 
with the United States: 
Spain— debtor. 
Italy — debtor. 
Austria — debtor. 
Present exchange rates of these countries 
with the United States: 
Spain, 1 peseta=14 cents. 
Italy, 1 lira=4 cents. 
Austria, 1 krone ==i cent. 
Nature and extent of ore deposits: 

Foreign — Spanish and Italian de- 
p«)sits largely Government monop- 
olies. Impjorts of quicksilver into 
these countries are embargoed. 
United States — Deposits large. Grade 
of ore compels extensive refining. 
Operations posnble with protec- 
tion. 
Co.4 of production: 

Foreign, $30 per flask. 
United Slates, $75 per flask. 
Prevailing prices: 

Prewar, $48.35 (1913). 
War time, $123.47 (1918). 
Present (latest available data), $40 
(1920). 
Annual production in United States: 
Prewar, 10,548 flasks. 
War time, 32,883 flasks. 
Present (latest available data), 21,348 
flasks. 
States in which produced: Arizona, Cali- 
fornia, Idaho, Nevada, Or^on, Texas. 
Number of people dependent on this 

industry for support: 4,500. 
Approximate investment in this indus- 
try: $8,500,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Italian and Spanish 
Government monopolies have broken 
our market by dumping. Our quick- 
silver industry closed and imports 
2,000 flasks per month. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 45 per cent. 
United States, 55 per cent. 
Tariff necessary to protect industry: 
Quicksilver, 50 cents per pound. 
Manufactured mercurial products, 50 
cents per pound of mercury con- 
tent and 33 J per cent ad valorem. 

TALC. 

Present tariff classification: 
Schedule A. 
Paragraph 09. 

Rates, 15 per cent ad valorem. 
Unit of measure, short ton. 
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TALC— continued . 

Tariff proposed in II. R. 7456: 
Schedule 2. 
Paragraph 209. 

RaUy crude, \ cent per pound; ground^ 
\ cent per pourCd; cut or sawed, 1 
cent per pound; manufactures not 
decorated, 26 per cent ad valorem; 
manufactures, decorated, SO per cent 
ad valorem. 
Inix)ort8 from foreign countries: 
Prewar, 18,882 (1916). 
War time, 14,169 (1918). 
Present (latest available data), 24,000 
(1920). 
Imported from: 
Canada. 
Italy. 
France. 

England (Jis merchant for Prov- 
inces). 
LAbor cost per diem: 
Canada, $3. 
Italy, $1.76. 
France, $1.12. 

England, 75 cents (average). 
Kelative trade balance of these countries 
with the United States: 
Canada— debtor. 
Italy — debfor. 
France — debtor. 
England — debtor. 
Present exchange rates of these countries 
with the United States: 
Canada, $1=89 cents. 
Italy, 1 lira=4 cents. 
Prance, 1 franc=7 cents. 
England, £1=$3.83. 
Nature and extent of ore deposits: 

Foreifim — 70 per cent from Canada; 
hign-grade deposits cheaply mined. 
Established industry. 
United States — Large domestic re- 
sources discovered and developed 
during war. Able to supply our 
needs. 
Cost of production: 

Foreign, $12.25 per ton (crude). 
United States, $17.50 per ton (crude). 
Prevailing prices: 

Prewar, $9.51 per ton (1916). 
War time, $10.91 per ton (1918). 
Present (latest available data), $20 
per ton (1920). 
Annual production in United States: 
Prewar, 193,309 tons (1916). 
War time, 191,477 tons (1918). 
Present (latest data), 213,000 tons 
(1920). 
States in which produced: California, 
Greorgia, Maryland, Massachusetts, New 
Jersey, New York, North Carolina, 
Pennsylvania, Vermont. 
Number of people dependent on this in- 
dustry for support: 7,500. 
Approximate investment in this indus- 
try: $8,575,000. 



TALC — continued . 

Present condition in this industry and 
particular problem it is facing where- 
fore it neeiis tariil: Canadian compe- 
tition most serious. When talc is 
dumped here, domestic market is 
broken. 

Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 10 per cent. 
United States, 90 per cent. 

Tariff necessary to protect industry: Talc, ' 
steatite, soapstone, and French chalk, 
crude and unground, ^ cent per pound; 
washed, powdered, or pulverized, 1 
cent per pound; cut or sawed or in the 
form of blanks, cubes, or crayons, 2 
cents per pound. (The rates in the 
Fordney bill.) 

TUNGSTEN. 

Present tariff classification: 
Ferro — 

Schedule C. 
Paragraph 102. 

Rates, 20 per cent ad valorem. 
Unit of measure, short ton. 
Tariff moposed in H. R. 7456: 
Schedule S. 
Paragraph S02. 

Rate, ore or concentrates, 45 cents per 
pound rrutallic tungsten contained; 
ferrotungsten, metallic tungsten, 
tungsten powder, and all other com- 
pounds, 72 cents per pound on 
tungsten contained, plus 15 per cent 
ad valorem. 
Ore- 
Free list. 
Paragraph 633. 
Imports from foreign countries: 
Prewar, 1,530 (1913). 
War time, 11,750 (1918). 
Present (latest available data), 4,320 
(1920). 
Imported from: 
China. 
Burma. 
Bolivia. 
Labor cost per diem: 
China, 45 cents. 
Burma, 40 cents. 
Bolivia, 90 cents. 
Relative trade balance of these countries 
with the United States: 
China — creditor. 
Burma — creditor. 
Bolivia — creditor. 
Present exchange rates of these countries 
with the United States: 
China, 1 tael=71 cents. 
Burma, 1 rupee =38 cents. 
Bolivia, 1 boliviano =33 cents. 
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TUNGSTEN — Continued . 

Nature and extent of ore deposits : 

Foreign — Surface deposits, hand labor 
at a few cents per day; before the 
war Germany monopolized tung- 
sten refining. 
United States — Extensive; enormous 
growth during war freed United 
States from German domination. 
Cost of production: 

Foreign, $2.50 to $10 per imit. 
United States, $17 per unit WO3. 
Tre vailing prices: 

Prewar, $7.32 (1913). 
War time, $30 and as high as $92.50. 
Present (latest available data), $2.75 
(1921). 
Annual production in United States: 
Prewar, 1,537 (1913). 
Wartime, 6,144(1917). 
Present (latest available data), none 
(1920). 
States in which produced: Alaska, Ari- 
zona, California, Colorado, Idaho, Mon- 
tana, Nevada, New York, Oregon, 
Soulii Dakota, Washington. 
Number of people dependent on this in- 
dustry for support: 8,500. 
Approximate mvestment in this indus- 
try: $15,500,000. 
Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: Stabilized prices by 
protection against wide ranges foreign 
prices under dumping methods now 
used will permit operation of this key 
industry. 
Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 
Foreign, 25 per cent. 
United States, 75 per cent. 
Tariff necessary to protect industry: 

On ores, $9 per unit WO3 contained 

therein. 
On tungsten contained in ferrotung- 
sten, tungsten metal, tungsten 
powder, and tungsten compounds. 
90 cents per pound of tungsten 
contained therein; on high-speed 
tungsten tool steel and all alloy 
steels containing tungsten, 65 per 
cent ad valorem. 



Present tariff classification: 

Schedule A. 

Paragraph 61. 

Rate, 10-15 per cent. 

Unit of measure, short tons. 

Schedule C. 

Paragraphs 162, 163. 

Ratf>, 10 and. 15 per cent. 
Tariff moposed in H. R. 7456: 

Schedule 3. 

Paragraph 390. 



ZINC— continued . 

Tariff proposed in H. R. 7455— Contd. 
Rate: Ore containing less than 10 per 
cent of zinc, free; 10 per cent or more 
and lefts than 20 per cent^ i cent per 
pound on zinc contained, 20 per cent 
or more or less than 26 per cent, 1 
cent per pound; 25 per cent or more^ 
li cents per pourid; blocks j pigs^ 
chisty if cents per pound; sheets, 1% 
cents per pound; sheets, coated or 
plated, H cents per pound; scrap, 1 
cent per pound: Provided, That two 
years after enactment of this act rates 
shall he: Blocks, pigs, and scrap, 2 
cents per pound; sheets, plate, or other 
forms, 2i cents per pound. 
Imports from foreign countries: 
Ore (average) — 
Prewar, 61,348. 
Wartime, 199,261. 
Present (latest available data)» 
53,510. 
Slab zinc (average) - 
Prewar, 5,941. 
War time, 420. 

Present (latest available data)^ 
2,590. 
Imported from: , 

Mexico. 
Belgium. 
Germany. 
Australia. 
Labor cost per diem: 
Mexico, $1.10. 
Belgium, $1.44. 
Germany, 78 cents. 
Australia, $3. 
Relative trade balances of these countries 
with the United States: 
Mexico — debtor. 
Belgium — debtor. 
Germany — deb tor . 
Australia — debtor. 
Present exchange rates of these countriea 
with the United States: 
Mexico, 1 peso=51 cent?. 
Belgium, 1 franc =7 cents. 
Germany, 1 mark=li cents. 
Australia, £1=$3.83. 
Nature and extent of ore deposits: 

Foreign — ^Mexican and Australian de- 
posits immense; Belgian and Grer- 
man refiners export finished zinc. 
United States — Deposits large, rich, 
and adequate for all domestic pur- 
poses and for export. 
Cost of production: 

Foreign, 5 cents per pound zinc. 
United States, 7J cents per pound 
zinc. 
Pre\'ailing prices: 

Prewar, $6.08 per pound (average). 
War time, $12.22 per pound (average). 
Present (latest available data), $5.20 
per pound (average). 
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ZINC — continued. 

Annual production in United States: 
Prewar, 332.916. 
War time, 668,515 (1916-17). 
Present (latest data), 464,000. 

States in which produced r* Arizona, Colo- 
rado, Idaho, lllinoiB, Kansas, Missouri, 
Montana, New Jersey, New Mexico, 
Oklahoma, Pennsylvania, Tennessee, 
Utah, West Virginia, Wisconsin. 

Number of people dependent on this in- 
dustry for support: 100,000. 

Approximate investment in this indus- 
try: $300,000,000. 

Present condition in this industry and 
particular problem it is facing where- 
fore it needs tariff: More than 75 per 
cent of all operations closed down; 
higher American labor costs and 8- 
hour day and higher freight; foreign 
zinc is being dumped here. 



ZINC — continued . 

Probable relative percentage of mineral 
that will be consumed under correct 
tariff: 

Foreign, 10 per cent. 

United States, 90 per cent. 
Tariff necessary to protect industry: 

Ores less than 10 per cent zinc, free. 

Ores over 10 per cent and less than 
25 per cent, IJ cents per pound on 
zinc content. 

Ores and drosses containing more 
than 25 per cent metallic zinc, 2 
cents per pound on zinc content. 

Blocks, pigs, or slabs, old and worn- 
out zinc, fit only to be remanufac- 
tured, 21 cents per pound. 

Zinc oxide, pigment, containing zinc, 
not con taming lead, dry, 2} cents 
per pound. 

Sheets, plates, or otherwise fabricated 
zinc oust, 3 J cents per pound 



PIG ntON AND SCEAP STEEL. 



[Paragraph 801.] 



STATEMENT OF JOHN W. LOGAN, SECBETABY ALAN WOOD IBON 
& STEEL CO., PHILADELPHLA, PA, 

Mr. Logan. Mr. Chairman. I appear as representing the Alan 
Wood Iron & Steel Co., of Philadelphia, with reference to paragraph 
501 of H. K. 7456, which calls for an equal duty of a dollar and a 
•quarter on pig iron and on scrap. 

Senator omoot. Do you want to read your brief? 

Mr. Logan. No; I am just using it as a matter of reference. We 
ask that the dutjr on pig iron be the same as that contained in the 
Pavne-Aldrich bill, which was $2.50 per ton, and that there be a 
dirferential on the duty on scrap, and that it should be at least $1.50 
a ton less than the pig iron. The pig iron, of course, is a manufac- 
tured product, and scrap comes from manufactures from the tearing 
down of building that have been replaced on account of obsolescence 
or otherwise. Why they should be put on the same basis of duty we 
can not quite conceive. 

Senator McLean. Wliat is tlie diflFerence in the value? 

Mr. Logan. Well, that varies very much. The value of scrap is 
very largely speculative. In other words, a number of years ago this 
condition arose : One of the railroads — I have forgotten which one it 
was — had contracted at a very low price for rails. The market 
-changed and they sold scrap rails to the maker of their rails for 
more money than they were paying for the new rails. 

Senator Dillingham. Is scrap iron very largely imported? 

Mr. Logan. No ; very little of it is imported. 

Senator McLean, 't'hat changes conditions. Other things being 
-equal 

Mr. Logan. Other things being equal, scrap will sell for about two- 
thirds the price of pig iron. 
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In explanation of our request for a diity of $2.50 on pig iron, I 
want to make the following statement: We are located in eastern 
Pennsylvania, about 15 mUes from Philadelphia. One factor of cost 
which' enters into the manufacture of pig iron is transportation. 
Now, I hjiow you gentlemen have nothing to do with transportation 
rates, but it is an element of cost, and to illustrate what the effect is 
in our location — and it applies to practically all the furnaces in east- 
em Pennsylvania — ^I will just state this: In 1914 pig iron was sold, 
delivered m eastern Pennsylvania, for $14 a ton. At that time the 
transportation charges represented about 50 per cent of that selling 
price. To-day pig iron is selling from $19 to $20 a ton, and 70 per 
cent of that selling price represents transportation. Now, that seems 
rather startling, but the fact is that you have two tons of ore to haul 
from Lake Superior; it is hauled by rail to the head of the lake, 
hauled down the lake, and then from the foot of the lake to our local- 
ity. You have a ton and six-tenths of coal that you have to haul 
from western Pennsylvania. You have half a ton of limestone and 
the freight outbound on your iron. 

Altogether, in making 1 ton of pig iron there are about 6 tons of 
material handled, and the fact is to-day over 70 per cent of the 
selling price represents transportation. In other words, the trans- 
portation charge in Pennsylvania to-day on a ton of pig iron is 
greater than we sold the pig iron for in 1914, and it is also greater 
than the selling price to-day of basic pig iron in Belgium. That 
basic pig iron m Belgium can be brought to Philadelphia cheaper 
than pig iron can be brought from Pittsburgh to Philadelphia, l ou 
see we are hit on the high cost of our raw materials and foreign 
competition we have due to low ocean freights, and we feel that that 

1'ustifies our asking for a rate of $2.50 per ton, as provided in the 
^ayne-Aldrich bill, which we think is fair and reasonable. 

Senator Smoot. You want your brief recorded in full, Mr. Logan? 

Mr. Logan. Yes, sir ; it is very short. There are three other items 
that I wish to mention. The first is calcined magnesite, which appears 
under paragraph 47; the second is fluorspar, which appears under 
paragraph 207; and the third is ferromanganese, which appears 
under paragraph 302. These are all raw materials to us, and we 
have no suggestions to offer, because it is not in our line of business 
to manufacture those materials. We do not object to any reasonable 
tariff on them, but we do feel that the rates proposed in the House 
bill are entirely high. 

BBIEF OF JOHN W. LOOAH. REPBESENTIKO ALAN WOOD IKON & STEEL CO.. 

PHILADELPHIA. 

The Alan Wood Iron & Steel Co. respectfully submits that it is a corpora- 
tion organized under the laws of the State of Pennsylvania, with general offices 
in Philadelphia, and with blast furnaces at Swedeland, Pa.; open-hearth steel 
plant, blooming mill, and plate mill at Ivy Rock, Pa. ; and sheet mills at Con- 
shohocken, Pa. All the plants of the company are located near together In the 
Schuylkill Valley and about 15 miles from Philadelphia. Among the raw 
materials which we use are iron ore, steel scrap, fuel, limestone, ferromanganese, 
magnesite, and fluorspar. From these raw materials we manufacture and sell 
pig iron, steel billets, steel plates, and steel sheets. 

We respectfully protest against paragraph 301 as submitted in H. R. 7456, 
calling for an equal duty of $1.25 per ton on pig iron and steel scrap. 

Pig iron is a manufactured product carrying in Its cost a heavy proportion 
of labor charges, including not only the actual furnace labor, but the labor 
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involved in mining and transporting the ore, coal (used in the form of coke), 
and limestone. 

Scrap steel is used in the manufacture of open-hearUi ingot steel in conjunc- 
tion with pig iron. It comes either as a manufacturing waste from plants mak- 
ing steel products, or from the tearing down, on account of age or obsoles- 
cense, of steel structures. But little labor is involved in its preparation. 

To place two materials of such essentially different characteristics on the 
same basis of tariff duty is, we believe, wrong. We respectfully submit that 
there should be a differential in the duties on these two materials, and feel 
that this differential should be not less than $1.50 per gross ton in favor of 
pig iron. 

Blast furnaces manufacturing pig iron located on or near the Atlantic sea- 
board (as ours are) are subjected much more severely to European competi- 
tion than are those located further inland. Our costs are higher, due to the 
longer hauls and higher transportation charges on our raw materials. Low 
water transportation rates facilitate delivery of European iron and steel to 
Extern seaboard markets, the ocean jtreight being frequently less than the 
cost of hauling from even Pittsburgh to the same points. On account of its 
character and adaptability as ship ballast pig iron is often carried across the 
Atlantic for comparatively trivial rates. 

The Iron Trade Review of August 4, 1021, quotes Belgian basic pig iron at 
175 francs per metric ton, which is equivalent to $13.30 per ton. This price 
is for finished pig iron which can be delivered at the Atlantic seaboard for 
not over $5 additional. We are compelled to pay for transportation charges 
alone on the materials required for the manufacture of 1 ton of pig iron (with- 
out figuring in at all the cost of the materials themselves, or the cost of labor 
and manufacture), a few cents per ton more than the Belgian price for the 
finished article. 

In our appearance before the Committee on Ways and Means of the House 
of Representatives we asked for the reenactment of the duty on pig iron 
contained in the tariff act of 1909, which duty had proven, by several yeara 
trial, to be fair and equitable, both as affording reasonable protection to the 
interests involved and considered as a means of revenue to the Government 
This duty was $2.50 per ton. 

Under the circumstances as above outlined, we feel our requests are fair 
and just We consequently urge your committee to recommend the reenact- 
ment of a duty on pig iron of not less than $2.50 per ton. And that the duty 
on steel scrap should be at least $1.50 per ton less than the duty on pig iron. 

Leaving to other steel companies who have appeared, or expect to appear, 
before your committee with respect to duties on calcined magneslte, fluorspar^ 
and ferromanganese the presentation of specific arguments and recommenda- 
tions, we desire to record our protest against the rates proposed as being very 
much too high. We are not opposed to any reasonable protective duties on 
our raw materials, but the suggested duties on the three materials above 
referred to are so unprecedented that we feel we must protest They are 
entirely out of line with the duties on various forms of finished steel con- 
taind in this bill, which duties we believe to be just and reasonable. 

SILICON. 

[Paragraph 302.] 

STATEMENT OF KABOLD H. BUBTON, CUEVELAND, OHIO. 

Senator Smoot. As I understand it, Mr. Burton, you speak for 
Mr. Day and Mr. Root? 

Mr. Burton. That is correct. 

Senator Smoot. And all on paragraph 302? 

Mr. Burton. Yes, sir. I represent Dr. Aladar Pacz, of Cleveland^ 
and also the General Aluminum & Brass Manufacturing Co., of De- 
troitf and Mr. J. W. Knapp, of the Precision Die Casting Co., of 
Syracuse, N, Y. 

We are urging an amendment to paragraph 302 of the Fordney 
bill. 
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The effect of this amendment is simply to keep free from duty, as 
it is now, silicon, which contains 5 per cent less of iron, as contrasted 
with ferrosilicon, to which the paragraph principally relates. 

Senator Smoot. This bill provides, '' Ferrosilicon containing 8 per 
cent or more silicon and less than 30 per cent, 2^ cents per pound on 
the silicon contained therein." What ferrosilicon do you have ref- 
erence to? 

Mr. Burton. I have reference to that mentioned in about five or 
six lines below that. It begins at line 11, on page 40, you will notice. 

Senator Smoot. " Ferrosilicon containing 8 per cent or more sili- 
con, and less than 30 per cient, 2| cents per pound on the silicon 
contained therein." Is that the one you are complaining of? 

Mr. BuBTON. No, sir. The bill continues : " Containing 30 per cent 
or more of silicon and less than 60 per cent, 2f cents per pound on 
the silicon contained therein; containing 60 per cent or more of 
silicon and less than 80 per cent, 3^ cents per pound on the silicon 
contained therein ; containing 80 per cent or more of silicon and less 
than 90 per cent, 4 cents per pound on the silicon contained therein." 

Then there is this next sentence : " Containing 90 per cent or more 
of silicon and silicon metal, 8 cents per poimd on the silicon con- 
tained therein." 

Senator McLean. What do you want that changed to? 

Mr. Burton. Amend that by striking out from paragraph 302 the 
words " and silicon metal " immediately following the words " 90 
per cent or more of silicon," in line 20, on page 40, and by inserting 
m paragraph 302, after the word "therein," in line 22, on page 40, 
the words : " Provided, however^ That the silicon containing 5 or less 
per cent of iron shall be classified as silicon metal, and that no duty 
shall be imposed upon it or upon its silicon content." 

That grade of silicon is entirely distinct from the ferrosilicon 
spoken of in the rest of the paragraph. That grade of silicon is not 
used in any way in the manufacture of steel. All of the ferrosilicon 
referred to in the paragraph is used solely for the manufacture of 
steel. 

Senator McLean. What is it used for? 

Mr. Burton. It is used in the making of a new alloy of silicon and 
aluminum, an Alpax alloy, which has been discovered by Dr. Pacz, 
whom I represent here, and which alloy is being developed by the 
General Aluminum & Brass Manufacturing Co., of Detroit. 

Senator McLean. What is that used for? 

Mr. Burton. The new alloy is the alloy which has been sought for 
years in the aluminum industry and substitutes 15 per cent of silicon 
where there before has been copper in aluminum. The present No. 12 
aluminum is 92 per cent alummum and 8 per cent copper. This new 
Alpax alloy is 85 per cent aluminum and 15 per cent silicon. 

Senator McLean. What do you use it for when you get it made? 

Mr. Burton. We use it for practically everything for which alumi- 
num is now being made. 

Senator McLean. Is it a cheaper substitute? 

Mr. Burton. It is from 10 to 30 per cent cheaper. It is also 10 per 
cent lighter. 

Senator Watson. What is the name of the gentleman whom you 
say you represent? 
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Mr. Burton. Dr. Paez. He has been for 15 years one of the scien- 
tific staff of the General Electric Co., at Cleveland, Ohio. 

Senator Watson. Did he originally have a patent on some process 
for manufacturing ferrosilicon? 

Mr. Burton. No, sir. 

Senator Watson. Did not somebody have such a patent? A patent 
on the manufacture of some sort of alloy? 

Mr. Burton. He has a patent on this Alpax alloy. 

Senator Watson. Has not that patent expired? 

Mr. Burton. No, sir; it was just jg^anted on the 16th of this month. 
It is a new patent. These companies that are operating have been 
operating up until the last few days under the application for the 
patent. 

Senator Watson. Do these people wliom you represent actually do 
a manufacturing business? 

Mr. Burton. The General Aluminum & Brass Co,, of Detroit, does; 
yes, sir. 

Senator Watson. And you i-epresent them? 

Mr. Burton. I represent them and also Dr. Pacz. 

-Senator Watson. Have you really purchased any silicon? 

Mr. Burton. We have now in this country 150 tons. 

Senator Watson. Where do you buy that? 

Mr. Burton. That was bought in France and in Switzerland. It 
came in under the present law duty free. 

Senator Watson. Had not that iJeen manufactured in the United 
States? Did you have to go to France to get it? 

Mr. Burton. Yes ; that was the trouble. Dr. Pacz is an American 
citizen and has been for years. Before goin^ to France after com- 

( dieting his investigation he tried to obtain it in this country. He 
ocated three ferrosilicon plants at Niagara Falls ; the Carborundum 
Co., which is understood to be a subsidiary of the Aluminum Co. of 

America 

Senator Watson, That is at Niagara Falls? 
Mr. Burton. Yes, sir. The Electro-Metallurgical Co. and the 
United States Ferro Alloy Co. Each one of those companies pro- 
duce ferrosilicon, but they had never produced this grade of silicon. 
Dr. Pacz endeavored to obtain some from them. The Aluminum 
Co. of America became interested in his invention and for some time 
negotiated with a view to obtaining control of it. Those negotia- 
tions were not successful, however, but during those negotiations 
he obtained silicon from the Carborundum Co. in 500-pound lots. 
However, it did not prove to be satisfactory and he has not been 
able to use it. About the same time he applied to the Electro-Metal- 
lurgical Co. and they referred him to the Carborundum Co. He 
also went to the third company^ and they negotiated for his pat- 
ent but did not supply him with the metal. We reinvestigated 
those conditions there in July of this year. At this time each one 
of the companies has produced a slight amount of this metal, but 
they have not been able to obtain a test on it which has satisfied us 
that it would be satisfactory. They offered that metal, which 
they make there, at 16 to 17 cents per poimd. It is now being bought 
by the Greneral Aluminum & Brass Manufacturing Co. at 14 cents 
81627— 22— ecH 3 8 
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per pound from abroad. That difference is slight, and they say they 
will be able to eliminate that. 

Senator Watson. Does this patent co^er the process of combining 
silicon and aluminum? 

Mr. Burton. Yes, sir. 

Senator Watson. What effect would it have if that patent were 
granted to him and we gave you the tariff you want here? 

Mr. Burton. Let me point out the fact that we do not want a 
tariff; we rust want it free. 

Senator Watson. You want free trade? 

Mr. Burton. We want free trade on the element for which we 
have created a market, which is the only market there is for it in 
the world. 

'Senator Smoot. There may be other markets created. This is the 
way I understand what you want — ^I do not know whether I have 
got your wording exactly right, and that is the reason I am stating 
it — ^beginning on line 20, page 40, the way your amendment would 
read would be this : " Containing 90 per cent or more silicon, 8 cents 
per ^ound on the silicon contained therein, provided that silicon 
containing 5 per cent of iron shall be classified as silicon metal and 
that no duty shall be imposed upon it." 

Mr. Burton. Yes, sir. 

Senator Smoot. In other words, you want it to come in free? 

Mr. Burton. Yes, sir; as it is now. 

Senator Watson. Let me ask you this broad question: Has the 
Metallurgische Gesellschaft anyth'mg to do with this patent? 

Mr. Burton. They have nothing to do with the American patent. 
They are producing this now under Dr. Pacz's European patent in 
Germany, but he is not p^rn^i^i^g importation into the United 
States. There is no possibility of that getting into the United States. 
The way it will come into competition with aluminum in the United 
States will be through the production here in the United States. 

Senator Smoot. In other words, if there is 5 per cent iron in it, 
you want it to come in free? 

Mr. Burton. Yes; five or less, because we are the only one that 
make use of that here. So far as the silicon that is being imported 
is concerned, it would raise the price of it from 14 to 22 cents. The 
result of that would be to put tnis Alpax on a par with or make it 
more expensive than aluniinum, and although it is a better alloy, it 
would meet with hard competition from the Aluminum Co. of 
America and would be unable, in the face of that slight differential 
against it, to build up the infant industry which is producing a bet- 
ter alloy. Therefore, there would be no revenue from it because it 
would cut out the importation. 

As for the companies producing it here, if those companies actually 
need an 8-cent differential, then, of course, they will have to sell it 
at 22 cents per pound themselves, and there will be no market for 
Alpax and no market for the silicon. 

This is produced not by labor but by water power. It is not a 
question or protecting American labor; it is a question of protect- 
ing competition of ideas. The importance of this to us is that we are 
now bringing before the country an improved alloy which we regard 
as one wnich will supersede to some extent copper and brass, more 
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expensive elements, and supersede to some extent iron and steel, 
which are heavier and not so well adapted to some of the uses to 
which they are put as would be this lighter and stronger alloy. It 
seems to me that the only effect of this tariff would be tq raise the 
price of the new alloy to such an extent that it would push it off the 
American market. 

Senator Watson. You say there is no labor involved in this? 

Mr. BuBTON. No ; no labor. 

Senator Watson. That is, you mean the labor involved is a negli- 
gible quantity? 

Mr. jBukton. In the production of the silicon it is really negligible, 
because it is a water-power production from silica or sand to this 
high-grade silicon. 

Senator Smoot. Is there anything else ? 

Mr. Burton. There is just one more point. In developing this 
process and commercializing it, as these companies are doing, they 
naturally did so relying on the tariff situation as it then stood. 
When they started this was on the free list. There seems to be no 
reason why a commodity for which they created the only market 
should not remain on the free list. These parties prepared a brief 
which I would like to have permission to file. 

Senator Dillingham. Has this new alloy any trade name? 

Mr. Burton. It is called Alpax, meaning peace in the aluminum 
industry. 

BBIS7 or HABOLD H. BV&TOH, CLEVELAND, OHIO. 

The foUowing parties respectf uHy submit this brief : 

Dr. Aladar Pacz« director of scientific researcli, Aipax Research Laboratories, 
1138 East One hundred and fifty-second Street, Cleveland, Ohio, inventor of 
Alpax process and owner of Alpax patents on sUicon-aluminum allojrs. 

Hon. Wimam L. Day, Cleveland, Ohio, formerly Judge of United States Dis- 
trict Court for Northern District of Ohio, associated with Dr. Pacz In develop- 
ment of sUicon-aluminum alloys. 

Thomas E. Monks, Cleveland, Ohio, vice president of the Guardian Savings 
& Trust Co. ; interested in development of Alpax alloys. 

J. W. Knapp, of Precision Die Castings Co., Syracuse, N. Y., part owner of 
Alpax die-casting license. 

Frank C. Root, president of the General Aluminum & Brass Manufacturing 
Co., of Detroit, Mich., which company is owner of Alpax sand-casting license. 

PRBSENT TARIFF. 

The present tariff law places an ad valorem duty of 15 per cent on ferro- 
silicon. There is no duty on any grade of ferrosilicon that contains 5 or less 
per cent of iron. Such a grade of silicon would be more properly classified as 
silicon metal, and is so referred to In this brief. 

FB0F06ED TABIFF. 

Paragraph 802 of the Fordney tariff bUl (H. R. 7466) proposes the following 
duties for ferrosUicon and silicon metal (without regard to its percentage of 
iron) : 

***** f^rosilicon containing 8 per cent or more of silicon and less than 
90 per cent, 21 cents per pound on the silicon contained therein ; containing 30 
p^* cent or more of silicon and less than 60 per cent, 2i cents per pound on the 
silicon contained therein; containing 60 per cent or more of silicon and less 
than 80 per cent, ^ cents per pound on the silicon contained therein ; containing 



Digitized by 



Google 



1638 TARIFF HEARINGS. 

80 p^r cent or more of silicon and less than 90 per cent, 4 cents per pound on 
tbe silicon eontaluetl thei*ein, containing 90 per cent or more of silicon and 
silicon metal, 8 cents per pound on the silicon contained therein; ♦ ♦ • 
ferrosilicon, * * * and all alloys useil in the manufacture of steel not spe- 
cially provided for, 30 per cent ad valorem." 

Paragraph 302 as a whole evidences an apparent intent to cover only alloys 
used commercially in the manufacture of steel. The above-quoted language, 
however, actually goes further. "Ferrosilicon*' (or more prop^ly, "silicon 
metal ") that contains 5 or less per cent of iron is not now and never has been 
used commercially in the manufacture of steel. Nor is it conceivable that silicon 
metal with 5 or less per cent of iron will ever be used in the manufacture of 
steel. Such a use of it would require the elimination of the iron from ferrosilicon 
and then the immediate restoration of the iron when making the steel. Until 
1919 po commercial use whatever had been discovered for a grade of silicon con- 
taining 5 or less jyer cent of iron. Up to that time the language now used in 
the Fordney bill would have done neither harm nor good in so far as tliat 
language included that grade of silicon. 

Since 1919 one of the country's leading scientists, for 15 years on the technical 
staff of the General Electric Co., has discovered a grain-refining process for 
transforming a hitherto brittle and useless silicon-aluminum alloy into a new 
form of alloy known as Alpax. The name of this inventor Is Dr. Aladar Pacz, a 
citizen of Cleveland Heights, Ohio. His broad underlying United States patent 
on this alloy was formally issued to him on August 16, 1921. This new form of 
alloy has remarkable physical properties and high commercial value, as more 
tlilly stated l)elow. The manufacture of Alpax is an infant industry undertak- 
ing to compete with commercial aluminum, and in some cases with products of 
ccjpper, brass, cast iron, or even steel. It requires for its manufacture silicon 
metal containing 5 or less per cent of iron, and it affords the only known com- 
mercial use for that grade of silicon. Silicon of that grade is not now and never 
lias been produced in this country, except in insignificant quantities. Therefore 
there is no existing production of it to be protected. 

The market for that grade of silicon accordingly depends solely upon the 
market for the above-named silicon-aluminum alloy, Alpax. It is now being 
manufactured, among other places, in France and in Switzerland, and it is being 
purchased at approximately 14 cents per pound by the General Aluminum & 
Brass Manufacturing Co., which is the principal present licensee under the 
United States Alpax patent above mentioned. The language of the Fordney bill 
would place a duty of 8 cents per pound on this grade of silicon, raising its price 
to 23 cents per pound. If it is contended that domestic silicon producers will re- 
quire this tariff to produce silicon of this grade, nothing will be accomplished by 
the tariff, because this silicon at 22 cents per pound will artificially raise the 
price of Alpax so high as effectively to hamper or prevent its commercial intro- 
duction. For the same reason this tariff will cut off the sole United States market 
for imported silicon of this grade. Tbe tariff provision accordingly would raise 
no revenue, would foster no silicon Industry, and would accomplish nothing 
more than deprive the country of a new, improved, and cheaper alloy. It would 
compel United States manufacturers to use the inferior and more costly present 
grade of commercial aluminum while other countries could use Alpax. 

This would be using the tariff neither for revenue nor for the protection of a 
new industry. It would be using the tariff for the artificial protection of well- 
intrenched producers of an inferior product which should be transferred to other 
than its present uses. It would not be protection against the cheaper foreign 
l)ro<luction of the same commodity. It would be protection against the cheaper 
domestic production of a better commodity, manufactured in part from a foreign 
material nowhere commercially produced in this country, and. Judging from the 
tariff rate, impossible of production at any marketable price. 

It is hoped by the owners of Alpax that the required grade of silicon can be 
produced in this country at less than 22 cents per pound. If it can be producwl 
for less than 22 cents per pound the tariff should be less than 8 cents per pound. 
It has been hopefully suggested, but not demonstrated, that domestic silicon 
producers can profitably produce It for 14 to 15 cents per pound. If so, there 
should be no tariff which would artificially force the price of imported silicon 
above that price. There can be no reason for overprotection except to unduly 
force up the price of Alpax. There can be no reason for thus unduly forcing 
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iip the ^rlce of Alpax except either to reap an undue protit upon the silicon or 
to force Alpax out of competition with Inferior commercial aluminum. 

Looking still deeper, there appears to be no good ground for a substantial 
protective tariff on this grade of silicon. It Is produced from silica or sand 
by the use of a reducing agent and the application of electric current derived 
from water power. The silica or sand is available here equally as well as in 
Kurope. The electrical current and reducing agents are available here equally 
as well as there. There therefore appears to exist no element of American labor 
cost and no substantial element of increased cost of any kind which would not 
be offset by the cost of transatlantic transportation. There accordingly appear 
to be no substantial reasons for a lack of competition by American silicon pro- 
ducers unless it be their intellectual inability or moral unwillingness to enter the 
field. None of us will concede the intellectual inability. We can see no rea- 
son for moral unwillingness to compete unless it be a desire artificially to pre- 
ser>'e a substantial monopoly for allied interests controlling an inferior product 
which the new Alpax alloy might force into different channels of use. We 
therefore can see no good reason why our Government should use the present 
language of the Fordney bill to extend the steel alloy tarilT over the grade of 
silicon required for the manufacture of Alpax. Such an extension would yield 
no revenue and would afford no protection to any existing industry. The pro- 
posed rate of 8 cents per pound would afford unrequired protection to a possible 
sonrce of supply in America, and this source, by a continuation of its previous 
failure to supply this product, could substantially shut off the introduction and 
ilevelopment in this country of a new and valuable alloy in competition with an 
inferior and more expensive alloy which has long been on the market. 

KECOMMENDED AMENDMENT. 

To meet the above situation the following amendment is suggested to tlie 
Fordney bill, which has been passed by the House of Representatives, has been 
read twice in the Senate, and is now referred to the Senate Committee on 
Finance : 

"Amend by striking out from paragraph 302 the words * and silicon metal ' 
immediately following the words *90 per cent or more of silicon,' in line 20, 
on page 40, and by inserting in paragraph 302, after the word 'therein,' in 
line 22, on page 40, the words : * Provided^ however. That silicon containing 5 
or lees per cent of Iroii shall be classified as silicon metal, and that no duty 
shall be imposed upon it or upon its silicon content.* " 

DK. ALADAB PACZ. 

Dr. Pacz, the inventor of Alpax, Is a native of Hungary. He came to the 
United States as a doctor of science in 1905. Since 1906 he has resided in 
Cleveland, Ohio, and Its vicinity. Since 1912 he has been a naturalized citizen 
of the United States. 

From 1906 to 1920 he served as one of the leaders on the scientific staff of 
the National Lamp Works of the General Electric Co., at Cleveland. During 
that time he made a number of scientific discoveries of the greatest practical 
value. Among these may be mentioned his discovery in 1907 of a new process 
for the manufacture of pressed tungsten filaments, which has proved to be the 
most efficient process of Its kind and which was a forerunner of tho drawn 
\iire, now universally in use. 

In 1914 he also discovered the ** nonsag " tungsten wire, which is of gi-eat 
importance in the manufacture of colled filament incandescent electric lamps. 
This wire has been the only means of making this type of lamps efficient and 
Is now universally used. This wire also made possible the development of 
kenotrou and pliotron tubes, which were of great value to the United States 
and its allies in wireless telegraphy during the war. 

In about 1919 he became nmch interesttnl in the development of metallic alloys 
and discovered an important improvement in aluminum alloys, which was pat- 
«ited In the name of the General Electric Co. These alloys were somewhat out 
of the regular line of development of the Oenoral Electric (>>., ami since that 
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date it has permitted Dr. Paez, while doing some work for it, to maintain and 
operate on its property liis private lal)oratorie8. Here lie has devotiad himself 
almost exclusively to the development of alloys. 

Shortly after beginning his independent work he discovered u so-called grain- 
refining process, which has served a problem in aluminum alloys which had 
been studied unsuccessfully by the aluminum industry for a number of years. 

Aluminum and silicon are the two elements most commonly occurring in the 
crust of the eartli. All technical efforts directed toward the combination of 
these elements had fulled to be of any commercial value, tiecause the resulting 
alloy had little tensile strength and elongation with hi^ brlttleness. 

By means of the new grain-refining process Dr. Pacz created Alpax. Tliis is a 
silicon-aluminum alloy, containing approximately 86 per cent of aluminum and 
15 per cent of silicon. 



The above-mentioned silicon-aluminum alloy, named Alpax, is of the greatest 
commercial value. Among other things, as compared with No. 12 aluminum now 
in general use, Alpax is 10 per cent lighter, has 60 per cent greater tensile 
strength, has between 300 and 400 per cent greater ductility, and is from 10 
per cent to 30 per cent cheaper. It has a resistance to chemical influences higher 
than all known aluminum alloys and has the hi^est heat conductivity of them 
all. Its coefficient of expansion is the lowest of all known aluminum alloys. It 
lias a teimile stivn^rth nf 2<1(HM) to H2.0(K) pimnds iK»r stiuare inch and an elonga- 
tion of 6 to 11 per cent in sand castings without heat treatment. It has a re- 
sistance to corrosion equal to that of pure aluminum and greater than that of 
its alloys. It has an electrical conductivity 75 per cent of that of pure aluminum. 
It has a lower shrinkage in casting than any known alloy of aluminum, its 
shrinkage being the same as that of cast iron. It is the only nonporous alumi- 
num alloy. Its casting qualities are excellent and are superior to those of the 
aluminum alloys now in use. 

Tpon th's invention Dr. Piicx has ex|)ende<l and is*»xiH»nd njr his i*nt*re pi^rsonal 
resources. His patent on the alloy has already been issued in the United States 
and in Canada, and his applications are pending in all civilized countries. His 
United States patent is No. 1,387,900 issued to him August 16, 1921. 

Licenses have been issued by him to the General Aluminum & Brass Manu- 
facturing Co.. of Detroit, Mich., for sand castings, and to J. W. Knapp and 
B. N. Dollin, of the Precision Die Castings Co., of Syracuse, N. Y., for die 
castings. The alloy is now being used in the United States, particularly in the 
casting of automobile parts. Commercial development under the pending pat- 
ent applications is also progressing rapidly abroad, but the United States is 
being reserved for domestic manufacturers. A great variety of successful cast- 
ings have been made, all without the use of chills. Among castings successfully 
made may be mentioned automobile crank cases, gear housings, radiator parts, 
and many other light parts, wheels, etc., as well as a grand-piano frame, which 
latter casting is of a size never before snccessfnlly attemptod with an aluminum 
alloy. It is also being rolle<l successfully into sheets. 

MTK.MI'TS TO OHTAIN KKfjl'IKKI) SfMCtlN IN THK UNITED STATUS. 

In 1920, after completing the discovery of his grain-refining process which 
insured the commercial success of his silicon-aluminum alloy. Dr. Pacz first 
endeavoi-ed to locjite in the I'nited States Innnediately available supplies of 
silicon containing 5 or less per cent of Iron. He succeeded in locating three 
ferrosilicon producers, all in the vicinity of Niagara Falls, N. Y. The Car- 
borundum Co., understood to he affiliated with substantially the same interests 
ns eontrolle<l the Aluminum Co. of America; the Blectro-Metallurgical Co., 
understood ti» be a subsldiar>' of tlie Union Carbide Co. ; and the United States 
Ferro Alloys Co. The latter company referred the matter to the Carborundum 
Co. The Carborundum Co. and tlie .Vhnninum Co. of America displayed an 
active interest in the new invention, and for some time negotiations were con- 
ducted with a view to the acquirement by the latter company of a substantial 
interest in the invention. These negotiations did not come to a successful con- 
clusion, but Dr. Pacz obtained delivery in 500-pound lots of the silicon available 
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at the CarboruDdutn Co. for the manufacture of Alpax. After repeated tests 
this silicon proved unreliable ami of thoroughly unsatisfactory quality for the 
purpose. The Electro-Metallnr^cal Co. also conducted negotiations for the 
acquirement of the invention. The negotiations, however, were not successful 
and Dr. Pacz was unsuccessful In obtaining silicon for his purposes. He then 
personally investigated sources of supply abroad and located satisfactory sources 
In France and Switzerland, from which he has since obtained his supplies of 
silicon and found the same satisfactory. 

In July, 1921, in response to inquiries from the Niagara Falls district, Mr. 
F. C. Root, president of the General Aluminum & Brass Manufacturing Ck)., 
which then held a sand-casting license for Alpax, reinvestigated the sources of 
supply from each of the above-uame<l companies at Niagara F^lls. In each case 
the companies nvoKulzed the denuind for the required grade of silicon to be a 
new proposition, and In at least two cases It was made plain that the supply 
of that grade of silicon could not be given with the same equipment and the 
same methods of production then in use for lower grades of silicon. Bach of 
the companies stated that up to that time they had made only small quantities 
of the required metal, the Carborundum Co. about a carload, the United States 
Ferro Alloys Co. a few barrels, and the Electro-Metallurgical Co. a small quan- 
tity. Quotations for a future supply of the metal varied from 15 cents to 17 
rents i>er pound with Indications of lower prices upon increases of production. 

FERROMAITGAVESE. ' 

[Parairraph 302.] 

STATEMENT OF WILLIAM DETTE, REPKESENTINO CROCKEB BEOS., 

NEW YORK, N. Y. 

Mr. Dette. I represent the Crocker Bros. We ask to be heard in 
opposition to the rate proposed on ferromanganese in paragraph 302. 

if ay I read from this manuscript ? 

Senator Smoot. If you will leave it with the conunittee, it will not 
be necessary. You may simply state what you want, and that will 
do just as well. 

Mr. Dette. It is hardly in shape to present as a brief. 

Manganese ores have always been admitted free. The domestic 
supplies are limited, inferior in quality, and far from consuming 
points. 

Senator Smoot. You want that free now i 

Mr. Dette. Yes; except possibly for revenue. 

Even under the stimulus of war necessity and high prices domestic 
production furnished only a small part* of our total needs, and that 
only by a sacrifice in quality of the smelted product. 

senator La Follette. What is thje total consumption ? 

Mr. Dette. About 300,000 tons, I dhould say, normally. 

It is safe to say that the steel trade must depend for all time on 
foreign ores or foreign ferromanganese for at least 90 per cent of its 
requirements. The proposed duty of 1 cent per pound content, or 
about $11.20 per long ton on average ores, would be merely a subsidy 
to one or two ore producers. We recommend that manganese or^ 
be taxed not more than $1 per ton for ores containing 45 per cent 
manganese and over. 

Senator La Follette. Did you state that during the war period 
we produced onlv a negligible quantity of manganese ore 'i 

Mr. Dette. Of ore, yes. 
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Senator La Follette. 1 have a memorandum here which states 
that we produced 306,000 tons of manganese ore. 

Mr. Dette. In 1918. 

Senator La Follette. I understood you to say just now that our 
total consumption was 300,000 tons. 

Mr. Dette. The total consumption of ferromanganese. 

SenatwLA Follette. Oh, that is the extract? 

Mr. -Dette. Yes. That is the smelted product; that is, as it is 
used in the steel trade. 

wSenator La Follette. Then, the 306,000 tons we produced, if it 
was 35 per cent ore, would be 35 per cent ferromanganese ? 

Mr. Dette. Well, you could not make 80 per cent ferromanganese 
of 35 per cent ore. 

During the war period, the standard of ferromanganese was reduced 
to 70 per cent. Of course, the 35 per cent ore mined in this country 
was probably mixed with the richer ores brought from abroad. 

We contend that ferromanganese is impropeny classified. 

Senator Jones. I do not beUeve you nave given clearly the in- 
formation which the Senator from Wisconsin wanted. 

Do I understand that your ferromanganese can be gotten only 
from ores of 70 per cent or above in purity ? 

Mr. Dette. Eighty per cent ferromanganese, which is the stand- 
ard, can be made only from about 45 to 50 per cent manganese 
ore.* During the war the ore we got in this country was not rich 
enough to make 80 per cent. 

Senator Smoot. Our manganese ores, for instance in (Mifomia, 
run about 35 per cent ? 

Mr. Dette. Thirty-five or forty per cent. 

Senator Smoot. 'They are rich enough to smelt i 

Mr. Dette. Well, if they run to 45 per cent, yes; but they have 
always mixed them with richer ores from outside. 

Senator Jones. The Senator wanted to get at the tonnage pro- 
duced in this country during the war, and the amount imported. 
If you consider it on the basis of ore running as high in percentage 
as you now mention, it seems to me your information does not ac- 
cord with that which the Senator has. 

Senator Smoot. The average of American production is 40} per 
cent. 

Senator Jones. 1 may say that the matter was gone into fully 
by the Committee on Mines and Mining during the war. 

Mr. Dette. In the period 1914 to 1918, inclusive — a period of 
five years— the imports were 2,294,875 tons, or 82.8 per cent. The 
production in the United States was 478,996 tons, or 17.2 per cent, 
so that the greater part of the United States production was in 1918. 
The total in five years was 478,000; and in 1918, 306,000 tons. 

We contend that ferromanganese is improperly classified. It should 
be included in paragraph 301 with pig iron, iron kentledge, spiejgel- 
eisen, and so on. It is not a ferro alloy in the sense of other alfoys 
in paragraph 302, which are made either by the electric furnace or 
thermit processes, and which are added to special steels for the 
properties conferred by the metals, such as tungsten, chrome, etc. 

Ferromanganese is used in steel making mainly as a deoxidizer 
and recarburizer. Any improvement in strength or rolling quali- 
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ties obtained by its addition i^ incidental, and not the main reason 
for its use. Its purpose is to free the molten metal from oxygen 
ahd to restore tne required amount of carbon. Ferromanganese 
is a product of the blast furnace, made by smelting mar^anese ores 
in a coke-fired blast furnace, the same as pig iron. Tiiere is no 
difference in furnace construction or equipment. There is no dif- 
ference in operation, except that more fuel is required and more 
limestone for fluxing. The product is cast in a bed and is broken 
into lumps instead of being cast in pigs, as this is the most con- 
venient form for use. Otherwise, there is no difference between 
making pig iron and ferromanganese. 

Commercial ferromanganese contains about 80 per cent manganese 
and from 5 to 7 per cent carbon; the balance oeing iron, a small 
percentage of silicon, sulphur, and phosphorus. It is ahrays sold by 
the CToss ton, as is pig iron, and never oy the pound, as arc the elec- 
tric-furnace ferro-alloys. 

The classification in the Fordney bill is misleading, inasmuch as it 
includes ferromanganese with manganese metal and tnermit products, 
whose values de]>end on a low carbon content. 

Standard ferromanganese always contains 5 to 7 per cent carbon. 
It can not be made in a blast furnace with any lower carbon, and it is 
this carbon content which makes it valuable as a recarburizer. 

For these reasons we reconmiend that it be restored to its proper 
place in paragraph 301 with pig iron and other blast-furnace products. 

The rate of 2\ cents per pound on manganese content, reduced to 
the proper gross ton equivalent, is $39.42. 

From 1903 to 1916 the highest annual average price of ferro- 
manganese was $61.27 in 1907, the year of the Russian-Japanese war. 
The lowest average annual price was $32.41 in 1904. m 1914 the 
average price was $43.61, and for the ID years preceding the average 
price was about $47.50. The price to-day is about $65. The proposed 
duty, therefore, is 80 per cent of the prewar price, or 60 per cent of 
the present price. In addition, the duty is misleading and confus- 
ing when stated in cents per pound on a tonnage product, which is 
a raw material to most steel makers. The effect of this duty would 
be to increase greatly the cost of ferromanganese to American steel 
makers. 

The United States St^el Corporation, and perhaps one or two of 
itfi larger competitors, might make their own ferromanganese, but 
the great body of about 250 steel-melting plants in the United States, 
which always buy ferro in the markets, would be taxed to create a 
monopolv for one or two domestic merchant producers. The smaller 
independent steel makers, already at a disadvantage as compared 
with their larger competitors, would be further burdened, and by 
reason of increased costs would be absolutely barred from export 
markets. 

The interests of these independent manufacturers require the 
restraining influence of foreign competition to prevent a repetition 
of the unreasonable prices which prevailed on this product when 
competition was temporarily reduced. The rates in the present bill 
are not only high but are not proportionate. It requires about 
2.2 tons of 50 per cent ore to make 1 ton of ferromanganese, or about 
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110 units of managanese in the ore, making 80 units in a ton of 
ferromanganese. 

Thus, at the present rates of $11.20 on ore, the tax on the ore to 
make 1 ton of lerromanganese is $24.64, while the finished product 
is taxed $39.42. 

One dollar per ton on ore and $2 on ferromanganese would be fair 
and approximately proportionate. 

BBXSF OF WILUAM DXTTX, RSPRSSBHTINQ CROCKBR BROS.. HXW TORK, H. T. 

We respectfully protest against the rates of duty carried by the Fordney hill on 
manganese ores ana ferromanganese and against the imposition of any excessive duties 
on these commoditieB. 

It is the purpose of this brief to show: 1. That the proposed duties on manganese 
ores are unnecessary, uneconomic, and opposed to the public interest. 2. That 
American producers of ferromanganese do not need the protection of a tariff duty; 
that a high duty would impose a burden on many for the benefit of few; that such a 
duty would be prejudicial to public interest. 3. That if any duties are imposed, such 
iluties in order to produce revenue and to prevent discrimination should be reasonable 
specific duties levied proportionately upon manganese ores and ferromanganese. 

MANGANESE ORES. 

Manganese ores are those containing more than 35 per cent manganese. Cominer- 
cially, ores with less than 45 per cent man^[anese are not used for making standard 
ferromanganese. Manganiferous ores — that is, ores with 10 per cent to 35 per cent 
manj^anese and the low-grade manganese ores --are generally used for the manufacture 
of spiegeleisen and high manganese pig iron. 

United States ores, — Reserves of nigh-grade manganese ores are limited and are 
located far from points pf consumption. The proven reserves probably do not exceed 
800,000 tons. The cost of mining and transportation is too high to render them 
economically available. Thie best domestic ores are inferior in quality to foreign ores. 
Their use, therefore, must wait until the development of steelworks in the Rocky 
Mountain and Pacific slope States creates a natural market for them. 

Foreign ores. — ^The largest reserves' of manganese ores are fotmd in Russia (Caucasus), 
India, Brazil, and Cuba, in the order named. The known reserves of these countries 
oxcecd 133,000,000 tons. Mining costs are low, and, owing to the natural move- 
ments of world trade, costs of transportation to consuming countries also are low. 

Ores to make ferromanganese should be high in manganese and low in silica. The 
average analysis of foreign and domestic ores in a dry state is as follows: 



"^ «"'«•• phSSS. »«►" 



Brazilian 46.W 5.00 0.091 ' 4.80 

Indian -.1.60 tt.52 .OftS ; b.99 

Russian •. :.O.oo lai". .17 . 1.25 

r nit ed Stales 40.7:. 12.21 .067' 3.3K 

The average prewar price of manganese ores was $8 to $10 per ton c. i. f. Atlantic 
ports. The present price (Sept. 1, 1921) is 22^ cents per unit, or from $10 to $12 per 
ton. 
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Total consumption of marufanegf ore^ in the United SWen, (hm*^t'>c production, and 

importations. 



Tariff ppriocl. 



Dingtoy bUl, free: 

1908 

1904 

1905 

1906 

1907 

1908 

Total 

Payne-Aldrich bUl, rrei-. 

1909 

1910 

mi 

1912 

1913 

Total 1,289,687 

Underwood biU, free: 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

Total I 3,863, .W 



Total 


Domestic 

produciiou 

Mn. 35 per 

cent and 

over. 


Percent 


Importa- 
tions Mn. 


Percent 


consiimp- 
tlon. 


of total. 


45 per cent 
and over. 


of total. 


Tons. 


Tow*. 




Oto9S tons. 




148,881 


2,H25 


1.9 


146,056 


98.1 


111,665 


3,146 


2.8 


106,510 


97.2 


■ 261, 151 


4,118 


1.5 


257,033 


98.5 


228,181 


6.921 


3.0 


221,280 


97.0 


214,626 


5,601 


2.6 


209,021 


97.4 


184,347 


6.144 


3.8 


178,203 


96.7 


1, 148, 8.% 


28, 7.VS 


2.5 


1,120,092 


97.5 


214,309 


i,r>44 




212,765 


«>.3 


244,606 


2,258 


.9 


242,348 


99.1 


179,309 


2,467 


1.4 


176,852 


98.6 


302,325 


1,664 


.5 


300,661 


99,5 


349, 138 


4.048 


1.1 


345,090 


98.9 


1,280,687 


11,971 


.9 


1,277,716 


99.1 


285,929 


2,635 


.9 


283,204 


99.1 


323,508 


9,613 


2.9 


313,986 


97.1 


607,795 


31,474 


5.1 


576,321 


W.9 


759,377 


129,405 


17.0 


629^972 


83.0 


797,172 


305,869 


38.4 


491,303 


61.6 


388,666 


55,822 


14.2 


333,344 


85.8 


1 701, 000 


94,000 


13.4 


607,000 


86.6 


j 3,863,.^ 


628,318 


16.3 


3,235,219 


83.7 



Manganese ora^t have been admitted free in the United States since 1872, nearly 50 
yean*. Thev are also admitted free by nearly all other countries. It is significant 
that none of the great steel-producing countries — United States, Great Britain, Ger- 
many, or Prance — have anv extensive manganese-ore deposits within their own 
boundaries. They must all depend on imported ora^i. Considering the natural move- 
ments of world trade and the position of the United States as a creditor nation, it Lm 
fair to assume that the United States will always be in as favorable a position for 
securing cheap ores as anv other country. 

No important bodies of manganese ores have been discovered in the United State^^ 
in the p^ 50 yeavs, although the leading ore-mining and steel companies have sought 
them continuously. Even the stimulus of war necessity failed to develop suppliers 
of adequate quantity or satisfactory quality. We must always look to foreku ores 
for from 90 to 95 per cent of our needs. Any high duty on manganese ores will there- 
fore restrict the manufacture of manganese alloys in the United States and increase 
the cost of making steel here. 

We recommend that manganese ores be admitted free, or if a duty be needed for 
revenue then not more than II per gross ton. 

FBRROlfANOANESE. 

Ferromanffaneee of the usual standard commercial grade is a metallic compound 
composed of manganese, 78 to 82 per cent; carbon, 5 to 7 per cent; silicon, 0.50 to 
to 1 per cent; sulphur, under 0.03 per cent; phosphorus, 0.10 to 0.30 per cent; iron, 8 
to 10 per cent. 

Perromanganese is used in steel making mainly as a deoxidizing and recarburizing 
agent. It is added to the niolten metal in the ladle, after the melt has been tapped 
from the Bessemer converter or the open-hearth furnace. At this stage of manufacture 
practically all of the carbon has been eliminated from the steel, but the molten metal 
retains mudi oxygen. Perromanganese at the same time removes this oxygen and 
ndaea the carbon to the desired limit. It also removes some sulphur and ados to the 
strength of the steel as well as improving its working properties, but, as stated before, 
the main function b deoxidization and recarburization. Under present conditions of 
manufacture no steel can be made without ferromanganese, and there is no known 
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subetitute for it. About 96 per cent of all the products of manganeee are used in 
steel making. 

Ferromanganese is made by smelting manganese ores in a blast furnace, ii£dng coke 
as fuel. The furnace is the usual type of pig-iron furnace. There is no difference 
in construction or equipment. There is no difference in operation, except that more 
fuel is required and more limestone for fluxing. It is quite common practice to make 
pig iron, spiegeleisen, and ferromanganese in the same furnace, and to diange from 
one product to another as market requirements, ore stocks, or operating oonditions 
render expedient. Ferromanganese is cast in a bed and broken into lumps, instead 
of bein^ cast in pigs, this bein^ the most convenient form for use. Otherwise, there 
is no difference oetween making pig iron and ferromanganese. 

The cost of making ferromanganese in the United States and in England is sub- 
stantially the same, and has been so for many years. 

Labor represents a very small percentage of the total cost. Normally British labor 
is cheaper, but this is lai^gely offset by larger furnaces in the Unitod States and greater 
output per man employed. 

Coke IS better and cheaper in the United States. 

Ores are derived from tne same sources, and are approximatoly the same. 

The present prices for the material and fuel elements in making ferromanganese in 
the Umtod States and in England arenven below. English figures are converted 
into Unitod States currency at rate of $3.70 per pound sterling. 

Indian manganese ore, 48/50 per cent manganose: 

C. i. f. Atlantic seaboard United States $0. 225 per unit. 

C. i. f. United Kingdom ports, Is. 2d 216 per unit. 

Furnace coke: 

F. o. b. ovens Pennsylvania $2. 75 to $3. 00 per ton. 

F. o. b. ovens Yorkshire, England, 308 5. 55 per ton. 

That there is little difference in costs of production in the two countries is well evi- 
denced by the ^t that the leading steel interest in the United States has made ferro> 
manganeee for its own use for more than 20 years. Considerable quantities have l>eeii 
made also by other producers. 

Relation between domestic production and importations, grouped by tariff periods. 



Tarlfl year period. 



1904.... 
1906.... 
1906. . . . 
1907.... 
1908.... 

Total. 

Duty, W-SO: 
i909.... 
1910. . . . 
1911.... 
1912. . . . 
1913. . . . 

Total. 

Duty free: 
1914.... 
1915. . . . 
1916.... 
1917.... 
191S.... 
1919.... 
1920 «... 

Total. 



Consump- 
tion. 


Domestic 
produc- 
tion. 

■ 


Per cent 
of total. 


Importa- 
tion. 


Per cent 
of total. 


Average 
import 

\TllUC 

per ton. 


QrosiUms. 


Qrws tons. 




OrosMtons. 


- 




77,479 


35,961 


46.4 


41,518 


r>3.6 


$ia94 


78, «» 


67,076 


72.3 


21,814 


27.7 


32.41 


116,027 


62,186 


64.0 


52,841 


46.0 


35.67 


139,879 


55,520 


39.7 


84,359 


6a3 


58.72 


143,318 


,'i5,918 


39.0 


87,400 


61.0 


61.27 


85,266 


40,642 


47.5 


44,624 


52.5 


41.70 


639,859 


307,303 


48L3 


3:fi,556 


.51.7 


47.14 


171, 143 


82,200 


48.0 


88,9^4 


52.0 


:i>sl9 


185,654 


71 376 


.38.4 


114,27S 


61.6 


37.99 


154,745 


74,482 


48.1 


80,25:} 


51.9 


:i7.56 


224,515 


125,378 


55.8 


99, 137 


44.2 


39.41 


247,565 


119,495 


48.3 


128,070 


51.7 


44. .37 


983,622 


472,940 


48.8 


510,682 


51.2 


39. 74 


189,080 


106.083 


.■16,1 


S2,997 


43.9 


4 '.61 


204,784 


149,521 


73.0 


55,26:1 


:i7.0 


6a 32 


312,460 


221,532 


7a 9 


90,928 


29.1 


101.62 


302,294 


260,126 


86.1 


41,909 


13.9 


i:«.08 


:i59,933 


333,027 


92.2 


26,906 


7.8 


159.04 


218,379 


185,357 


84.8 


3.3,022 


ir>.2 


129.72 


329,000 


'270,000 


82.8 


59,000 


18.0 


I2K.00 


1,915,730 


1,625,645 


79.6 


390,085 


20.4 


10H.34 



• 192U partly c-JtimaieJ. 

The values given al>ove are the import value at foreign shipping port. Freij^ht, 
insurance, duty, and delivery cost to customer must be added to obtain American 
market value. 
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Comparison of the market prices in England and the United States. 



British. 



I Homo. Export 



1913: 



1914: 



Average , $57. 75 

High ! 66.86 

Low ■ 51,07 



191& 



Average 48.44 

High ! 59.60 

Low I 43.80 



Average. 86.43 



1916: 



High 
Low. 



Average. . 

m^ 

Low 



96.71 
53.51 

116.50 
119. 19 
96.00 



S52.21 
55.93 
46.20 

4a 44 
43.61 
4a 13 



I 



164.55 
109.82 
153.32 



British < 



Ameri- 
can. 



$67.87 i 
65.00 
47.00 

55.80 
in. 00 
37.60 

91.21 
107.60 
68.00 

164.12 
175.W 
115.40 ' 



Ameri 
(•an. 



; Home. Export. 

1917: 

Average $11S.S9 $274.95 $309.17 

High 118.96 380.24 400.00 

Low 118.80 161.79! 175.00 

1918: I 

Average 120.00 26a 71 | 250.00 

High 126.08 285.47 1 250.00 

Low 112.87 236.12 26a00 

1919: 

Average 92.09 102.36 1 137.24 

High 111.44 ' 19.5.00 230.00 

Low I 87.75 83.49 UaOO 

1920 (6 months): i 

Average i 125.41 142.56' 188.46 

High ! 146.15 177.75 1 225.00 

Low 103.80 109.15 1 137.60 

I I 



iNofigurosgiTeti. 

At the preoent time ferromanganese is quoted at about $66 per ton for both foreign 
and domestic product, showing the tendency to return to normal values and usual 
avenues of supply. 

The importance of ferromanganese to the steel industry has already been shown, 
since no steel can be made without it. The steel industry as a whole, and including 
the employees of nuning and transportation companies owned and operated by steel 
producers^ employs about 1,500,000 men. All of the merchant ferromanganese used 
m the United States could be produced in furnaces employing from 1,500 to 2,000 men. 

The capital investment in the steel business of the Umted States is difficult to 
estimate, since there are many small producers whose statements do not appear in 
the financial manuals. Considering only steel makers whose financial status can 
eneHy be determined, the capital investment, which is the excess of assets over un- 
capitalised liabilities, amounts to about $4,500,000,000. This investment may be 
cUvided into three general groups: 1. United States Steel Corporation, with an invest' 
ment of about 12,000,000,000. 2. Eleven of the larger indepandent steel companies, 
with an investment of about 11,000,000,000. 3. About 160 small independent steel 
companies, with an aggregate investment of about $1,100,000,000, and in addition to 
this group 10 or more large manufacturing enterprises who make steel for their own 
use but are not commercial producers, with an investment of about $400,000,000. 

The Steel Corporation manu&tctures its own ferromanganese. Some of the larger 
independents occasionally make ferromanganese and could easily cooperate to do so. 
The third ^up, and the largest in point of numbers, must always purchase ferro- 
manganese m me open market, as must also about 100 small steel makers not included 
in above figures. 

We have shown that there is no reason why ferromanganese can not be made here as 
cheaply as abroad. The facilities for manufeicture exist wherever there is a blast 
furnace. The United States in tliis respect is in exactl^r the same position as other 
steel-producing countries, and in time of national necessity our proauction could be 
increased as rapidly as needed. 

The rate proposed in the Fordney bill of 2^ cents per poimd on manganese con- 
tained in ferromanganese amounts to $39.42 per gross ton. The proposed tax of 1 cent 
per pound on manganese contained in ores (figuring that 2.2 tons of 50 per cent ore 
are required to make 1 ton of ferromanganese) would impose a duty of $24.64 on the 
ore required for 1 ton of ferromanganese. This would p:ive an advantage of approxi- 
mately $15 per ton to the United States Steel Corporation and other large producers. 
The great independent group, which always purchases in the open market, whose 
costs by reason of their size are always higher than those of the great companies, 
would thus be burdened with this extra cost, placing them at a serious disadvanti^e 
and tending in times of depression to the creation of a monopoly. The interest of 
these independent manufacturers requires the restraining inmience of foreini com- 
petition to iMrevent a repetition of the unreasonable prices which prevailed when this 
competition was temxwraiily reduced. The proposed rates are not only too high but, 
as shown above, are not proportionate. 
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We recommend that ferromanganese be admitted free, or if a duty is necessary for 
revenue purposes that same shall not exdeed $2.50 per gross ton. We further recom- 
mend restoring ferromanganese to its proper classification with pig iron and spiegeleisen 
in paragraph 301. 

In the testimony before tiie Committee on Wavs and Means of the House of Repre- 
sentatives and before the Finance Committee of the Senate various sti^tements were 
made which were misleading. We wish to correct some of tjiese statements, particu- 
larly those appearing in the brief submitted to your committee by the Lavino Furnace 
Co., E. >E. Marshall, American Manganese Mtuiufacturing Co., and Southern Manganese 
Co.: 

Capital investment inferwmanoanese production, — ^The claim was nutde in the brief 
submitted to the House Wajrs and Means Committee that heavy capital (approximately 
110,000,000) has been invested in the production of ferromanganese and that this 
investment is threatened by foreign competition. 

This investment was made at the time of unheard of high prices, ferromanganese 
ranging from $250 to $400 per ton. It was not an altruistic move but a commercial 
one, that we believe yielded huge profits. The subsequent abuidonment of ferro- 
manganefe production by some furnaces was a lo^al recognition that war conditions 
had ended. The return of these furnaces to i>i^-iron production is similar to the 
change of the great steel companies from munitions work to ordinary commercial 
products. To ask the public to assume a tax burden of approximately $14,000,000 
per annum on the entire steel trade, or $7,000,000 on the independent trade, for the 
benefit of two producers with a total investment (figured at war time prices) of less 
than $10,000,000 is jMitently absurd. 

Competition vdth British sellers,-—!!! both the orujnal briefs submitted to the Ways 
and Means Committee and in the combined brief submitted to the Senate Finance 
Committee reference is made to unfair methods practiced by foreign producers and 
particular reference to an all€u?ed Biitjbh pool, which it is stated has at various times 
reduced prices in the United States to below the cost of production ''with the avowed 
purpose of destroying the industry in America. " 

Reference to the table of comparative prices previously shown herein demonstrates 
that the prices have been approximately the same in both British and American 
markets and that ferromanganese has been freely sold without discrimination by the 
British makers. They continued to do so during the war in substantial quantities, as 
is also shown by reference to the table of consimiption, production, and imports of 
ferromanganese for the period from 1914 to 1920, inclusive. There was no embargo 
established by the British Government on the exportation of ferromanganese, but 
said exportation was licensed only to consumers who would give a signed undertak- 
ing that the steel made from this ferromanganese would not go into enemy hands. 

In the brief submitted to your committee by the American manganese producers 
reference is made to quotations appearing in The Iron and Coal Trades Review of 
England under date of August 12, 1921, quoting prices on British ferromanganese as 
follows: 76/80 per cent for home consumption, £18 per ton; 76/80 per cent for export, 
X14 per ton; followed by the conclusions drawn by these gentiemen, as follows: *'It 
is perfectly evident, therefore, that the members of the British pool are resorting 
again to their pernicious habit of dumping in this country to destroy the ferromanganese 
industry, in this case the difference being £4 sterling per ton lower than they will 
sell consumers in their own country." 

The conclusion drawn is unwarranted, misleading, and deceptive. The true facia 
are as follows: British ferromanganese is freely quoted for export to all other countries 
than the United States at X14 per ton. No (quotations have been made by us and no 
sales made by us at less than $65 c. i. f., which is the equivalent of £18, and so far as 
we know no quotations have been made by the representatives of oth^ British pro- 
ducers at less than this figure. The reason for this is obvious. The antidumping 
provision of the emergency tariff act might possibly be invoked against any seller 
who offered ferromanganese at less than the open quoted price for home consumption 
in British markets. The strict observance by the British makers and their representa- 
tives in the United States of the intent of the emergency tariff act has in enect pre- 
vented American steel makers from purchasing ferromanganese at as low figures aa 
their competitors in Canada, Mexico, Jamm, France, Germany, and other steel- 
producing countries are able to purchase. The injury to the American steel trade is 
evident, and the only benefit accrues to American ferromanganese producers who are 
unwilline to meet the competitive figures prevailing in the loading markets of the 
world. At the same time tnat liritish producers are refusing to quote low prices in 
the American markets certain German makers, by reason of the depreciation of the 
mark in the United States and its higher value in Germany, are able to quote prices 
approximately $15 per ton below the British and American market without any 
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danger of coming within any provisions of the antidumpming section of the emergency 
tariff law. 

We wish further to state that the British trade-paper quotations referred to are 
merely nominal and do not represent actual business. The entire steel trade of Great 
Britain has been paralyzed by the coal strike and is to-day operating at less than 10 
per cent of capacity. One month ago the production of steel in Great Britain was only 
about 1 per cent capacity. At such a time trade-paper quotations do not represent a 
market, because a market does not exist. It may be assimied that the future British 
pnces will follow the same course as in the past and that a resumption of home demand 
wiU witness substantially the same quotations for home oonsumption and for export, 
allowing always for the usual and natural differential between the retail lots consti- 
tuting home-market sales and the larger wholesale quantities in which the commodity 
is exxwrted. 

We Quote a^ain from the brief of the American manganese producers as follows: 
"The oominating factor of the foreign producers is the British pool, ^oee avowed 
purpose is to reclaim the American trade and to drive the American maker out of 
DUBinesB by unfair competition. This unfair competition has already been brought 
to the attention of the United States Government and is in process of investigation r>y 
the Federal Trade Commission.'' 

This complaint was brought before the Federal Trade Commission in 1919, presum- 
ably by the same gentlemen who have asked for unreasonabW high duties on ferro- 
manganese. After an investi^tion by the Federal Trade Commission covering a 
period of two years and including a complete and th(»x>ugh examination of the records 
of saloB, shipments, and prices by the respondents, the examiner for the Federal 
Trade Commission sitting in this case has recently rendered his report to the com- 
mission, concluding same with the following paragraphs: 

"22. There is not a scintilla of evidence that the respondents or their principals 
commonly or systematically imported and sold ferromanganese in the United States 
at prices substantially less than tne actual market value of ferromanganese in England. 

"23. There is no evidence that the importing and selling of ferromanganese by the 
respondents or their principals into the United States was done with any intent to 
injure the industry of manufacturing ferromanganese in the United States, and there 
are no facts and circumstances proven from which such intent can logically or legally 
be inferred. 

"conclusion. 

" From the foreffoin^ findings as to the facts, the examiner holds that the respondents 
were not guilty of using any unfair methods of competition in commerce as charged 
in the complamt and that there is no proof of any violation of section 5 of an act of 
Congress approved September 26, 1914, entitled 'An act to create a Federal Trade 
Commission, to define its xwwers and duties, and lor other purposes.' " 

The reference to this proceeding by these gentlemen, before a finding was made or 
final dedaion rendered, in an attempt to influence legislation, speaks for itself. 

In the original brief submitted by the American manganese producers to the House 
Committee on Wa^ and Means liiey reauested that the rate be made specific and 
asked for a duty of 2 cents per pound, at tne same time asking that ores be retained on 
the free list. In their latest brief suomitted to your committee, and doubtless influ- 
enced by the pronounced opposition of witnesses from the steel trade, they recede 
from this position and request a 25 per cent ad valorem duty with free ores. 

Such a duty can not be justified by differences in cost of production, since all evi- 
dence tends to show that costs are substantially the same. The British manufacturer 
is and must always remain at a disadvantage to the extent of the ocean freight, and 
to this degree the American manufacturer is automatically protected. If the costs 
of the American producers are so high as to require protection to this degree, it is an 
admission on their part of ineptitude in manufacture or of inflated capital char^, 
high salaries, and otner excessive overhead costs which unduly burden the production 
cost. It has never been the policy oi the United States Government to subsidize 
incompetence or to indemnify against the penalties of commercial errors. 

ffTATBMENT OF BADCUFFE BOMEYN, VICE PBBSIDENT AMEBI- 
CAK KANOANESE ICAKUFACTXTBINO CO., PHILADELPHIA, PA. 

The Chairman. Please 'state for the record where you reside. 
Mr. RoMEYN. I am vice president of the Amencan Manganese 
Manufacturing Co., with offices in Philadelphia. 
The Chairman. What is your business ? 
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Mx. RoMEYN. We are independent manufacturers of ferroman- 
ganese. 

The Chairman. Will you proceed briefly to state your views to 
the committee. 

Mr. RoMBTN. I just want to bring out three points about the 
ferromanganese proposition, and it will only take five minutes: 

In connection with the duty on ferromanganese you have three 
alternatives. The first one is to leave ferromanganese where it is, on 
the free list. And if you do that, the industry will be entirely wiped 
out. 

We have been in the business for seven years. An attempt was 
made vesterday in the testimony more or less to give the impression 
that this was not a very large mdustry in this country, or that the 
industry was not adequate to supply the demand. We employ 
about 1,000 men. We nave our own coal mines, we have our own 
railroad, and we make our own coke, and our pay rolls amount up 
to from $700,000 to $1,000,000 a vear. We have paid to the rail- 
roads alone in freight in the last tour years $1,250,000* Our plant 
is appraised at over $4,000,000, and our inventories amount to 
$2,500,000. 

The Chairman. Where is your plant? 

Mr. RoMEYN. Our plant is in the heart of the coke region near 
ConnellsviUe. We are located at Dunbar, Pa. 

The Chairman. How many men do you employ ? 

Mr. RoMEYN. From 700 to 1,000. We nave produced ferro- 
manganese that has entered into the manufacture of 4,500,000 tons 
of steel. I also represent Edward E. Marshall, who is an inde- 
pendent producer of ferromanganese, and who has made ferro- 
manganese that entered into the production of 8,500,000 tons of 
steel. His pay roUs in 1917 were $500,000, and in 1918 they were 
$1,000,000. I have not got the figures that show the revenue he 
paid to the railroads. 

Enough of that. If we do not get any duty on ferromanganese 
and it remains on the free list, we will have to go out of business in 
the next six months. Our operations for the last seven years up to 
date, due to British competition, have shown a loss of $380,000, and 
we are at the point to-day, gentlemen, where we are going out of 
business before this year is over, if we do not get protection. It is 
up to you gentlemen to decide. 

Senator Smoot. How about the manganese-ore situation ? 

Mr. Romeyn. It does not affect us. I will get to that in a moment. 

You have two alternatives. You either can have a duty on ferro- 
manganese or you can have it on the ore and ferromanganese, as 
sugs;e8ted in the tariff. If you have the duty on ferromanganese, 
ana leave the ore on the free list, we will have to have an ad valorem 
duty of 25 per cent or a specific duty of not less than $15 a ton. 

T^ie steel people yesteraay said that they were in favor of a specific 
duty on ferromanganese, and su^ested it be the same as on pig iron, 
or about $2.50 a ton. Out greatest competitor is England. Before 
the war they had all the busmess in this country; since 1914 we have 
been producing it, and we were of great assistane>e to the steel com- 
panies during the war, because they could not get English ferro. 
Their business in this country is only 40 per cent of their total pro- 
duction. Our business is with 50 per cent of the steel makers in 
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this country, because the steel corporation makes their own. The 
Enghsh can afford to sell away below tJieh- cost of production for a 
year or two in order to get this market back. Tney are doing it 
to-day, and they are going to do everything possible to get us out 
of business. 

Senator Walsh. You say your production is 50 per cent of the 
consumption ? 

Mr. KoMEYN. Yes, sir; because the steel corpwation makes their 
own. We have adequate facilities in ferromanganese to supj^y the 
demand, eliminatingthe British entirely. 

Senator Walsh. Well, leaving out the Steel Corporation, who make 
their own, your production is enough to take care of all the consump- 
tion? 

Mr. RoMEYN. Yes^ sir. In 1913 and 1914 the average price of fer- 
romanganese was a httle over $60 a gross ton; to-day it is about S65. 
We win take the prewar price as a conservative estimate. If ferro- 
manganese at $60 is imported and sold by the British here, they gel 
an additional revenue of $15, or 25 per cent, by virtue of exchan^. 
Therefore I say that we must have a duty, on a conservative basis. 
25 per cent ad valorem or a specific duty of $15. 

If you have a $15 specific duty — assuming you do not have any 
duty on the ore — the United States Steel Corporation would not be 
affected, and they would have that advantage. But if you have a 
specific duty of $15 it means an increase to the steel companies in 
the United States of only $2,250,000 a year, gentlemen, and^at is 
nothing — absolutely notning. The annual steel business m this 
country amoimts to two and a half billions of dollars, and all we want 
to protect this industry is a dutv that will raise the cost to the steel 
consumer $2,250,000 a year. That is my second point. 

My third point is this: We are satisfied with an adequate specific 
duty or an ad valorem duty on ferromanganese, with free ore; we 
are also satisfied with the bill as written. The bill as written means 
a duty of $39.42 a ton on ferromanganese. Out of that duty $24.64 
goes to the ore people. The duty on imported ore would be paid by 
the ferromanganese producer. The price of domestic ore would he 
raised correspondii^Iy. Therefore the advantage we get out of the 
present duty as written amoimts to only $14.78 a ton. That corre- 
sponds very closely to a specific duty of $15 a ton, which I have asked 
for. (Gentlemen, that duty of $39.42 a ton amounts to lees than 30 
cents a ton increase in the cost of steel, and if you figure the produc- 
tion and consumption of ferromanganese as 300,000 tons a year you 
have only increased the present cost of ferromanganese to the steel 
consumer $8,000,000 or $9,000,000 a year, and when we consider tht^ 
millions and millions of dollars that go into the steel business that 
figure is not to be considered at all. 

The Chairman. There are a number of duties on other materials 
that would run it up, as testified yesterday, to $25,000,000. 

Mr. RoMEYN. Yes, sir; quite right. We do not know anything 
about the other alloys. We make ferromanganese and nothing else, 
and ferromanganese is the bi^est item and involves the largest 
amoimt of capital. Moreover, it is the most essential industry. You 
can not make steel in this country without it. If we have no ferro- 
manganese industry in this coimtry and we have a sudden war, you 
can not turn to making ferromanganese immediately. It takes time 
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to get ore; it takes six weeks to ship ore from India and from tlie 
Caucasus, to say nothing of getting it from the mines to the docks, 
and would take months to get the mining operations going in this 
country. 

Senator Walsh. How about the imports of ferromanganese at the 
present time ? 

Mr. RoMETN. Imports of ferromanganese? We are glad to sell 
ferromanganese in competition with the foreign producers to-day at 
100 per cent loss in order to get money to meet our pay rolls. 

Senator Walsh. You have not reduced yoiu* rates of wages to your 
help? 

Mr. RoMEYN. I am glad you asked me that. Our men have vol- 
imtarily taken the largest cut of any men in the steel business in the 
United States to-day, and our common labor is working at 22 i ents 
an hour- 
Senator Walsh. What was it two vears ago ? 

Mr. RoMEYN. It corresponds to the iron and steel wa^es, which 
were 46 cents, and were cut down corresponding to everybody else, 
and our men are taking that because they know the situation and 
they are trying to keep going until we can get "some action down here. 

Gentlemen, that is alfl have to say. 

Senator Walsh. Is that on account of imports ? 

Mr. RoMEYN. It is on account of the operations of the British pool. 

Senator Watson. You mean by that that the imports of ferro- 
manganese are greatly increasing- at this time ? 

Mr. RoMEYN. Ferromanganese imports have always taken the busi- 
ness away from us; they always undersell us. 

Senator Smoot. The reason you have not sold as much ferro- 
manganese is that the steel industry is only operating at about 20 
per cent; that is the real reason that vou can not sell at all, is it not? 

Mr. RoMEYN. That is the reason this year. We have not made a 
pound this year. But I have not included this year's figures. I have 
taken them from 1914 to 1920. 

Senator Walsh. Normally you employ from 750 to a thousand men. 
How many employees have you to-day ? 

Mr. RoMEYN. To-day we nave 300 men. 

Senator McLean. You have only spoken about two companies — 
youLTs and one other. Wliat does the entire industry amoimt to ? 

Mr. RoMEYN. There are four companies in the business to-day. 
During the war there wore 10. The other people have been forced 
out of it. 

Senator McLean. There are only four to-day ? 

Mr. RoMEYN. Yes. We had enough surplus money to keep run- 
ning, and now we have eaten all of that up and we are about to close 
down. 

Senator McLean. As I imderstand it, the two companies represent 
what percentage of the t<>tal product ? 

Mr. RoMEYN. The two companies I mentioned represent about 30 
per cent of the production. 

Senator McLean. Only about 30 per cent ? 

Mr. Romeyn. Mr. Howard, representing the Lavino Furnace Co., 
who will testify next, are the largest producers. They produce about 
50 per cent of the domestic production, excluding the Steel Corpo- 
ration. 
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Senator McLean. Then, together, you represent 70 or 80 per cent* 

Ifr. RoMETN. Yes. sir. 

Senator Smoot. And that is without the United States Steel 
Corporation, they making their own ? 

Senator McLean. You supply, I suppose, the smaller steel men ? 

Mr. RoMEYN. We supply the men who testified here yesterday, 
sir — all the lai|[e steel companies excepting the United States Steel 
Corporation. We have spent $1,000,000 in equipment to make 
f^TTomanganese in our plant alone. We can make ferromanganese 
to-daj cheaper Uian any of these steel companies who were here and 
testified yesterday that ferromanganese can be made in any blast 
furnace. It can not be made in an^ blast furnace. 

Senator McLean. They said if this tariff were left on they would 
be compelled to manufacture their own ferromanganese, and they 
would not buy it of you. 

Mr. RoMEYN. All right; if you leave that tariff on, it will suit us. 
We will make ferrom^o^anese cheaper than they can do it, and we 
will sell it to them. YTe are perfectly willing to accept the present 
tariff. 

8TATB1CENT O F JO HN HOWA BD, Q BNEBAL HANAOEB LA VINO 
FUBNACS CO., PHILADELPHIA, PA. 

The Chairman. Are you the other speaker referred to by Mr. 
Romejm ? 

Mr. Howard. I am the other speaker on the producers' side. 

The Chairman. Sfr. Howard, will you state lor the record your 
occupation or business? 

Mr. Howard. I am general manager of the Lavino Fuma<ie Co. 

The Chairman. Where is that located ? 

Mr. Howard. We have offices in Philadelphia. 

The Chairman. Where is your fiunace? 

Mr. Howard. Our furnaces are at Lebanon, Pa.: Marietta, Pa.; 
Sheridan, Pa. ; and Lynchburg, Va. 

The Chairman. We want those things for the record. How many 
men are employed by your several concerns ? 

Mr. Howard. Just now ? 

The Chairman. In ordinary times. 

Mr. Howard. About 600. 

The Chairman. And how many just now? 

Mr. Howard. Nine. We have a watchman on day and night at 
each one of the plants and a couple of men besides. 

We are going to file a brief and state why we want a duty. I was 
hoping yesterday that I would be able to present our views while the 
opponents of the bill presented theirs on the same day. 

The Chairman. It is practically the same thing. 

Mr. Howard. May I refer to a man who testified at the close of 
yesterday's meeting ? 

The Chairman, i es. 

Mr. Howard. No one asked the gentleman who he was or who he 
represented. I would like to tell you. 

The Chairman. What was his name and whom did he represent ? 

Mr. Howard. It was Mr. Dette, representing Crocker Bros. He 
is neither a producer nor a consumer of ferromanganese. He was 
simply an importer, and for months this firm has been sending out 
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propaganda to all the different steel people asking them to oppose 
this proposed duty on ferromanganese. 

Senator Smoot. He did not conceal that. I understood that he 
was an importer. There was not any doubt about that. 

Mr. Howard. I was sitting close, and I did not hear him say he 
was an importer. 

Senator Smoot. I have him down here as an importer. 

Mr. Howard. You got it and I did not. He recommended a 
slight duty on the ore and a slight duty of about $2 a ton on the ferro. 

It is self-evident that as he is an agent of the British producers that 
he was not going to recommend a duty that would be satisfactory 
for the American industry. 

The Chairman. I think the committee fully realizes that. 

Mr. Howard. I hoge so. 

Senator Watson. We all know that. 

Mr. Howard. He made a statement asking that ferromcmganese 
be put back along with pig iron, and I have listened to a sood deal 
of testimony in regard to ferromanganese and was pleased to note 
that the Ways and Means Committee finally cut it out of paragraph 
301 and put it where it belonged. 

Senator Smoot. Will you tell the committee where spiegeleisen 
ends and where ferromanganese begins? What is the difference 
between the manufacture of one as against the other ? 

Mr. Howard. In one case we use an iron ore containing manganese 
and in the other case we use manganese ore. 

Senator Smoot. I am speaking as to the actual labor that is involved. 
What is the difference? Do you not think there would be some 
little trouble in arriving at the tax to be imposed ? 

Mr. Howard. On the line of demarcation ? 

Senator Smoot. Yes. 

Mr. Howard. Yes; I do. I mention that in our brief. 

Senator Smoot. You do m^ition it in the brief ? 

Mr. Howard. Yes, sir. 

Senator Smoot. Nobody has yet mentioned it, and I thought 1 
would ask you. On the one they gave $1.25 and on ferromanganese 
containing more than 1 per cent of carbon thev gave 2^ cents per 
pound on the metallic manganese contained therein. 

Mr. Howard. That is contained manganese ? 

Senator Smoot. Yes. I would like to have you, if you can, ex- 
plain to me how it is going to be administered ? 

Mr. Howard. In what way ? 

Senator Smoot. By the customs officials. 

Mr. Howard. Thev have put a line of demarcation, have they not i ■ 

Senator Smoot. Tney have not here. They say anything contain- 
ing more than 1 per cent of carbon, and the same identical tning with 
the ferromanganese. Where are you going to divide it, that is what 
I want to know, for administrative piu'poses, and I thought maybe 
vou could tell. You are a manufacturer of it, and I would like to 
Know. 

Mr. Howard. The bill carries 45 per cent. 

Senator Smoot. Yes; I know that. But the rates of duty are 
entirely different. In the past they have been the same. There- 
fore there has been no trouble in the administration of that, because 
they have been under the same paragraph. 
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Senator Smoot. Now they are separated. Supposing you were 
the adniinistrative oflScer to impose tnesc duties, now would you tell 
it under these two sections ? 

Mr. Howard. They would have to be analyzed; the metal would 
be analyzed. 

Senator Smoot. That is exactly where it will be diflScult. Not only 
will the one have to be analyzed, but both — not for the amount of 
carbon, but as to whether one is spie^eleisen or ferromanganese. 

Senator Walsh. Mr. Romeyn would like to answer that. 

Senator Smoot. I do not care who answers it. 

Mr. Romeyn. It is a very important thing with us. We claim that 
the line of demarcation as now made inyoiu' tariff bill is not in accord- 
ance with the customs of the trade. We want the line of demarcation 
of spiegeleisen and ferromanganese instead of being 45 per cent to be 
23 per cent. It could be .16 to 18 or 18 to 22 per cent. Eighteen to 
22 is the standard ^ade for spiegeleisen. If it is 45 per cent it is 
not spiegeleisen; although that line of demarcation was taken dur- 
ing the war by the War Industries Boarc}. It is ferromanganese at 
45 per cent, and not spiegeleisen; spiegeleisen is 18 to 22; anything 
above 22 per cent is ferromanganese, and we have asked that you 
change the bill. 

Senator Smoot. Can you tell me why there should be a difference 
in that case of only $1.25 and in the other, as provided in paragraph 
203, you asked that you have free ore and a duty on ferromanganese 
of $15 a ton? 

Mr.iloWARD. You want to know why there should be that 
difference ? 

Senator Smoot. Yes. Spiegeleis^i, $1.25; and ferromanganese, 
the former witness said that even if they had free ore it would want 
$15 per ton protection — in one case $1.25 and in the other $15. 
Please tell the committee why you want that $13.75 increase? 

Mr. Howard. They are two different things. Spiegeleisen is from 
iron ore containing manganese; ferromanganese is made from man- 
«inese ore which contains just enough iron to hold the manganese 
from going down into powder. 

Senator Smoot. Your process in the two is very similar ? 

Mr. Howard. Except that the losses on ferromanganese are very 
much greater. In the blast fiunace for making spiegd^^sen you do 
not lose any iron; every bit of iron you put in me top will come out 
at the bottom. But m making ferromanganese you can have as 
high as 50 per cent loss of manganese if the furnace is not run 
properly. 

Senator I^moot. You can have^ but you do not have ? 

Mr. Howard. Some of them did, Senator. 

Senator Smoot. Some of them did, but thev are not doing that 
to-day, because you would not be in business if you did. 

Mr. Howard. No. 

Senator Smoot. Therefore, why mention that thing ? 

Mr. Howard. Well, they are two different products. If you want 
to get back at the real reason, ferromanganese has always been 
wrongly classified; it is an alloy. 

Senator Smoot. For duty purposes, you say ? 

Mr. Howard. Yes. 
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Senator Smoot. That is, they have not had enough duty upon it I 

Mr. Howard. No; it has not been classified with ferrophasphorus 
and ferrosilicon. 

Senator Smoot. The reason for that is the mode of handling it ? 

Mr. Howard. No ; it is a blast-f umace product. 

Senator Smoot. I know it is. There is not any doubt about that. 
But it has always been held to be very cheaply handled as compared 
with the other lerro products. 

Mr. Howard. It may have been held so, but it really is not so. It 
is a ferro alloy and should have been classed with the other alloys. 
But there was no industry in this country prior to the war. 

Senator Smoot. Spiegeleisen is a mixture of iron and manganese ? 

Mr. Howard. Yes; and silicon and carbon. 

Senator Smoot. Up to 30 per cent it is spiegeleisen ? 

Mr. Howard. Recognized as that in the trade. 

Senator Smoot. Up to that point it is exactly the same and so is 
ferromanganese a mixture of manganese and iron. Now, why the 
difference of $1.25 in the one case and $15 in another? I think the 
conmiittee wants to know that. 

Mr. Howard. It is for protection. Senator. 

Senator Smoot. I know it is for protection, of course. But why the 
necessity of the difference? Is spiegeleisen duty of $1.25 too low or 
is the $15 duty on ferromanganese too high? 

Mr. Howard. The spiegeleisen can be made from ores that can be 
mined in this country and are accessible with light freights the same 
as iron ores. Ferromanganese hardly can be made in tne same way. 

Senator Smoot. In other words, you have got to have foreign 
manganese ore to make your ferromanganese ? 

Mr. Howard. We do not have to have it. I am an operating man. 
I used thousands of tons of domestic ore during the war when I could 
get them. I have used manganese ores from nearly all parts of the 
world. 

Senator Smoot. The reason you can not make it is because you 
can not get manganese ore enough ? 

Mr. Howard. Kight now there is no demand for ferromanganese. 

Senator Smoot. How has it been in the past ? 

Mr. Howard. We never could get enough domestic ore to satisfy 
our requirements. • 

Senator Smoot. And that is the reason. Therefore, the reason is 
not because of the difference in cost of producing it ? 

Mr. Howard. The difference in the cost of producing ferro with 
domestic instead of imported ores comes in with losses. Domestic 
ores are nearly always hieh in silica, and if you have a high silica ore 
you have an enormous slag volume with resultant increase of man- 
ganese losses. 

Senator McCumber. Does it cost $13 more to produce one than 
the other ? That is simple. 

Mr. Howard. Does it cost $13 more? 

Senator Smoot. $13.75. 

Senator McCumber. Does it cost $13.75 more per ton to produce 
ferromanganese than it costs to produce the spiegeleisen ? 
Mr. RoMEYN. Yes; it does. 

Senator McCumber. I want to know if it does ? 
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Mr. RoMEYN. Yes, sir; manganiferous ore is used to make spiegel- 
eisen. When manganiferous ore is smelted you can get a production 
of 200 tons a day. 

Ferromanganese is made from manganese ore which is an entirely 
different ore. When jou use manganese ore in a blast furnace, you 
can not get a production of more than 70 tons a day out of the same 
furnace. Ferromanganese costs more to make because your labor 
charges are four times as large while your production is reduced to 
one-third. 

Senator Smoot. The only diflference is the percentage of manganese 
in the product. It is spiegeleisen up to 30 per cent, is it not — so 
recognized by the Grovemment of the United States ? 

Mr. RoMEYN. To 23 per cent. 

Senator Smoot. Thirty per cent is what it is. 

Mr. RoMEYN. All right. 

Senator Smoot. Now there is 15 per cent difference there, and you 
mean to say that the difference in the loss and the difference between 
the 15 per cent would make $13.75? 

Mr. RoMEYN. When you get to 23 per cent; you jump immediately 
to 80 per cent. There is no midway. You do not make ferroman- 
ganese of all those grades in between. 

Senator Smoot. If it was 60 per cent it would only be twice 30 per 
cent. 

Senator MoCumber. If it cost $13 a ton or more difference a ton 
between the two in actual cost? 

Mr. HowABD. I would like to quote here from a brief filed in the 
Ways and Means Committee by the steel men themselves, referring 
to this same subject: 

We further state that ferromanganese is a blast-furnace product like pig iron, but 
the manufacture of ferroman^raneBe requires about three times as much coke, about 
tour timeri the labor cost, while the output of the furnace is about one-third that of 
pig iron and the cost of ferromanganese above the manganese ore charge. 

Senator Smoot. There is no doubt in my mind but what it costs 
more than p^ iron, because of losses and everything else. But I am 
speaking now of spiegeleisen. I want to know that. I want to 
protect the ore producer, and I want to protect the ferromanganese 
manufacturer. But I do not want it put all in one place, and that is 
why I hare tried to get this information. I can not see where that 
difference of $13.75 comes in. If you have got it in your brief, 
I will not say another word, because I would examine your brief. 

Mr. Romeyn. We will submit that brief this* afternoon and the 
figures in it will show that. 

Mr. Howard. I brought out the contention of the importers that 
this was always on the free list or earned a low rate, and it should be 
free now. We want to state that in times past when the other l>ills 
were framed there was no one who came here and asked for a duty 
on ferromanganese. There was no industry except what was pro- 
duced by the United States Steel Corporation and possibly by the 
Bethlehem Steel Co. That is why we are now askii^ for a duty. 

They say that ferromanganese can be made in any blast furnace 
that makes pig iron. That is true, if you do not care what it costs. 
One of these importers secured a blast furnace in Pennsylvania and 
tried to make ferromanganese. He did not succeed in making a ton, 
although he hired an expert. 
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We simply want to bring out that in the eiquipment of our plants 
to produce lerromanganese we have the ability to produce it cheap 
enough so that the .^erican steel producers will not have to worry 
and try to make it themselves. 

The question was asked here of Mr. Romeyn about no ferro- 
manganese coming into this country at this time. I have here a 
memorandum for an order of 200,000 pounds that was placed by ihe 
United States Navy Department in July 20, 1921, that was taken 
bv an agent of the English ferro at a price lower than we quoted, 
although we quoted m<M*e than $15 below our cost. 

This shows that the English are again striving to secure the Ameri- 
can market and are selling below cost to-day. I was told yesterday 
by the president of one of the latest steel producers that he could 
buy English ferro at $54 a ton. We can buy foreign ore as cheaply 
as they can and our cost of manufacture is not a great deal higher. 
So we know they are using the same methods they used prior to the 
war to discourage American production. And smce they consume 
only about 60 per cent of their total production of f erromanganese at 
home,^ they can afiford for a time to sell here below their cost in order 
to stifle the domestic production. 

Ferromanganese can not be made at any such price to-day, and 
the steel producers have in their mind tJ^at they will get the same 
price they did prior to the war. But if this American industry is 
put out of business the British will quickly jump their price to 
recoup their losses and the American steel makers will have to pay 
thebiU. 

S^iator Smoot. What was your quotation ? 

Mr. HowABD. Om* quotation on it was $0.0375 cent a pound as 
against their $0.0332 cent. 

I want to indorse what Mr. Romeyn stated in his request for a 
duty. 

The Chairman. You concur in his statement i 

Mr. Howard. Yes, sir. 

Mr. Romeyn. Mr. Chairman, I represent Mr. Edward E. Marshall, 
and I testified. But since I have oeen sitting down I understood 
Senator Smooths question^ and if you will give me one minute I will 
answer the question. You asked why spiegeleisen only reauired 
$1.25 and ferromanganese $ 1 5 a ton. The answer is this : Spiegeleisen 
is not an imported article. The American Manganese Manufactur- 
ing Co., of which I am vice president, owned a manganiferous ore 
mme in the Cuyuna Ran^e containing 100,000 tons of manganese 
ore, and we make spi^deisen. There is no need for a duty on 
spiegeleisen. There is no competition. Spiegeleisen is made in this 
country and nobodv can compete. Ferromanganese is imported. 

Senator Smoot. Now you have told just exactly what I wanted 
you to tell. 

Mr. Romeyn. Just one more point: Where a witness gets up and 
says there is 100,000,000 tons of manganiferous or manganese ores 
of 5 to 35 per cent manganese — that may be true, but you can not 
make ferromanganese out of ore. 

Senator Smoot. We are not going to legislate on it. I will tell 
you that. 
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BBnr or ths amxuoav uakvtaotvbmba or rBmKOKAVGAnsx. 

iMvino Ftumaee Co, — Plants located at Sheridan, Pa., Lebanon, Pa., Marietta, 
Pa., Rousens, Va. 

E. E. IfarjAaZi.— Plants located at Harrisburg, Pa., Newport, Pa. 

Ammcan Manganese Manufacturing Co. — Plants located at Dunbar, Pa. 

Southern Manganese Corporation. — Plant located at Anniston, Ala. 

In a communication from tbe Senate Committee on Finance, under date of July 
21, 1921, we were advised that in order to avoid duplication of arguments and sugges- 
tions relative to any tariff item that one representative be agreed upon to present 
their views. 

We take it that tiiis applies likewise to the brief, and in order to save the time of 
the committee we are submitting but one brief, signed by the above independent ferro- 
manganese producers who are interested in the tariff, setting forth a general appeal. 

These manufacturers are all independent producers, and wiiile it was not easy to 
collect the views of each individual manufacturer, we have condensed the same into 
the smaUest possible space in order to comply with the request of the committee, and 
have tried to omit any repetition of our testimony or our bnef which was filed witn the 
Ways and Means Committee. 

DBSCRIPTION OP FERROMANOANBSB. 

Ferromanganese is an alloy of manganese with iron, used for deoxidizing, scaveng- 
ing, and hardening steel. Ferromanganese has in previous bills been improperly 
classified, chiefly because there was no ferromanganese industry in this country to 
request for proper classification. Ferromanganese is truly a finished product. It is 
used by the steel man to complete his operation on the purification of pig iron, but 
he does not have to refine the ferromanganese in any way. He takes nothing out of 
it nor does he add anything to it. 

This alloy in former tanffs has been classed along with what may be called raw 
materials in schedule 3, but the Ways and Means Committee of the present Congress 
recognized the fact that it was a distinct alloy, and put it where it rightfully belongs. 

As this is a steel-producing country and we must nave a steel industry in order to 
make any progress, and to protect ourselves in time of need, it is also clear that to 
maintain' the steel industry we must also have a ferromanganese industry. This was 
very cleariy demonstrated in the Great War, when the supi^y from abroad was sud- 
denly cut off from this country. As steel fequires protection, it is self-evident that 
ferromanganese equally deserves protection. 

Unless the American producers of ferromanganese are given proper protection at 
this time, they must go out of business and sacrifice the furnace plants they have 
equipped for this product, entailing the loss of millions of dollars to the owners ■ lose 
of^ earnings to the American employees, and loss to the country of a vitally essential 
industry. 

Wars such as the recent one break out suddenly, but an industry like the ferro- 
manganese industry can not be developed overnight nor are the ores available on 
short notice. 

Shortly after the outbreak of the European War and before this country entered it 
there was practically no ferromanganese available for steel makers in this country 
outside of that produced by the United States Steel Corporation for their own use, so 
that the foreign producers could not continue to supply the needs of this country in 
addition to the European requirements. Therefore it was only through the acquisi- 
tion of foniace idants and knowledge of where to secure suitable manganese ore in the 
foreiffn ore markets by the American ferromanganese producer that ^e industry was 
developed here to meet die situation. 

For the proper protection of the country we should be independent of any other 
country for our supply of ferromanganese on account of its vital necessity in the pro- 
duction of steel. 

To be in accordance with the custom of the trade, we recommend to have the 
wending in pan^raph 301, lines 5, 6, and 7, page 39 of tariff bill H. R. 7456, Schedule 
3, '* Metals and manufactures of,'' which now reads: 

'* Provided, That spiegeleisea for the purposes of this act shall be an iron manganese 
alloy containing less than 45 per cent of manganese.'' 
changed so that it shall read : 

"Provided, That spiegeleisen for the purposes of this act nhall ho an iron manganese 
alloy containing less than 30 per cent of manganese." 
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and to have the wording in paragraph 302, lines 19» 20, and 21, page 39 of tariff bill 
H. R. 7456, Schedule 3, "Metals and manufactures of/' which now reads: 

** Provided, That ferromanganese for the piurpoees of this act shall be such iron- 
manganese aUoys as contain 45 per cent or more of manganese." 
changed so that it shall read: 

'^ Provided, That ferromanganese for the purposes of this act shall be such iron- 
manganese alloys as contain 30 per cent or more of manganese." 

This line of demarcation, having 44 per cent in manganese as the limit for spiegel- 
eisen, is not in accord with the custom of the trade, as the standard grade of spie- 
geleisen is that testing from 18 to 22 per cent in manganese, although metal analyzing 
up to 30 per cent manganese is classed as spiegeleisen. By placing the maximum 
limit on spiegeleisen at 44 per cent manganese content, it appears that some oversight 
was made, in view of the intention to give protection to the ferromanganese industry, 
and to correct the error the duty on ferromanganese should be apphed on all metal 
containing over 30 per cent of manganese. It should be clearly underatood, however, 
that metal containing 44 per cent in manganese should not be classed or considered as 
spiegeleisen. 

Enormous quantities of manganiferous and ferruginous manganese ore exist in thte< 
country; therefore spiegeleisen does not need protection, whereas ferromanganese 
does. This will explain why a protective duty on ferromanganese is necessary and 
not necessary on spiegeleisen. 

Dae to GUI expenence during the war, when we were unable to maintain an adequate 
ore supply for our furnaces, we became convinced that there was not a sufficient 
supply of domestic ore (a fact strongly supported by the independent steel interest;* in 
their testimony before the Finance Committee). 

It is the consensus of opinion on the part of the steel interests and the American 
ferromanganese manufacturers, based on actual experience in the past, that high- 
zrade manganese ore of the quality necessary for the manu&x^ture of ferromanganese 
does not exist in sufficient quantity or quality in the United States to support the 
ferromanganese industry, and even such small quantities as may be availaDle occur 
in remote districts, principally in the Western States, from where the railroad trans- 
portation charges per ton alone to bring the ore to tne Eastern States (where pnu'- 
ticfdly all the ferromanganese is manumctured and consumed), are in excess of the 
price per ton at which high-grade foreign manganese ore can be landed at our eastern 
seaboard ports. 

In other words, it is the contention of the independent steel interests and the Amer- 
ican ferromanganese manufacturers that la duty of no less than 100 per cent on man- 
ganese ore will be necessary to afford any kind of protection to a few mining interests 
in the Western States who are laboring under the belief that with protection they 
will be able to produce and market high-grade manganese ore for the manu&cture 
of ferromanganese. 

Even were we to assume that a certain tonnage of high-grade manganese ore could 
be produced in the Western States,* as was claimed by certain engineers and property 
owners who appeared before your committee, nothing short of an exorbitant duty 
on manganese ore would afford them sufficient protection to enable these western 
mines to compete, since the American ferromanganese manufacturers will always 
be able to obtain their supplies of manganese ore in the foreign markets of the world 
at a lower price delivered at their plants on the eastern seaboard notwithstanding 
the duty they would have to pay tnereon, as the railroad freight chaiges from the 
producing points in the West on domestic ore to eastern points would exceed the 
duty that would have to be paid on imported manganese ore. 

It seems to us that a duty on manganese ore will not serve the purpose desired, viz, 
to protect the domestic miner, but only burdens the steel industry with a higher cost 
on ferromanganese, since the ferromanganese makers would naturally have to include 
in their cost of production the duty they would have to pay on the manganese ore. 

The market price for high^srade foreign manganese ore to-day, delivered f . o. b. can 
eastern seaports, is between 20 and 25 cents per unit, which, calculated on an ore con- 
taining 50 units of manganese, is equivalent to from |10 to $12.50 per gross ton. On 
the other hand, the railroad freight rates on manganese ore from Oaliromia common 
points, from the Butte and Phillipflbur^, Mont., di^ct and from the Batesville, Ark., 
district (where limited quantities of high-grade domestic manganese ore are reported 
to exist) to eastern consiuning points (say, Pittsburgh district) amount to $18.66. 
$14.18, and $16.02, respectively, per gross ton. 

The above-mentioned market price for foreign hiffh-grade manganese ore averaging 
50 per cent and over in metallic manganese of from % to 25 cents per unit may be con- 
sidered as a normal price and not a pnce necessarily due to the present depressed state 
of business. The average price of foreign high-grade ores over a period of 10 years 



Digitized by VjOOQlC 



METALS AND MAKUFACTURES OF. 1661 

prior to the war did not exceed 25 cents per unit, or $12.50 per groes ton delivered 
Atlantic seaboard. 

It is obvious from this comparison that imlees a duty of over 100 per cent is placed 
on manganese ore that no domestic ore will be produced. 

At the hearing before the subcommittee on metals of the Ways and Means Com- 
mittee the question was asked of a representative of the United States Steel Corpora- 
tion whether they thought there was sufficient ore in this country to take care of the 
requirements. In replying he stated the best answer to that question is that the Steel 
Corporation purchased a manranese ore mine in Brazil within the past year, and 
theu* only regret was that thev nad not done so 10 years ago (the inference being that 
durinff the many years they had been purchasing the ore from Brazil they had paid 
enough in profits to the Brazilian mine owners to have paid for the mine). This i» 
conclusive evidence that they concluded the ore did not exist in this country. 

During the hearings before the Ways and Means Committee we asked for free man- 
eanese ore and a protective duty on ferromanganese. However, even though we 
knew the ore did not exist in quantity in this country, if Congress wished to impose 
a duty on ore for revenue purposes we were satisfied if they put on a compensatory 
duty on ferromanganese. 

In filing this bnef with the Senate Finance Committee we do not presume to know 
what form the final bill will take, but we are still convinced there is not an adequate 
domestic ore supply and that manganese ore should remain on the free list, and ui^ge 
that a duty be imposed on ferromanganese of 25 per cent ad valorem, based on the 
American valuation. It must be borne in mind, however, that should your committee 
recommend a duty on manganese ore that there must necessarily he an adequate 
compensatory duty on ferromanganese, adhering to j*atio specified in the II. R. bill 
7456. 

The unfair methods practiced by the foreign producers in the past leads us to con- 
clude that only an exorbitant specific duty would a£ford the American industrv ade- 
3uate protection. It is for this reason that we should have an adequate ad valorem 
uty, with the added advantages of the American valuation plan to meet the 
situation. 

As the result of pernicious propagEmda on the part of the American agents of the 
English ferromanganese producers me question has arisen as to why, when former 
tanff bills did not carry a higher duty than $4 a ton it should now oe necessary to 
impose a duty that would protect the manufacture of ferromanganese. We would 
like to aspain emphasize ^e fact that in former years there were no independent 
makers of ferromang;anese in this coimti^ and consequently there was no industry 
that needed protection as there is at this time. 

In the copy of the Iron and Coal Trades Review, the leading iron and steel trade 
journal of England, issue of August 12, 1921, there appears on page 217 quotations on 
British-made ferromanganese, as follows: 76 to 80 per cent ''for home consumption, '^ 
£18 per ton; ''for export," £14 per ton. 

It is therefore peiiectly evident that the British pool is again resorting to their 
pemiciouB habit of dumping in this coimtry to destroy the ferromanganese industry, 
in this case the differential being £4 sterling per ton lower than they will sell con- 
sumers in their own country. 

The steel interests admit that ferromanganese is one of the chief constituents and 
essential in the manufacture of steel, ana it is therefore highlv important that the 
United States should have its own ferromanganese industry by proper protection 
and that we should not be dependent on other countries for the supply of this most 
essential article. 

The steel interests, as evidenced by their testimony before the Finance Committee, 
were not opposed to a duty on ferromanganese. They, however, oppose the high rate 
of duty of 2j cents per pound on the metallic contents, as proposed oy the Ways and 
Means Committee, on tne basis that it would add too much to the cost of their steel. 
The proposed duty on ferromanganese is necessarily hi^ because it is burdened with 
a duty of 1 cent'per pound on the metallic manganese in the ore. 

The duty proposea in bill n. R. 7456 on ferromanganese carries protection to both 
manganese ore and ferromanganese in the proportion oi about two-thirds for the ore and 
one-uurd for ferromanganese; therefore it is evident that if ore is permitted to remain 
on the free list and an ad valorem duty of 25 per cent imposed on ferromanganese that 
about 66 per cent of the hi^h duty objected to by the steel producer will be eliminated 
and the nece3sar>' protection can be accorded to ferromanganese. 

It would hardly be conaistent for the steel interests to request that their own industry 
be protected and deny adequate protection to the ferromanganese industry. They 
assume that ferromanganese would cost them less if a small duty or no duty is placed on 
the product, overloosing the fact that unless a duty giving adequate protection is 
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graQted the American industry will cease to exist and they will have to pay the foreign 
producer an amount equivalent to the duty that would be necessary to protect the in- 
dustry in this country. With the American industry out of the way the British pro- 
ducers would be able to fix the price for American consumption, as has been tneir 
practice in the past. 

We contend tnat the position of the American steel producer would not be changed, 
for in one case he pays a price for his ferromanganese which includes protection for 
the American indust^^, and on the other hand, with no duty, he will pay the same 
amount to the foreign producer to sustain a foreign industry. 

'the dominating factor of the foreign producers is the British pool, whose avowed 
purpose is to reclaim the American trade and to drive the American maker out of 
business by unfair competition. This unfair competition has already been brought 
to the attention of the United States €k>vemment and is in process of investigation 
by the Federal Trade Commission. 

The American producers of ferromanganese have at present ample furnace capacity 
to supply all the independent steel makers in tiiis country even under war-time 
consumption. 

The table given below will show the production over a period of only four of the 
producers, and as the output was governed by what was sold it is onlv fair to say that 
this tonna^ would have been materially increased had the demand been sufficient. 

If the steel makers' memory were not so short, and if they would adhere to actual 
facts, we feel sure theywould all plead for protection for a ferromanganese industry. 
Just one illustration: When the war broke out the foreign supply was curtailed and 
stocks here rapidly dimini^ed, so that there threatened a famine in ferromanganese. 
The result was that the price of the small amount of ferromanganese available jumped 
to unheard of prices and threatened a shutdown of practically every indepenoent 
steel plant in the coimtry. Shortly after this the American ferromanganese producer 
came to their rescue, and by gradually increasing- the production the {ffice was 
brought down to a reasonable war-time level and remained there. 

In conclusion, if the fenx)managanese industry is permitted to survive by reason 
of an adequate duty, then the steel producers would not be subjected to any undue 
hardship and the grc^t United States — the largest producer of steel in the world — ^by 
fostering a ferromanganese industry of its own would not be dependent on foreign 
countries for its supply of this vitally important element. 
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The above represents the tonnage of ferromanganese produced exclusive of that 
produced by the United States Steel Corporation and other steel companies, and does 
not include the production of several other companies who operated during the war 
but went out of business immediately after the armistice was signed. 

HAVGAITESE AVD HAITOAirESE OEE. 

[Paragraph 302.] 

STATBHENT OF A. C. DINKEY, PRESIDENT OF THE lODVALE 
STEEL & OBDNANCE CO., NEW YORK, N. Y. 

The Chairman. Mr. Dinkey, will you proceed to address the 
committee ? 

Mr. Dinkey. I want to address the committee on manganese and 
manganese ore. 

Senator La Follette. What are your initials ? 

Mr. Dinkey. A. C. 
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Senator La Follette. And yoxir postr-office address ? 

Mr. DiNKBt. No. 14 Wall Street, New York. 

Senator La Follbttb. And your official relatkm to the Midvale 
company? 

Mr. E&NKEY. President. 

Senator La Follette. How long hare you been president of that 
company, Mr. Dinkey ? 

Mr. EhwKBY. Not quite six years. 

The Chairman. You have been associated with the company 
how long 1 

Mr. EhNKBY. Since it was formed, about six years. 

The Chaibman. And prior to that 

Mr. Dinkey. I was with the Carnegie Steel Co. 

The Chairman. You have been all your life in the steel business ? 
That is the point I want to bring out. You are an expert and are 
thorou^ily familiar with it ? 

Mr. Dinkey. Thirteen years president of the Carnegie Steel Co.^ 
and before tJiat I was its manager. 

Senator La Follette. How long were you president of the Car- 
nepe company ? 

sir. Dinkey. Thirteen years. 

Senator La Follette. You passed from the presidency of that 
company to the presidency of this company ? 

Mr. Dinkey. To the presidency of the Midvale company. 

Senator La Follette. So that accounts for about 20 years of 
your life ? 

The Chairman. How long have you been in the steel business? 

Mr. DiNKBY. About 30 years. I started at the Homestead Steel 
Works, in minor positions, through the Homestead Steel Works to 
manager of the works, and then president of the company. 

The Chairman. You worked yotu-self up to the head of the com- 
pany by a knowledge of the industry? 

liur. ttaNKBY. Yes, sir. The outstanding facts with respect to 
manganese ore and ferromanganese are that its use is absolutely 
necessary in the production of steel. You can make no steel without 
manganese. There are only three districts in the w(M*ld with deposits 
of siSficient size to support the production of ore on anything like 
the scale commensurate with the needs of the industry, and these 
three places are India. Russia, and Brazil. Yfhj the Lord put it 
so far from the iron I do not know. 

The Chairman. There was not room enough for everything. 

Mr. Dinkey. Within the borders of the Umted States no prospect 
has been found, even under the spur of war necessity, which it is 
reasonable to suppose will support a mining operation on an economic 
basis either as to quantity, €[uality, or cost. 

That ore from India, Russia, and Brazil can be laid down at Atlantic 
ports for about $12 per ton. Approximately this sum must be paid 
lor railway freight alone from such small mang&nese-ore mines as 
there are in the United States to the chief domestic consuming point 
of such ore. 

That the foreign steel industry — that is, England, Germany, France, 
and Belgium — waws its supply of manganese ore from these same 
far-off fields, the costs to them being about the same as to st^ol pro- 
ducers in the United States. 
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The present House bill would add about 30 cents per ton to the cost 
of all steel ingots produced in the United States. The folly of doing 
this while expecting the neutral markets of the world to absorb from 
16 to 20 per cent of the finished steel output of this country, on a 
competitive basis, is apparent. 

Senator La FoLLETTE. You export about 15 to 20 per cent of 
your product? 

Mr. Dinkey. We have exported as much as 15 per cent. At 
the present time we are exporting very Uttle. 

Senator Simmons. When you say ''we have" you refer to the 
industry at large ? 

Mr. DiNKET. No; I am speaking of the Midvale Steel & Ordnance 
Co., but we are one of the group that oiganized under the Webb bill 
so as to get an exporting house that would have some strength and 
power and sufficient funds to establish themselves. 

Senator Simmons. And that group exports from 15 to 20 per cent? 

Mr. Dinkey. Ten per cent, the wnole ^roup. 

Senator Simmons. What was it you said aoout 15 to 20 per cent? 

Mr. Dinkey. We expect the steel industry to export 10 to 20 
per cent now. 

Senator Simmons. Not that it has been doingit ! 

Mr. Dinkey. Not that it has been done. They have exported 
nearly 15 per cent. 

Senator Simmons. How much are you exporting now ? 

Mr. Dinkey. I should say it might be 5 or 6 per cent. 

The Chairman. That is dependent on political and other matters 
settUne down in other countnes ? 

Mr. Dinkey. In other countries. We now have a sales organiza- 
tion which is planted in every neutral market in the world seeking 
all kinds of oraers, lust as they seek here, glad to accept the smau 
ones, which are handled on a different basis from the large ones. 

We have a collecting organization that has been put together at 
great expense, and thev are doing some business even under the 
stress of conditions as they exist t^ay. 

Senator Simmons. Do you make your own ferromanganese ? 

Mr. Dinkey. We are making it now. We were forced to it during 
the war. 

Senator Simmons. How many big concerns in that group make 
their own ferromanganese ? 

Mr. Dinkey. The Bethlehem Steel Co. and ourselves I think are 
the only two independents. I think Jones & LaughUn have made 
it at some time. 

Senator Simmons. And the United States Steel Corporation? 

Mr. Dinkey. The United States Steol Corporation has always 
made it for about 20 years, perhaps longer. 

The United States Steel Cforporation would be less disadvantaged 
than all the other steel producers in this country. The Steel Cor- 
poration makes its own ferromanganese almost entirely out of 
imported manganese ore. All other domestic steel producers gener- 
ally buy their ferromanganese, either because they do not use ferro- 
manganese in sufficient quantities to justify a blast furnace opera- 
tion, or because they do not have the necessary facilities. 

The much higher dut}' proposed for ferromanganese than for 
inangano,so ore would have tnis effect : 
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Kvery ton of feiTomanganese usod by the Steel Corporation would 
cost it, in dutie$, $23.65 per ton. All other domestic steel producers 
would pay $39.42 per ton in duty; that is, the duty on lerroman- 



There is a diflference of about $16. We ask for free ore and a 
compensating duty on ferroman^anese, something similar to the 
compensating duty you have on pig iron, and suggest $2.50 per ton. 

Senator Simmons. You say you ask for free ore and a compensating 
duty on ferromanganese. A compensating dutj' for what, if you 
have free ore ? 

Mr. Dinkey. It is to compensate the maker of ferromanganese in 
this country as against a inaker in England about the same sum of 
money as represents the difference in labor cost here and in England. 
That is what I mean by compensating. 

Senator Smoot. On the same basis as iron ? 

Mr. DiNKBT. On the same basis as iron. 

Senator Smoot. Can you tell me what sucx^ess they are making in 
producing manganese in Cuba ? 

Mr. Dinkey. Yes, sir. In the early days of manganese produc- 
tion, our fu^t source of supply nearby was Virginia. That was 
practically exhausted. There is nothing left there except small 
deposits pretty widely scattered. 

Senator Smoot. Pockets ? 

Mr. Dinkey. Yes, sir. The next near at hand supply was Cuba, 
and that has been running almost ever since, and there are still some 
deposits that are workable in Cuba. The Bethlehem Steel Co. 
draw a good deal of their supply from Cuba. 

Senator Smoot. About one-twentieth of the importations come 
from Cuba, and I was wondering whether they were going to increase 
or decrease. 

Mr. Dinkey. I think they will continuously decrease. I think 
the quantity that is there is pretty well known and its location for 
cheap production is pretty well known. Are there any more ques- 
tions on manganese ? 

[No response.] 

Just a lew general remarks about the situation of our industry. 

We normafly, based on our natural capacity to manufacture, 
employ about 40,000 men. 

Senator Simmons. I want to ask a question or two. 

The Chairman. I would like Mr. Dinkey to continue his statement 
about the situation of the industry before he is interrupted. It is a 
very important point. 

Mr. Ihnkey. We did employ about 40,000 men. To-day we are 
running about 11,000. The conditions, as you can easily imagine^ 
are very distressing at nearly eM points. This company owns one of 
the most favorably situated ore mines in Minnesota. You probably 
all know the name of it. It is the Mahoning mine. Since the Ma- 
honing mine started to ship it has never failed to ship except this year. 
She has shipped this year about 350,000 tons. Our normal output 
is about two and a hafi to three milUon. The mine is doing nothmg. 

We. have a very valuable mine in Michigan known as the Penn at 
Vulcan. That has shipped not a pound this year and will ship none. 

Senator Simmons. You are referring to ore? 

Mr. Dinkey. Yes, sir. 
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Senator Caldbr. What has it shipped before ? 

Mr. Dinkey. Three hundred and mty thousand tons. It is a deep 
mine. 

The Chairman. It employs about 700 men, and they have all been 
out of work this year and wul continue out of work so far as that mine 
is concerned ? 

Mr. DiNKET. Except that that mine we are treating a little differ- 
ently. It is running under slow production and piling the ore. The 
reason to move us m that direction is that it is an isolated district. 
The men have no place to go. There is no other industry there. It 
is on a bleak range in the northern peninsula of Michigan; and rather 
than throw the organization away — because they would have to go 
away — we are runmn^ just as slowly as we know how and piling the ore. 

Senator Smoot. Giving them enough to eat ? 

Mr. Dinkey. Yes, sir. 

Senator La Follette. What were you paying common labor by 
the hour at tlie high point during the war ? 

Mr. Dinkey. Forty-two cents. 

Senator La Follette. The same as the other companies ? 

Mr. Dinkey. Yes, sir. They are generally alike. 

Senator La Follette. What are you paymg now? 

Mr. Dinkey. Twenty-five cents. That rate went into effect in the 
middle of August, the 15th of August. 

Senator La Follbttb. What were you paying before ihe war) 

Mr. Dinkey. Depending upon how far you go back. Right near 
the war it was about 20 cents., 

Senator La Follette. Back of that ? 

Mr. Dinkey. Before we got into the war, when the war was started, 
about 20 cents. Before that, 17^ cents. 

Senator La Follette. How long had it stood at 17^ cents t 

Mr. Dinkey. $1.75 was the common rate for four or five years, and 
then it moved to $2 and that was the common rate for three or four 
years. 

Senator La Follette. For example, what were you paying about 
the time you took the presidency of the Carnegie Steel Co. ? 

Mr. Dinkey. $1.20. 

Senator La Follette. That would be per hour ? 

Mr. Dinkey. Twelve cents per hour. 

The Chairman. That was 20 years ago t 

Mr. DiNKBY. Twenty years ago. 

Senator La Follette. How long did the wages continue at that 
figure? 

Mr. Dinkey. They moved up very slowly, 12i, 16, 16^, 17 

Senator La Follette. Until you got within a few years of the 
war? 

Mr. Dinkey. Yes, sir. 

Senator La Follette. And then they were about 17 for five or six 
years along in there ? 

Mr. DiNKBY. Yes, sir. 

Senator La Follette. And then when the European war came 
on, but before we went in, they had moved up to about 20 cents.! 

Mr. Dinkey. Yes, sir; and m the height of it, after we got in, ihey 
wont to about 42 cents. 
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Senator La Follette. I suppose when we take the wa^e of the 
common labor all the other wages are relative to that, are tnev not ? 

Mr. Dinkey. Yes, sir. In ordmary steel work, if you will state 
the common labor rate I can nearly reproduce the whole scale for 

ou, including mechanics and steel workers and handy men. It goes 

y gradations all the way through the works. 

^Snator La Follette. Will you furnish a table that will show to 
the conmiittee the scale of wages paid in the different departments ? 

Mr. Dinkey. Yes, sir; I sh3l be glad to do that. It is hard to 
interpret, because it is on a tonnage basis. Suppose I put it in 
eammgs ? 

Senator La Follette. Per month or per hour. Earnings per 
hour would probably be better; and give the number of hours of work 
per day. 

Senator Simmons. You own mines and mine your own ore ? 

Mr. Dinkey. Yes, sir; one of the largest, a splendid mine 

Senator Simmons. You do not think there ought to be any protec- 
tion on ore. You do not buy any ore. You have a mine out of 
which you get your ore ? 

Mr. Dinkey. Yes, sir. 

Senator Simmons. And you do not think you need any protection. 
You do not sell any ore, do you ? 

Mr. Dinkey. Only incidentally. We do not offer ore for sale. 

Senator Sibimons. Suppose you did not own that mine and some- 
body else owned it who nad no factory. He would have to sell that 
ore m competition with this ore which you said came in here in large 
quantities from India, Brazil and Russia, would he not ? 

Mr. Dinkey. That is what he would. 

Senator Simmons. He employs common labor just as you do, does 
he not ? 

Mr. Dinkey. Yes; but he has not 

Senator Simmons. Why do you think you ought to have protection 
against that sort of labor, ^en the man who owns this mine but has 
no factory as you have, who is not a manufacturer as you are, should 
have no protection as to his labor? 

Mr. Dinkey. I want to ffo back and have you realize that what I 
said in the beginning is the real state of facts. That manganese 
ore 

Senator Simmons. I want you to get down to this point. You are 
asking protection in the interests of American labor. 

Mr. Dinkey. I am holding it to manganese ore. Let us discuss it 
from that standpoint. 

Senator Sdimons. There are some people in this coiintry that are 
producing manganese ore that do not own a factory and consume 
their own ore as you do. They sell it. They employ American labor, 
just as you employ American labor. If your proposition carries with 
this committee, will they not be unprotected as against this cheap 
India labor that you sjpoKe of a little while ago ? 

Mr. Dinkey, i ou have got to go back to this. Whether I am 
telling the truth or not you can very quickly determine. 

Senator Simmons. I am not doubting that you are telling the truth, 
but you are not recognizing the principle that you invoke in behalf 
of vour labor. 
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« 

Mr. DiNKET. A principle can not be applied to a thing that is 
impracticable. There are no manganese deposits in the United 
States commensurate with the needs of manganese ore. There are 
none. 

Senator Simmons. There are some that are being worked by people 
who do not own factories. 

Mr. Dinkey. Not at all. The ore does not exist. How are you 
going to apply a principle to a thing of that kind ? 

Senator Simmons. Do you mean to say that there is nobody in this 
coimtry producing manganese ore that does not himself manufacture 
that ore I 

Mr. Dinkey. No. No one is producing ore except an incidental 
carload or two. There is no one producing ore and manufacturing 
manganese in any relation at all to the industry; none. 

Senator Simmons. I would Uke very much, then, for you to give 
me the amount of manganese ore that is produced in this country by 
persons that do not manufacture that ore into manganese. 

Mr. Dinkey. There is practically none. 

Senator Simmons. You state that there is none ? 

Mr. Dinkey. Practically none. 

Senator Simmons. Very well. 

Mr. Dinkey. Just a minute. There is a map in the back of this 
book 

The CuAiEMAN. Are you going to have this book printed ? 

Mr. Dinkey. Yes, sir; I am going to submit it. Here [indicating] 
is where the manganese is produced, and there [indicating] is where 
it is used. There is nobody making ferromanganese. They tried it 
in Montana, and, of course, they quit it. Their freight rate is $12.60 
to Pittsburgh. 

Senator Simmons. I understand you to mean that the steel manu- 
facturers, or rather the big steel manufacturers, have practically 
bought up all the manganese ore mines in this country ? 

A(&. Dinkey. There is no big steel manufacturer that owns one of 
these mines. 

Senator Simmons. I thought you said you owned one of these 
mines. 

Mr. Dinkey. I am talking about iron ore. 

Senator Simmons. I am talking about manganese. I thought you 
said you produced it from your own mines. 

Mr. Dinkey. Oh, no. I was talking about iron ore when I spoko 
about the big Mahoning mine. 

Senator Walsh. To what extent has your business depreciated due 
to importations in recent months ? You say it is in very bad shape 
and its mines are closed up, 

Mr. Dinkey. Oh, yes. 

Senator Walsh. To what extent ? 

Mr. Dinkey. There are almost no importations. 

Senator Walsh. It is due entirely to world conditions? 

Mr. Dinkey. To world conditions; certainly. 

Senator Walsh. There is no demand for goods and very limited 
purchasing power on the part of the people ? 

Mr. Dinkey. Yes, sir. They are conditions that I can not analyze 
completely, even to myself. 
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Senator Walsh. So the present conditions in your trade, at least, 
could not be traceable to importations of commodities which are 
produced 

Mr. Dinkey. No, sir. We have before us some threatened impor- 
tations, but they have nothing to do with the business conditions. 

Senator Simmons. You do not own your manganese ore, then ? 

Mr. Dinkey. No, sir. We do not own any manganese ore, and 
no big steel concern owns any of this manganese ore. 

Senator Simmons. Does not the United States Steel Corporation 
own its manganese ore ? 

Mr. Dinkey. It owns foreign deposits in Brazil. 

Senator Simmons. But owns none in this cotmtry ? 

Mr. Dinkey. No, sir. They might own some incidentally, but I 
am sure they are not operating. 

The Chairman. Is there anj^hing else? 

Mr. Dinkey. Nothing else. 

(A copy of the brief referred to by the witness was submitted by 
him to etfch member of the committee.) 

STATBJffBNT OF GEORGE H. CBOSBT, DISCOVEBEB AND EX- 
PLOBEB OF lONEBALS, DULXTTH, MINN. 

The Chaibman. Mr. Crosby, you reside in Duluth, Minn. ? 

Mr. Crosby. Yes, sir. 

The Chairman. What is your business ? 

Mr. Crosby. I am a discoverer and explorer of minerals. 

The Chairman. What do you desire to address yourself to in 
connection with this bill ? 

Mr. Crosby. Manganese-beahng ore. 

The Chairman. £re you repeating what has already been stated 
to the committee ? • 

Mr. Crosby. There has been nobody on manganese-bearing ore. 
There are two men here on the producing manganese-ore industry — 
Mr. Charles W. Potts and myself. 

The Chairman. You may proceed. 

Mr. Crosby. In order to get myself properly before the committee, 
I will state that I am a discoverer and explorer of minerals on the 
Minnesota, Michigan, and Wisconsin ranges and elsewhere. By 
exploring is meant the proving of tonnages and grades to determine 
its merchantability, by the use of power-driven chum and diamond 
drills. I have haa an experience of over a quarter of a century and 
am one of the pioneers of the Mesabi ana Cuyuna Ranges. The 
Mesabi is an iron-ore bearing range; the Cuyuna Range is known as 
an iron range, but a considerable portion of the ore from this district 
canies manganese and has been of considerable economic importance 
for its manganese content in steel making. 

Since the discovery of the Cuyima iron and manganese range there 
has been about 2,800 holes drilled, differing in depth from 60 to 1,000 
feet. Of those 2,800 holes I have personally drilled 700. I have 
drilled something like 20 properties. Eight of those properties have 
become producers of manganese-beaiing ore and helped to furnish 
the manganese that was used in the steel manufacture during the 
war peri^. 
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During the year 1918 there were 860,000 tons of this material 
shipped from tne Cuymia Range to the steel industry in this coimtry 
and used in the manufacture of steel; and, in addition to that, there 
were 305,000 tons of what we call high-grade manganese ore running 
40 per cent or better. This higher grade of manganese came from 
different localities, more especmllv from Butte and Phillipsburg, 
Mont., and from Virginia and Arkansas. The balance of the ton- 
nage was distributed over a large area, and about 30 States were 
represented. 

it has been stated by witnesses here — and I simply am amazed 
at the statements they have made — that there are no reserve ton- 
nages of manganese ore in this country. As a matter of fact, we will 
?rove to you in a, brief that will be presented by Mr. Charles W. 
*otts, based upon Government reports and reports of producers of 
this material, who have made explorations of their deposits and 
measured the tonnages and the grades, etc., that there are 36,000,000 
tons of ferruginous manganese ore in reserve; that there are over 
20,000,000 tons of high-grade manganese ore that runs over 40 per 
cent ready to be mined and shipped to the steel manufacturers. 

I do not beheve it is necessary for me to dwell upon where the 
manganese that has been used up to 1914 came from, because you 
»re all familiar with that. But I will state that most of it came 
from Brazil, the Caucasus, and India. It is true that this ore has 
been the chief source of supply that steel makers have used generally 
in the manufacture of steel. It comes, perhaps, in larger deposits. 
However, the grade is no higher than our best domestic ores. 

The domestic-ore producers rose to the emergency during the war 
and filled a demand that would have been quite impossible to have 
filled otherwise. 

I personally spent, in trying to produce for war purposes, $1,450,000 
in the development of nunes in Minnesota,* and 1 wish to state that 
this money will be almost a total loss to me unless the producers of 
manganese ore in this coimtry are protected. 

I nave read the report of the Tariff Commission on the subject 
of manganese-ore reserves and know the tonnages of manganese- 
bearing ores and the grades that have been accredited to this range 
by the United States Geological Survey, series 121. Based on the 
knowledge I have of the Cuyuna Range, gained through years of 
experience, these estimates do not fully represent either the actual 
tonnages or the proper classification of grades of this district. 

According to tne reports issued by the Geological Survey, there are 
only 13,628,000 tons of manganese-bearing ore, containing 5 to 35 
per cent manganese, in the district. No figures are given for any 
additional reserve in prospect. This report seriously minimizes the 
importance of manganese-Dearing ores of the Cuyuna Range, for the 
following reasons : 

That the actual tonnage is greater than claimed. There were 24 
mines on the Cuyuna Range that were producing or preparing to 
produce manganese-bearing ore in 1918. 1 can name two out of this 
group that contain more ore than the Geological Survey says exists 
in the whole district. The Sagamore contains 11,000,000 tons; the 
Ida May, 4,000,000. The proved tonnage of Cuyima Range is 
36,000,000 tons. This constitutes the actual tonnage of manganese- 
bearing ores included in the classification of ferruginous manganese 
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ores and man^aniferous iron ores containing 5 to 35 per cent man- 
ganese, of which the balance of the mineriu constituent is iron ore. 

A fact generally overlooked bv the Geological Survey and the 
Bureau of Mines, that is to say, tney take it into consideration, but 
when they present their totals of reserves they do not mention it, 
is that 5 per cent manganese ore, if it were contained with rock, 
would be of little avail as a mineral, but is quite viduable if it is con- 
tained with iron ore. For instance, where manganese ore in the 
Cuyuna Ran^e has 5 per cent manganese it has a constituent mineral 
which contams 50 to 55 per cent iron ore. Therefore, it becomes 
commercial in that way, and it is used in making high manganese pig. 

The Government report minimizes the im]>ortance of tne ores of 
the Cuyuna Range by ignoring the probable ore. There is an addi- 
tional tonnage of probable ore not capable of definite calculation, 
but of certam existence, which woula undoubtedly increase the 
reserve tonnages to approximately 50,000,000 tons. 

The Goveminent report miniimzes the importance of the Cuyuna 
Range, in that it does not take cognizance of the vast area of partly 
developed ore bodies contiguous to proven deposits. 

In addition to the 50,000,000 actual and probable tons of manga- 
nese ores, there are a great many properties on which diamond drill- 
ing has been done and on which mercnantable grades of manganese- 
bearing ore have been found, but owing to the lack of demand for 
these ores at this time exploration has not been continued to the 
point where tonnages could be measured. The 50,000,000 tons 
above considered represent only those properties that have been 
quite thoroughly drilled in the heart of tne Cuyuna Range, which is 
confined within a rectangle seven miles wide and eight miles 
long. There is an area many times as great as the area described 
above which is all within tne proven manganese formation and 
which has not been drilled because of the fact that it is away from 
the railroads and because there has not been sufficient demand to 
warrant thorough development. However, this has been proven by 
the discovery of the ore at different points throughout the area 
described above. Tlie Cuyuna Ran^e, in my opinion, has great 
possibilities for the discovery of additional large tonnages of man- 
ganese-bearing ore. If it were thoroughly drillSi it womd imdoubt- 
edly add greatly to the reserve ore Dooies actually proven. Up- 
wards of $7,000,000 have been spent in development on this range, 
and at the present time there are only two mines operating against 
24 during 1918 under war demand. Unless manganese ore nas a 
protective tariff, the domestic mine owners and operators will be 
obliged to abandon their properties, as they can not conipete with 
cheap mining costs of ores from Brazil, India, and Russia because 
of difference m labor costs. 

It has been pointed out that the ores of the Cuyuna Range, con- 
tainiiig comparatively small percentage of manganese — about 10 per 
cent, and the balance of the metal content, approximately 40 per cent 
iron — are not to be classed as low-grade manganese ores*^ in tne same 
sense that an ore containing 10 per cent manganese without the pres- 
ence of iron ore would be so classified. 

It has been proven by a great man^ examples that the manganese 
content of these ores is capable of utilization in the manufacture of 
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steel. This practice has been followed under two different methods, 
the first one comprises the maniif actm*e of a manganese alloy known 
as spiegeleisen. wnich normally contains about 20 per cent manganese 
and 75 per cent iron and 5 per c^nt carbon. This alloy is used in the 
Bessemer process of steel making and can be made out of manganif er- 
ous ore where the total metallic content of the manganese is 12 per 
cent or better. Approximately 25 per cent of .the 36,000,000 tons, 
or 9,000,000 tons of the manganese bearing ore of the Cuytma Range, 
contains manganese 12 per cent or better. 

The other 75 per cent of the manganese-bearing ores of the Cuyuna 
Range, 27,000,000 tons, contains approximately 7 per cent manganese. 
This is all capable of utilization in making hih manganese pig iron. 
High manganese pig iron has also been used in st^el making, thus 
eliminating the use of additional manganese to the steel bath at the 
time of the pouring in as large amounts as is now used where all the 
manganese is added in the form of SO per cent ferromanganese. 

This practice has been followed in European steel making; it has 
been followed by the Colorado Fuel & Iron Co. for a number of years, 
and I am reliably informed this practice was successfully employed 
by a number of steel companies during the war period. There are 
numerous pubhcations tending to prove that this practice was en- 
tirely satisfactory and a steel of a better grade was produced than 
l)as been produced by the other practices. 

This, then, proves that the manganese-bearing ores of the Cuyuna 
Range are a valuable source of a supply of domestic manganese and 
should be taken into account by the Government in estimatmg domes- 
tic reserves. 

The average content of manganese in the 36,000,000 tons of man- 
ganese-bearing ores of the Cuyuna Range district of Minnesota is 
about 9 per cent. Thirty-six million tons of 9 per cent manganese- 
bearing ores is equivalent to approximately 5,000,000 tons of high- 
grade manganese ore containing 45 per cent manganese. 

It is my opinion that a tariff on manganese ore would stimulate 
the exploration of manganese-bearing minerals that as yet are but 
slightly developed. And when this development has reached the 
proportions which would naturally be expected, America will learn 
that she has ample supplies of manganese ore to last as lo ig as our 
vast supplies of iron ore, which, if the lower grades are utilized in 
the same ratio that the late Andrew Carnegie estimated, we will 
have both iron and manganese sufficient to last this country for 200 
years. 

There are 23 mines on the range that produce manganese ore, 
and out of that 23 mines of the Cuyima Range there is not one run- 
ning and producing ore to-day. Every one of them are closed down, 
and out of 39 mines on the range that produced manganese and iron 
ore, there are only 2 mines running. The condition is appalling. 

I say this with all candor: I believe that if this inaustry was 
protected so that there would be a sale for the ore that this coimtry 
IS capable of producing 75 per cent of the manganese that is con- 
sumed in the steel-making trade of this country and would be able 
to do so for a great many years. There is no question in my mind 
about it. For instance, in Minnesota alone there has been explored 
up to this time only one-eighth of the actual proven formation, and 
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it covers an area of 36 miles square. At diflferent points throughout 
the manganese-ore bearing district, which covers about eight times 
that area, there have been holes put down and manganese of a mer- 
chantable Quality been discovered. 

Senator McCumber. Mr. Crosby, may I ask a question just to 
get clear information? You get both the pig iron and the man- 
ganese from what we call iron ore. do you not ? 

Mr. Crosby. No, sir; we get high manganese pig iron from fer- 

Xous manganese ore, not iron ore. 
lator McCumber. And a certain percentage of it will be pig 
iron and a certain percentage manganese ? 

Mr. Crosby. You mean in the high manganese pig iron ? 

Senator McCumber. Yes. 

Mr. Crosby. Yes, sir. 

Senator McCumber. Take the ore: Now, what per cent of it will 
be pig iron and what per cent of it, on the average, would be man- 
ganese? 

Mr. Crosby. It would not be separated; that would be called 
high manganese pig iron. It would be a homogeneous mass; it would 
be pig iron contammg a percentage of manganese. 

Senator McCumber. Very well, sir. That helps me. To harden 
the iron, to make steel of it, what per cent of the manganese is used ? 

Mr. Crosby. When they are using 80 per cent lerroman^anese 
they use about 15 pounds to the long ton m the bath, and it is put 
in lump form while the steel is in molten state. 

Senator McCumber. What I am trying to get at is, whether when 
you extract the manganese from the ore, say a ton of ore, j^ou get 
enough manganese out of that ton of ore to harden the pig iron 
that IS in that ton of ore; whether it takes less or whether it takes 
more? 

Mr. Crosby. There would be a certain amoimt of manganese 
contained in the pig iron. 

Senator Smoot. I think the Senator wanted to know what the 
percentage of the bath in this 15 pounds that is put in is to the whole 
amount m the bath. 

Mr. Crosby. That would be the amoimt that would be added 
where no manganese was put in the original pig; that would be the 
total amount put in. 

Senator McCumber. I do not know anything about the percentage 
in the 15, unless I would know how many pounds were in the batn. 

Mr. Crosby. It is a very small percentage, about three-fourths of 
1 per cent of the whole. 

Senator McCumber. If there is enough manganese in a ton of ore 
for all the hardening properties you w3l need m converting the ore 
into the ton of pig iron, and it is manganese pig iron, why is it neces- 
sfuy, if you have the protection upon the pig iron, to have any other 

f)rotection on some of the contents of that same pig iron separate 
rom the pig iron itself ? 

Mr. Crosby. I would like to give you a little illustration in answer 
to that. 
Senator McCumber. I would like to have it. 
Mr. Crosby. Standard grades of iron ore contain almost no man- 
ganese. The prevailing furnace practice consists in adding the 
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manganese at the time of pouring the steel. It is not added for 
hardening properties but for its purifying effect. If the prevail- 
ing practice utilized the manganese-bearing iron ore, we would need 
no tariff to protect it, but the steel manufacturer prefers to use the 
manganese ore coming from its foreign mines instead of our domestic 
supply. The protection of pig iron of $1.25 per ton does not protect 
manganese ore or the makers of manganese alloy. That duty 
protects only the manufacturer of pig iron. Personally, I see no 
excuse for a tariff on pig iron except to benefit the steel people and 
for revenue. As a manganese-ore producer I am not concerned in 
the duty on pig iron, omy in the duty on manganese ore and the 
manganese alloys. 

The ore producer has no railroads, no boats, no blast furnaces, and 
no steel nulls, so that the chance he has of making profit is on the 
sale of the ore; while many of the steel makers own their railroads, 
boats, blast furnaces, and steel manufacturing mills, and they can 
put profit on the manufactured article or on some other phase of the 
operations. 

I would hke to file a brief, as these are only notes. There are 
some things I would hke to touch on. 

Mr. Crosby. In regard to the tariff on manganese ore, we would 
like to have the minimum grade placed at 20 per cent instead of 30 
per cent as now in the Fordney tariff bill. If placed at 30 per cent 
it would permit Spanish ore to come in free as they have large quanti- 
ties of the same cnaracter of ore that we have on the Cuyuna Kange. 
This ore from Spain is mined with cheap labor and transportation 
and it would affect our industry. 

The statements which are made in this brief with reference to the 
statistics in bulletins issued by the Geological Survey are not made 
with a desire to criticize any of the functions or personnel of this 
bureau, but they are simply in justice to our own mdustry to show 
the reasons why the statements are not a just basis for judging the 
manganese industry from the standpoint of possible tariff protection. 
We do not attempt to assign reasons for the disparity between our 
statements and those of the survey except with the possible sugges- 
tion that with the colossal task the survey has before it, its reports 
are as adeciuate and abreast of the times as it is possible with the 
appropriations at its disposal, and we offer our own statements as 
being of ejqual interest to the committee and of eq^ual interest to the 
survey with the assurance that the survey consider these present- 
day statements with equal interest with the committee. [Reading:] 

Three-fourths of the reserves of low-grade ferruginous manganese ores appear to be 
in the Cuyuna Range, Minn. Although many problems have been encountered in 
marketing these ores, they must be considered the most valuable source of manganese 
ore in the country. (Manganese and Man^aniferous Ores in 1919, by H. A. C. Jenson, 



p. 96, issued by the Lnited States Geological Survey.) 

The action of the American Iron and Steel Institute in 1918 in urging all its members 
to reduce the grade of ferromang^aneee enabled the producers to maintain a relatively 
large production in 1919. The iron content of the ore and cheap transportation are 
decided advantages. The principal problems that have been encountered in the 
marketing of these ores appear to have been solved, and although 1919 was a very 
unfavorable year, under normal conditions these mines may be aole to market lai^ 
quantities of ore for some time to come. (Manganese and Manganiferous Ores m 
1919, by H. A. C. Jenson, p. 113, issued by the United States Geological Survey.) 
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8TATBHENT OF CHARLES W. POTTS/ DEEBWOOD, MINN.' 

The Chairman. You are a producer of manganese? 

Mr. PoTT^. Yes, sir. 

The Chairman. Do the gentlemen who have akeady appeared rep- 
resent you ? 

Mr. roTTS. No, sir; not at all or only in part. I represent to a 
certain extent the manganiferous-ore producers of Minnesota, which 
subject Mr. Crosby has just covered, and I also represent the pro- 
ducers of high-grade manganese ore in Arkansas and certain men n*om 
various States who are interested, who have invested money in the 
production or in preparing to produce manganese ore during the war. 
A number of them have been m communication with members of this 
committee from Indiana, Ohio, and various States. 

The CHAiRiiAN. What is your busmess ? 

Mr. Potts. My business nas been primarily the diamond drilling 
business, similar to "Mr. Crosby's, tfut during the war time I was 
induced by Government requests and demands to enter the mining 
of manganese, and the companies I represent have spent about three- 
quarters of a miUion dollars in attemptmg to produce these manganese 
ores. Some ores have been produced. 

I want to talk principally on the subject of manganese-ore reserves. 
I sat here yesterday and listened to 10 men talking of the various 
schedules affecting the steel industry. Most of them said that there 
were no deposits of manganese ore in this country. 

I have spent a considerable amount of my time in the past few 

fears in developing and in the exploration of manganese deposits, 
am familiar with various districts in which manganese has been 
produced, and a few general figures I think will be of interest to you. 

There are 30 States in the union in which manganese ore is known 
to exist. About half of them have shipped manganese ore in quanti- 
ties that have been of more or less importance, especially during the 
war period. 

I heard a number of witnesses yesterday state that there were no 
deposits in this coimtry. I would very much have appreciated if 
some one would have asked them on what information they made 
' that statement. 

Senator Walsh. Did they say there were no deposits or none 
produced ? 

Mr. Potts. They said there were no deposits of any consequence. 

Senator Walsh. Is there any produced f 

Mr. Potts. Yes, sir. In 1918 manganese-bearing ores were pro- 
duced as follows: High-grade manganese ore contaming more than 
35 per cent manganese, 305,869 tons; manganese ore containing 10 
to 35 per cent manganese, 916,163 tons; manganiferous ore, contain- 
ing 5 to 10 per cent manganese, 470,138 tons. In 1919 there were 
produced 56,265 tons of ni^h-grade manganese, and in 1920 there 
were 94,000 tons produced. The average yearly production of 
high-grade manganese ore in this coxmtry for the five-year period 
previous to 1914 was only 2,612 tons. 

Senator Smoot. There is not any question but what there are 
manganese ores in the United States in different parts of this coun- 
try. The question arises as to whether there ia enough manganese 

> See reply of Geological Survey to portions of this statement, p. 2096. 
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in the ore to make it profitable to mine. If we put this price here 
at 10 cents a pound or $200 a ton, there is not any question but 
what we could produce manganese as long as we would want it in 
this country from American manganese ore. The question is 
whether that is the proper thing to do. If you have anything to 
say as to the rates of duty that are imposed in this bill, whether too 
high or too low, the committee would like to know it, and to have 
you tell us why. That is what we want to know. 

Senator La Follette. And I, as one member of the committee, 
would like to know about these deposits. I do not take the word 
of the United States Steel Corporation and those who are interested 
in the Brazil mines that this industry can not be developed here in 
this country. 

Senator Smoot. It can not be. 

Senator La Follette. I want to know about it. 

Mr. Potts. May I answer Senator La FoUette's question first? 
It will logically lead to answering yours. 

Senator Smoot. Yes. 

Mr. Potts. I can not criticize the gentlemen who yesterday said 
there were no deposits of manganese ore in this country if they 
relied upon the reports of the Tariff Commission and of the Geo- 
logical Survey. 

According to the report of the Tariff Commission, series No. 21, 
commencing at page 123 and extending to page 149, and the sum- 
mary in that chapter on manganese, tnere were in this country in 
1918 onlv 699,750 tons of mgh-grade manganese ore with an 
additional tonnage of 1,130,000. This statement I regard as incor- 
rect. It does not state the situation with reference to the man- 
ganese reserves correctly. It does not take into consideration all 
the information contained in the reports of the Geological Survey, 
or the reports of the Bureau of Mines, the reports of the geological 
surveys of various States, nor the reports of engineers and geolo- 
gists of note who have been writing articles and pubUshing the same 
m various ms^azines and technical journals for several years. 

The Tariff Commission's report bases its estimates on the Geo- 
logical Survey and various other pubUcations, and at the end of the 
chapter there is a bibliography of documents from which the data' 
are obtained. In this bibUography you will discover that a niunber 
of the reports on which the estimates are based are 5 or 6 years 
old. Those reports which were pubUshed five or six years ago are 
out of date as far as manganese-ore reserves in this country are 
concerned. There are other reports that bear dates of 1918 and 
1919, and you might assume from the fact that those dates are 
rather recent that perhaps the estimate of ore, as shown in this 
list of reports, is correct, but if you examine the original reports 
vou will find that the investigations upon which those reports were 
based were made several years previouslv. You will also find in 
that bibliography other reports bearing dates 1918 or 1919. Tliey 
refer to reports in which mvestigations were made in those years, 
but if vou read those reports you will find that they were reports 
made amine the war period and that the engineers and geologists 
who made those repK)rts stated and admitted that they were super- 
ficial and that they did not observe the degree of accuracy that is 
ordinarily required by mining companies. 
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A number of the references in the bibliography on page 149 are 
to pubUcations of the Bureau of Mines and Dear the dates 1918 and 
later. None of these publications, however, deal with ore reserves, 
and there is but httle of their contents incorporated into the reports 
of the Tariff Commission. These reports contain interesting and 
valuable information, but in no instance do they give imfavorable 
data on the ore reserves, and in this respect they are irrelevant to 
the subject under discussion. 

Important developments in the discovery of manganese ore and 
important adaptations and uses of domestic manganese ore were 
made in 1918 and later that have not been taken into account in 
the Tariff Commission's report; and without these contributions to 
the industry included, any statement or conclusion from such state- 
ments are inadequate and imfair to this infant industry. 

Constituting a part of the total manganese-ore reserves of the 
United States is a report of the deposits of manganese ores in Ar- 
kansas. I went to see the geologist of the Geological Survey who 
examined the Arkansas distoct. The estimates of the manganese 
ore of the BatesviUe (Ark.) district was about 250,000 tons. He 
gave «ae the figures of his estimates of various properties. One of 
these was the property which we are operating. According to his 
estimate of a certain grade of ore there was omy 2,000 tons on our 
property. Last year m a little over 60 days we mined 2,600 tons 
and got barely started. 

We ma.de some investigations by test pitting and sinking holes, 
and we foimd more ore on 17 acres of our land than he credited our 
whole 600 acres. From the data we have on our property I believe 
we have more ore on it than the report of the Geological Survey 
credits the whole BatesviUe district of Arkansas. 

I am not criticizing the geologists of the Geological Survey nor 
Questioning their integrity or their ability, but I do say that they 
aid not have the opportunity to make thorough investigations during 
the hectic war dhjs. They could not attain that degree of accuracy 
that is required by mining companies in the mvestigation of 
properties. 

In order that you may realize that it is the custom of the com- 
panies that I represent to go into the details so that we understand 
exactly what we are doing with reference to development and explo- 
ration of mines, I have brought some of the maps which show the 
method we employ in investigating the mineral deposits of the 
properties in which we are fihancially interested. 

The Chairman. Are you a mining engineer ? 

Mr. Potts. I am not so employed. 1 do not so designate myself, 
although I have a university degree and an experience covermg a 
period of 15 years in the mining business. I have done a certain 
amount of mining engineering in the States of Minnesota and 
Arkansas, but I have never signed my name as a mining engineer. 

Each one of these colored areas on this map represents an area 
containing manganese ore. I niirfit go through the following 12 
pages, 'fliey would be similar. The work is accurate; we Imow 
wlmt we are doing, and as an operator I know what we are talking 
about. 

Senator Simmons. You are making these investigations with a 
view to investing capital ? 
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Mr. Potts. Yes. We did invest capital, and if we do not get a 
tariff we will be "busted." 

Senator Walsh. How much money has been invested ? 

Mr. Potts. $750,000. 

Senator Walsh. Has that stock all been sold ? 

Mr. Potts. That is actual money that has been invested. It is 
not a stock-jobbing proposition. 

Senator Watson. Where did you invest it ? 

Mr. Potts. In Minnesota and Arkansas. 

Senator Walsh. What is the percentage of the ore ? 

Mr. Potts. Of the ore ? 

Senator Walsh. Yes. 

Mr. Potts. In Arkansas the average of the high-grade ore from our 
properties is as follows: Manganese, 49.03; iron, 5.62; phosphorus, 
0.165; siUca, 4.89. 

Senator Walsh. That is very high ? 

Mr. Potts. Yes; that is very high. We have another grade that 
we call low-grade ore that runs 31 per cent in manganese and 18 in 
iron. 

Senator Walsh. That can be used for spiegeleisen. 

Mr. Potts. For spiegeleisen and also in making high manganese 
pig iron. Before I fimsh talking of this matter of Government re- 
ports I would like to call your attention to a few other things. 

Here is World Atlas of Commercial Geography. It was published 
this year, 1921. The ink is hardly dry. The data on which this 
report is based was compiled from information available in 1913. 

The Chairman. What department issued that report ? 

Mr. Potts. The Geological Survey. 

The Chairman. Is that of great value ? 

Mr. Potts. No, sir; except historically. 

Senator McLean. Just what does that embrace ? 

Mr. Potts. A compilation of the mineral resources of the world as 
known, up to and including 1913. Manganese is one of the minerals 
covered in this report. 

The Chairman. Does that come from the Geological Survey direct 
or through the Department of the Interior ? 

Mr. Potts. Through the Department of the Interior. 

Senator Watson, is this the latest they have issued ? 

Mr. Potts. I could not tell you that. Senator. They issue a great 
many. 

Here is the last report issued on manganese and manganiferous ore 
reserves in the United States. 

Senator Watson. What is the date of that ? 

Mr. Potts. April 6, 1921. 

Senator Dillingham. Is that the one you have been discussing? 

Senator La Follette. Is it based upon information that is old 
and out of date ? 

Mr. Potts. Yes. 

The Chairman. This last document you had in your hand is an 
ancient document, is it ? 

Mr. Potts. Yesj it is all right; it is a desirable thing to have, but 
the point I am trymg to make is that it is not up to date. There has 
been such a tremendous development in the manganese mining in- 
dustry and in the methods of beneficiating manganese ores that any 
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report based upon information or investigation previous to 1918 is 
now obsolete and can not be depended upon. 

The Chairman. Are those documents widely read and distributed 
to the public in search of knowledge on manganese ? 

Mr. Potts. Yes; the reports of the Greological Survey are the basis 
for this report, Series 21, of the Tariff CJommission. 

The bibliog;raphy to which I take exception appears on pages 148 
and 149 of tms report. 

Senator McCumbeb. How old is that ? 

Mr. Potts. This, I think, is very new; in fact, the last report of 
the Tariff Commission on manganese. 

Senator McCumbeb. How oui is the data ? 

Mr. Potts. That is, data I have given you? It is dated from 1915 
to 1918, but the more recent data were based on investigations that 
were made previous to or on superficial investigations, or on subjects 
collateral to the subject of reserves. 

The Chaibman. How do they get rid of these documents if they 
are worthless ? 

Mr. Potts. They are not worthless. They contain original data. 

We have heard gentlemen here say that tnere are no manganese- 
ore deposits in this country. I beheve that they think what they 
say is true, but they are mistaken. 

According to the report of the Geological Survey in 1918, the 
Butte distnct of Montana contained 2,800 tons of high-grade man- 
ganese ore. 

Senator La Follette. You mean that is what the Greological Sur- 
vey represented ? 

. Mr. jPotts. That is what the geologists of the Geological Survey 
stated in their report. 

In 1918 investigations were made by geologists of the Geological 
Survey in order that they might report on domestic reserves of man- 
ganese ore. Making up a part of that total of 679,750 tons was an 
estimate of 2,800 tons m the Butte district of Montana. In 1918 it 
was printed; in 1919 it was again printed; and in 1920 it was printed 
again; and on April 6, 1921, it was again printed, stating that there 
are only 2,800 tons of high-grade manganese ores in the Butte dis- 
trict of Montana. Since that time there has been 166,650 tons 
shipped from that district. The Government reports still say there 
are 2,800 tons there. 

Senator Simmons. One hundred and sixty-six thousand and six 
himdred and fifty tons ? 

Mr. Potts. One hundred and sixty-six thousand six hundred 
and fifty tons; ves, sir. 

Senator La Follette. What is your authority for that statement ? 

Mr. Potts. Other reports of the Greological Survey. 

Senator Smoot. Was this manganese ore or was it manganiferous 
ore? 

Mr. Potts. That was manganese, and a considerable portion of it 
went to the companies represented by the gentlemen who testified 
yesterday. 

Another portion of the Geological Survey reports of 1918, in 
describing the deposits in the Butte district, said tnat while no good 
basis exists for computing the exact tonnages, descriptions given 
by those who have had opportunity to observe them leave no room 
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for doubt that the aggregate amount of such bodies is very large. 
The gentlemen who made those statements in the descriptive part of 
their report totally imored these lai^e deposits of manganese when 
tabulatmg the total domestic reserves. 

I do not want to take the time to read all the evidence I have here 
with reference to these reserves. I expect to file a brief which will 
contain a CTeat deal more data than I am able to give you now. 

Senator McLean. Ai^e these reports equally accurate in respect of 
oil reserves ? 

Mr. Potts. I could not tell you that, Senator. 

Senator Curtis. From what I hear, 1 think they are. 

The Chairman. I have a theorv that 60 or 70 per cent of the 
Government publications are worthless. 

Senator Smoot. We were told 12 years ago that there was only 
coal enough in the United States to last 28 years. 

The Chairman. I know that large nimibers of these pamphlets 
are returned to me with letters of indignation by constituents in 
Pennsylvania. 

Senator Simmons. Your constituents in Pennsylvania were stick- 
ing mighty close to the Government reports, because they wore 
tiying to convince the committee that the manganese ores in this 
coimtry are negligible. 

Mr. roTTS. ft is fortuitous for those who opposed a tariff on 
manganese ores that the reports of the Geological Survey are so 
much to their Uking. 

There are several things with reference to manganese reserves that 
I have not touched upon, and I shall not take the time to go into the 
various details. 

Thus far I have discussed only the reserves of high-grade manganese 
ores. There are other forms of manganese ore used m the steel busi- 
ness besides the high-grade manganese. The reports of the Geological 
Survey mention these ores, but do not take them into consideration 
when they compile the totals of reserves nor in the estimate of the 
length of time the reserves will last the steel industry. They have 
made estimates of the number of years which they think the available 
domestic supply will last the steel industry, but these estimates are, 
to my mind, obviously beUttled. 

Besides the high-grade manganese ore, the supply of which is a 
great deal larger thaji the Geological Survey says it is, we have 
immense tonnages of ' ferruginous manganese ores. These are ores 
containing 10 to 35 per cent manganese, and the balance of their 
metaUic content is iron ore. Iron ore and manganese are used in the 
steel business, and those ores can be used, and have been used, suc- 
cessfully, and there is no reason why they should not be used if it were 
not for the fact that the people who are opposing the tariff on manga- 
nese have their own selfish interests at neart, and their interests 
naturally mean more to them than our interests do. 

It was brought out in yesterday's testimony that they own a large 
mine in Brazil. They own the largest available sources of manganese 
ore at the present time. 

I am skipping over a great many points that I would Uke to cover, 
but I have not the time. 

Senator Simmons. Do you know who the gentlemen were who testi- 
fied so strongly on yesterday ? 
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Mr. Potts. Yes. 

^nator Simmons. Did they represent, as a rule, companies that 
own foreign manganese ore ? 

Mr. Potts. I could not say that any of the men who testified yester- 
day represent companies that own foreign manganese mines. The 
men wno testified were largely representative of the so-called ^'inde- 
pendent'' steel companies. The mdependent steel companies, how- 
ever, are very closely; associated with the Steel Corporation. 

I heard the Mahoning mine mentioned yesterday oy one of the wit- 
nesses, and it called to my mind the fact that practically all the big 
ore mines in the Minnesota iron-ore districts are owned jointly by the 
Steel Corporation and the independent companies. If the Steel Cor- 
poration does not want a tariff on manganese, it is almost a certainty 
that the independents will not want a tariff either. 

Senator La Follette. The United States Steel Corporation has 
the largest single deposit now available^ has it not ? 

Mr. Potts, i es, sir. There may be other large deposits in Russia 
and India, but they are not now available. 

It has been stated by those who oppose the tariff on manganese 
ore that the reserves are small, and that they will not last more than 
two or three years imder normal requirements. It has been proved 
by investigations of various reserves — and by various reserves I 
mean high-grade manganese ore, ferruginous manganese ores and 
the m&nganiferous ores, and other erades of ore as they occin* in 
mixtures of siUca and in mixture with clay, that can be easily sepa- 
rated by washing processes — that our probable ore reserves will 
extend the period which the reserves will last the steel industry a 
great many years. 

It has been proved, I think, by reports that have been issued, and 
I think I can submit a brief which will substantiate those facts. 

Senator Simmons. With your knowledge, what do you think are 
the actual deposits of workable — commercially workable — ^manganese 
ore in tliis country ? 

Mr. Potts. I tnink we have — ^I can not state this as an engineer- 
ing fact, for obvious reasons, which I will explain — ^reserves amounting 
to 10,000,000 tons of high-grade manganese ore. We have approxi- 
mately 20,000,000 tons of ferruginous manganese ore, containing 
from 10 to 35 per cent manganese; and we have approximately 
36,000,000 tons of manganiferous iron ores. If those ores are all 
utilized in the steel busmess, as I think they can be, and as those 
ores have been used successfully in the past, our manganese reserves 
in this country will last as long as the iron ore reserves will last. 

Senator La Follette. When you say 10,000,000 tons, what 
grade do you mean ? 

Mr. Potts. Approximately 42.5 per cent. 

Senator La Follette. That is high grade ? 

Mr. Potts. That is considered hi^ grade. 

There is another point J want to cover, and that is the statement 
that has been frequently made of late, to the effect that our domestic 
high-grade manganese ores are so much inferior to foreign manganese 
ores. 

Since 1918 most of the foreign ores have been coming in from 
Brazil. Eighty per cent of the ores from Brazil comes from the 
Morro da Mina mine owned by the Steel Corporation; and accord- 
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ing to the reports of the Geological Survey the Morro da Mina mine 
was so intensively worked in 1918 that the former grades, wljich 
were from 48 to 50 per cent, have fallen down to a point where now 
anything over 40 per cent is acceptable. 

Senator Smoot. Do you know the price of 1 pound of metallic 
manganese on the market? 

Mr. Potts. The last quotation I recall is 22 cents a imit. 

Senator Smoot. That would be 22 cents for 20 pounds ? 

Mr. Potts. To be exact, 22 cents for 22.4 pounds; that is, 1 per 
cent of a long ton containing 2,240 pounds. 

In reply to the question you asked in the earUer part of my testi- 
mony with reference to what I consider a reasonable duty on man- 
ganese ore, I desire to say that the schedule in the Fordney bill as 
approved by the House meets with my approval as being the correct 
duty to be imposed. This duty of 1 per cent per pound on the 
metallic content of manganese ore will enable tne better class of 
properties to operate with only a reasonable amoimt of profit. Any 
reduction in this rate of duty would lessen the tonnage of ore that 
could be produced, since it would eliminate all but a very few of the 
405 mines that were producing ore in 1918. If this duty of 1 per cent 
per poimd on the metallic content is retained in the bill, the domestic 
mines will be able to supply from 50 to 75 per cent of the annual 
recjuirements during the first few years and eventually the domestic 
mines would be able to supply the entire yearly requirements. I 
believe it is a mistake, however, to put all ore containing less than 30 
per cent manganese on the free list. All ore containing 15 i>er cent 
or more of manganese should be included in this schedule. Unless 
the manganese-bearing ores containing manganese down to 16 per 
cent are dutiable, it would enable the importers, by manipulation 
and mixing, to bring in vast quantities of foreign manganese, and 
thus evade the law. It is also important that the manganese alloys 
be protected, otherwise foreign manganese alloys would flood our 
markets; our independent ferromanganese furnace men could not 
be able to operate, neither would our mines be able to sell their ore. 

Senator Smoot. That is all I wanted to know. 

Senator La Follette. Have you any s{>ecial or particular state- 
ment that you can make briefly ? 

Mr. Potts. I would like to make a statement with reference to the 
development of our manganese industry as a source of protection in 
case of military emergency, but if you would rather, I can put that 
in my brief. 1 have a great deal to say on that subject, and it is very 
important. 

The Chairman. That argument is brought up with everything that 
comes along. 

Mr. Potts. It is particularly important in the case of manganese. 
I know of no industry in which the domestic reserves are as important 
as in the case of manganese. 

Senator Simmons. I think from what the witness says that what- 
ever brief he files will be likely to receive the careful consideration of 
the committee. 

Mr. Potts. I have a brief, but after hearing some of the witnesses 
on yesterday I want to make some changes. 

The Chairman. Very well. 
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• BBIBF OF OHA8. W. POTTS. DXXmWOOD, MOnr.. A PBODUOXB OF MAVOAHXSS ORS 

nr mraxBOTA avd XinfAifBAB. 

Manganese is a metal used in steel manufacturing, and is, next to iron and carbon, 
the most essential element. There* are no known substitutes. It is primarily used 
as a refining reagent. About 15 pounds per long ton of steel is required. 

Previous to the World War period America was the only great steel-producing 
country that did not produce its own ferromanganese alloys. Ninety-nine per cent 
of the ore used in this country came from foreign lands, was produced by cheap labor 
and transported at less cost per ton than domestic ore could be produced. 

Deposits of manganese were known to exist in various States, but production was 
negligible until war conditions cut off foreign supplies. Americans were then urged 
by governmental departments to develop AmencaQ deposits. Appeals were made 
upon patriotic grounds. Stimulation was sought through price control and threats 
(in impending legislation) to confiscate the properties of the operators if the maximum 
production was not speedily attained. Phenomenal results were obtained. Pro- 
ducers of manganese ores made sacrifices unexcelled in any other industry. Foreign 
ores and foreign alloys are now supplying our domestic requirements. Our mines are 
closed. 

There are two classes of people primarily interested in this manganese schedule: (1) 
The producers of the ore, who desu^ the tariff; (2) the steel manufacturers, the owners 
of foreign mines, and the brokers of foreign ore and alloys, who are against it. 

The public, pledged tc^rotective tariff jprinciples in tne last election, is listening 
to the pleadings of the two sides. The producers nave shown their potential resources 
and plead for the application of that principle " Live and let live " for the manganese 
industry. Many of those opposing the schedule represent industries once smaU but, 
under fostering protection of a tuiff , the pride of the Nation. 

Those interests opposing a duty on manganese advance many arguments. These 
arguments are larcely based on an assumption that there are no adequate reserves of 
this ore in the United States. Part I of this paper is a discussion of the Tariff 
Commission's report on the subject "Mai^^anese,^' which substantiates the charge 
a^Gunst this erroneous assumption. Part 11 contains a general affirmative statement 
with reference to our domestic reserves, a discussion of manganese and military emer- 
gency, and other phases of the question, including a summary of reasons why manga- 
nese shouJd be protected. 

Part I. — Tariff Information. 

Answering the question, Does the report of the Tariff Commission in Tariff Infor- 
mation No. 21, 1920, state fully and correctly the focts relating to the grades, reserves, 
and economic importance of the domestic sources of manganese ore? 

GENERAL STATEMENT. 

The purpose of any report is to achieve a result of conservative accuracy. In the 
chapter '' Manganese, '^ series No. 21 of the report of the United States Tariif Commis- 
sion for 1921, an obvious injustice has been done. The undersigned respectfully 
submits the proposition: 

That there are so manv inaccuracies in the statements, and the method of presenting 
data is so irr^^ular in the above-named report, that it is unsafe for anyone seeking 
information relative to the manganese industry to accept the statements and reports 
therein contained as final and conclusive. 

These inaccuracies and irregularities, if unchallenged or uncorrected, would un- 
doubtedly lead to tlie erroneous assumption that there are not enough manganese-ore 
reserves in the United States to warrant a protective tariff. 

It is the purpose of this brief to prove there are material and vital errors in the 
statements and conclusions in Uie cnapter ''Manganese" in the Tariff Commission's 
Report No. 21 which should disqualify it as an authoritative source of information, 
in support of which attention is called to tiie following disclosures: 

1. A portion of the data on which that report is based, and to which references are 
made, is from reports published before 1918 and is now obsolete in many respects. 

2. A portion of the data on reserves on which that report is based is from publica- 
tions dated in 1918 or later, but the information contained in some of those repents is 
^mpUed from investigations made several years previous and before the extensive 
development of manganese mining in 1918. (P. 4.} 

3. A portion of the data from which the information is drawn was obtained by super- 
ficial investigations hurriedlv made during the war period, and does not reflect that 
de^ee of accuracy required by operating mining companies. (Pp. 6 to 8.) 
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4. Some of the references in the bibliography bear the dates of 1918 or later, but 
these publications are irrelevant to the subject of ore reserves or the utilization of 
domestic ores for steel making. (P. 8.) 

Important developments in the discovery of manganese ore and important adapta- 
tions and uses of domestic manganese ore were made in 1918 and later that have not 
been taken into account in the Tariff Comnussion's report; and without these contri- 
butions to the industry included, any statement or conclusions from such statements 
are inadeouate and unfair to this inrant industry. 

5. The body of the report on the manganese situation is not fair to that indi]str>' 
for the reason that it is not accurate in the (quotation of the authorities it cites or the 
method employed in presenting data. The inaccuracies are interwoven with reliable 
data in such a manner that close scrutiny is required by anyone not intimate with the 
subject to differentiate between sound and unsound conclusions, the effect of which 
is primordially inimical to the manganese industry of the United States. (Pp. 8 to 17.) 

OBSOLBTB REPORTS. 

A portion of the data on which the Tariff Commission 's report is based and to which 
references are made is from reports published before 1918 and is now obsolete in 
material respects. 

There are four references in the bibliography on pages 148 and 149 to publications 
dealing with domestic manganese-ore reserves which are identified as to point of 
time by the dates indicated. These publications are now five years old. They 
are as follows: 

McCarty, E. P., Manganiferous iron ores of the Cuyuna Range, Eng. & Min. Journal, 
vol. 100, 1915. 

Thomas, Kirby, Southern manganese mining not satisfactory, Mining & Eng.World, 
p. 853, 1915. 

Hewett, D. F., Some manganese mines in Virginia and Maryland, U. S. Geo. Sun'ey 
BuU., 640, 1916. 

Eng. & Min. Journal, vol. 100, p. 543, 1915. 

On the Cuyuna Range in 1915 tnere were only seven mines producing or preparing 
to produce manganiferous ore; in 1918 there were 23 mines producing or preparing 
to produce manganiferous ore and many other developments contemplated. In 1915 
there was mined and shipped of manganiferous ore 42,973 tons; in 1918, 860,696 tons. 

There were substantial discoveries of manganiferous ores in new fields and in- 
creased tonnages discovered in known deposits through diamond drilling:* Much 
favorable information was also learned in regard to increased tonnage and improved 
grades through the development of the opened mines, and considerable informa- 
tion was gained relative to methods of beneficiating the ores by washing. 

There is in addition to the 13,638,000 tons of manganiferous ore reported to the 
tax commission of Minnesota, on which taxes are paid, a large number of tracts of 
land on which manganiferous ore of merchantable grade has been discovered, but 
on account of insufficient market for these ores exploration has not been extended 
so as to determine the tonnage. 

Southern manganese mining might not have been satisfactory in 1915 when 11,701 tons 
were mined, but there was much improvement in 1918 when 63,651 tons were mined. 
(All grades included in both years quoted.) In 1918 the State of Arkansas alone 
produced of all grades 16,904 tons from hand mining and hand washing, while II 
washing plants were being erected. Much was learned during this time in regard 
to grades and tonnages and methods of beneficiating the ores. Any report of 1915 
for this district is now obsolete. 

The comparison of the conditions that existed in 1915 and 1918 above discussed 
is still further illustrated in the mining development in Montana where in 1915 no 
ore was produced, whereas in 1918, 199,932 tons were produced. It is absurd to 
take the obsolete reports of the manganese industry of 1915 as a criterion of the industry 
in 1921. 

OBSOLETE DATA QUOTED IN REGENT REPORTS. 

A portion of the data on manganese-ore reserves on which that report is based is 
from publications dated in 1918 or later, but much of the information contained in 
some of those reports is compiled from investigations made years previous and hetore 
the extensive development of manganese mining in 1918. 

There are two reports cited in the bibliography dealing with domestic manganese 
reserves that bear the date of 1918 or later, viz: 

Mineral Resources, U. S. Geological Survey Annual (1919?). 

The Mineral Industry, G. A. Roush Annual (1919?). 
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The data used in Mineral Resources, 1919, are to a considerable extent taken from 
investigations previous to 1918, as the following list of authorities cited on pages 94 
and 95 in Mineral Resources 1919, Part I, discloses: 

(1) Arkansas, western, June, 1916. 

(2) Alabama, certain districts, 1917. 

(3) Colorado, Leadville district, August, 1917. 

(4) Colorado, other districts, July, 1917. 

(5) Minnesota, Cuyuna Range, 1917. 

(6) Montana, Butte district. August, 1917. 

(7) Virginia, east side of valley, September, 1917. 

(8) Oklahoma, 1917. 

(9) Montana, other districts, August, 1917. 

The data on ore reserves cited in Mineral Industry by G. A. Roush are largely a re- 
capitulation of the same data used in Miiieral Resources. It is a noteworthy fact, 
however, that the author of the man^^anese chapter of Mineral Industry in several 
instances takes exceptions to the estmiates of the geologists of the United States 
Geological Survey in such expressions as "too conservative;" "could be doubled and 
still conservative." 

The great activity of manganese development was in the latter part of 1918. The 
Government's active stimulation of the industry did not take effect generally until 
May. The spectacular development largely followed in the succeeding five months. 
In many instances the status of ore deposits and development in 1917 was obsolete in 
October, 1918. 

StTPBRPICIAL INVBSTIGATIONa HURRIEDLY MADB DURING THE WAR PERIOD. 

A portbn of the data from which the information is drawn was obtained by super- 
ficial investigations hurriedly made during the war period and does not reflect that 
degree of accuracy required by operating mining companies. This statement might 
appear severe were not its curse somewhat abated thrcuj^h admissions by those per- 
sons who prepared the reports complained of, which are in part as follows : 

£. C. Harder and D. F. Hewett, outstanding figures as geologists of the United 
States Geological Survey, have issued numerous able reports for that department on 
the manganese situation. Prominent among the reports on this subject is a paper 
pesented at the September. 1919, meeting of the American Institute of Mining and 
Metalluigical Ei^uieera and published in the transactions of that institute by per- 
miaaion of the Durector of 'the United States Geological Survey. 

In this report the Government geologists, on ijage 41, recite the difficulties encoun- 
tered in collecting reliable data in the time available and admit that the accuracy ip 
not as is required by operating mining comptmies. 

The following is a very fair admission of the inadequacy of the estimates on reserves, 
and since it refers to investigations of this Geological Survey by the investigators 
themselves, it is important that it be quoted verbatim: 

''Among the purposes of the field investigations of manganese deposits by the 
United States Geological Survey during the past three years, the attempt to estimate 
reserves has been fundamental. This part of the work was approached with a certain 
apprehension, for it was recognized that for most districts neither the extent of ex- 
ploration nor time available for ttie work would permit the order of accuracy that 
most mining companies require as guides in operating. ♦ * * 

"Early in the investigations it was recognized that important geologic features of 
several types of deposits were obscure and that the estimates of quantity and grades 
midlt only indicate the order of magnitude. ♦ * ♦ 

Since a number of geologists have aided in the work and many types of deposits 
have been examined, complete uniformity of method and the same degree of accuracy 
in the estimates have not been attainable throughout. ♦ * * in only a few 
deposits ♦ ♦ ♦ have data necessary to calculate 'ore developed ' ♦ ♦ * been 
obtainable. 

"In several States ♦ ♦ * the estimates represent little more than the order of 
majmitude of minimum recoverable quantities. 

Those who are so ardently opposing a tariff on maneanese would make us believe 
that there was a unanimity of approval on the part of disinterested mining engineers 
and geologists in the estimates of domestic manganese deposits. This is not the case. 
For example, Marshall Haney, the author of the chapter Manganese in the 1919 
annual of Mineral Industry, edited by G. A. Roush, of Lehigh University, says in a 
diBcussion of the maneanese-ore reserves (p. 499) of Georgia, by the United States 
Geoloocal Survey, "all estimates being very conservative." Again in a discussion 
of the Tennessee estimates (p. 456), he says: "This estimate was made by the United 
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States Geological Survey and is very conservative, in the opinion of the writer too 
conservative for the 120 promising deposits examined." 

At another place (p. 452), in discussing the estimates of mansaneee in the mountain 
re^on of Virginia, he says: ' ' The estimates could be doubled and still be conservative. " 

It is an outstanding foct that the Mineral Industry is a highly accredited publica- 
tion and is accepted as entirely trustworthy by the mining profession. It is mwgiilar 
that the Tariff Commission's report should cite this authori^ as a reference, yet not take 
into account the context of the report. 

In further -support of the allegation that some of the data on ore reserves collected in 
1918 were not accurate, reference is made to testimony before the Ways and Means 
Committee on February 14, 1921, which is in part as follows: 

"Mr. Potts. In our operations in Arkansas within the past year we have produced 
more manganese ore in the Batesville-Cushman distilct man any other mining com- 
pany in that district. On one particular tract of land comprising about 600 acres I 
oelieve we have more high-grade ore than is credited to the whole oistrict. * ♦ ♦ 

''The Government report embodies an estimate of low-grade ore on a particular 
roperty which we are operating. This estimate is 2,000 tons. In a little over 60 
lavs we took out 2,600 tons. * * * 

'^Mr. Garner. And the estimate they made was 2,000 tons? 

"Mr. Potts. Two thousand tons. And, gentlemen, we have just barely com- 
menced. I believe there are a quarter of a million tons of low-grade ore on that par- 
ticular property. * ♦ * 

"I should thmk that our actual operation should take precedence over the theoretical 
view and opinion of what the tonnage would be. Our own operations prove we have 
taken out more ore in 60 days than we Government engineers estimated on the whole 
property, and we barely got started." 

Many other examples oi a similar nature could be submitted, some showing even a 
ludicrous disparity between the tonnage estimated, by following certain restricted rules 
of calculations, and the tonnage developed by practical mining methods. 

The deposits of domestic manganese ore at the time of these investigations by the 
United States Geological Survey did not lend themselves to easy estimate. The 
geolo^^ in charge did not have the facilities or the time to make thorough investiga- 
tions in those hectic war-period days, and, as has been admitted, there was not l3ie 
degree of accuracy attained that ia required by mining companies. 

Lest it be said that too much emphasis is being placed on the fact that repcnrts of 
reserves are based in some instances on only a year or even a few months previous to 
the date of signing of the armistice, let us refer to the fact that in 1910 manganese had 
been reported in only 96 localities of the United States, whereas, by the end of 1918 
manganese had been reported from 427 localities in the United States, and production 
had increased as follows: 



Domestic production of manganese-bearing ore. 
[From Manganese and Manganiferous Ores in 1918, Hewett,p.628.] 



Year. 



35 per 

cent 

{manganese 

ore. 



10 to 35 per 
cent ferru- 
ginous 
manganese 
ore. 



i Tbna. 

1910 2,258 

1911 j 2,457 

1912 ' 1 654 

1913 j 4 048 

1»14 2,635 

1915 9 613 

1916 31,474 

1917 129 405 

1918 305.869 



Tons. 

41,280 

37,584 

40,863 

51.612 

91,666 

180,953 

453,853 

730,759 

916,163 



5 to 10 per 
centman- 
^niferous 
iron ore. 



Tbn$. 

19,841 

6,853 

10,6M 

7,801 

6,509 

13,786 

88,447 

130,044 

252,615 



REPORTS IRRELEVANT TO SUBJECT, MANGANESE RESERVES. , 

Some of the references in the bibliography bear the dates of 1918 or later, but these 
publications are irrelevant to the subject of ore reserves or the utilization of domestic 
ores for steel making. 

A number of the references in the bibliography on page 149 are to publications of 
the Bureau of Mines and bear the dates 1918 and later. None of these publications, 
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however, deal with ore reaerves, and there is but little of their contents incorporated 
into the reports of the Tariff Commission. These reports contain interesting and valu- 
able information, but in no instance do thev give unfavorable data on the ore reserves, 
and in this respect they are irrelevant to the subject under discussion. 

The reports dealing with the cost of producing ferro-grade mangnneee ore are now 
obsolete, for conditions regarding labor have been changed. The ouUetin describing 
the electric smelting of manganese ores is a valuable contribution to the subject, and 
this exposition on the subject offers valuable suggestions for the reduction of our 
domestic ores at points of production. 

The object of this discussion is to point out the fact that while some of the references 
to the manganese industry are to publications that are not obsolete, they do not 
deal with the subject of domestic reserved in any way opposed to the contentions of 
the proponents of a tariff on manganese. 

MINIMUM AND MAXIMUM ESTIMATES GONVU8ED. 

In the statements of the j^eologists of the United States Geolo^cal Survey, 1918. 
in the discussion of the eeUmates of reserve tonnages of domestic high-grade man- 
ganese ore, the authors, D. F. Hewett and E. C. Harder, say: 

"The estimates represent little more than the order of magnitude of minimum 
recovOTable quantities." 

The Tariff Commission's report, Series No. 21, on page 141, under the caption 
"Reserves," states: **The amount of high-grade ore * * * in sight has been 
estimated at only 699,750 tons with 1,130,000 tons more in prospect." 

There is a wide diff^^nce between describing the estimatea tonnage as the least, 
(minimum) that can be expected or the maximum (all, or only) to be expected. 
This quotation of the authority cited is inaccurate and without close scrutiny leads, 
to the unsound conclusion that the only ore that can be expected is the minimumc 
tonnage quoted. 

ADMISSIONS OF LABGB DOMESTIC RESERVES OBSCURED. 

On page 141, the opening sentence under the paragraph "Reserves " says: "Do- 
mestic reserves of manganese ore, exclusive of those of Butte, are sufficient for only 
a few years." 

Farther down the page the report does admit that "there are large reserves in the 
Butte district, but to date there are no reliable figures as to the exact tonnage avail- 
able. These deposits together with the PhillipsDuig ores are the only ones in the 
United States which could serve as the basis for a permanent industry." 

Then there is more ore than "only" the estimate quoted. The tonnages of these 
other ores, not included in the estimates, are admittedly of such larger quantities 
that they "are the only ones in the United States which could serve as a basis for a 
permanent industry. ' ' 

Some favorable data are given on the Montana deposits but they are so interwoven 
with antithetical statements that the closest scrutmy is required to avoid the un- 
eound conclusion that the United States has only a small tonnage of manganese ore. 

COMPARISON OF VOBBION AND DOMBSTIO 0BB8. 

Much comment has been made on the inferiority of the domestic high-grade ore as 
compared with the foreign high-grade ore in the Tariff Commission's report; yet tiieee 
conclusions seem to be drawn with a total disregard to other statements rdative to 
Brazilian ores, which comprise approximately 80 per cent of the total imported tonnage. 
Attention is called to page 133 of the Tariff Commission's report, to wit: 

"The manganese resources of Brazil are said to be rapidly diminishing. « » * 
During the war the great Monro da Mina mine, Minas Geraes, was intensiveiy worked, 
and the grade of ore has fallen off (from the old standard of 48 to 50 per cent) until 
now anything over 40 per cent is acceptable." 

Manganese and Manganiferous Ores in 1919, by H. A. C. Jenison, of the United 
States Geological Survey, page 96, under the chapter caption "Classification of re- 
serves," discussing domestic high-grade manganese reserves, says: 

J^The classification in the preceding table ^ indicates as far as possible the use to 
wmch the ore may be put (referring to domestic ore containing 35 per cent or more 

1 T»ble6 of Domestic Manganese Keserves, ibid, pp. 94-96. 
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of manganese). The average manganese content of this first class of ore is about 40 
per cent." 

There is not much difference between the Brazilian ores that have faMen below the 
old standards until anything over 40 per cent is acceptable and our domestic high-grade 
ores ** about 40 p6r cent/' yet such facts are withheld in part or presented in such a 
manner that the closest scrutiny must be employed lest a perverted conclusion uill 
be drawn. 

It is a noteworthy fact that considerable prejudice has existed in the minds of some 
users of man^ianese against the utilization of domestic ores, on account of fulure under 
prewar conditions of producers to fill orders of grades or tonnages sold by miners who 
were * * f armera or greenhorns. ' '* This prejudice is disappearing and will eventually be 
obliterated, for many of the men who mvested part ol the $15,000,000 in developing 
the manganese-ore industry^ imder Grovemment stimulation in war times are not '* greeii- 
horns," and they are making tJie fight of their lives to reopen the mines and produce 
the ore waiting now for the return of the idle miner. That the attitude of antipathy 
to the domestic producer has existed and is abating ia disclosed in a statement of 
E. C. Harder and D. F. Hewett, of the Geological Survey, which is as follows: 

''If some consumers have been reluctant to use the available hig}i-grade, as well 
as low-grade, domestic ores, other consumers, advantageously situated, or with com 
'mendable enterprise, have proved conclusively that th^e problems of utilization of 
the domestic material are not as insuperable as was at first thou^t to be the case." ' 

AATIOS OF PRODUCTION QUOTED NOT MOST C0MPREHBN8IVE AVAILABLE. 

It is hardly fair to stop at the comparison of war-time domestic production of man- 
ganese ore with war-time requirements, and use this ratio in comparing the possible 
domestic production of the future. The following comparisons are illuminating: 

The average yearly production of domestic hi^-grade manganese ore was for the 
five years preceding the war period, 2,612 tons. In 1918 it was 306,689. This is an 
increase of 11, 700 per cent. According to the conservative statements of the leading^ 
producers, production could have been doubled the following year if the foreign 
ores had been kept out and had the demand continued. It is admitted that the pro- 
duction of domestic ore in 1918 was about 33i per cent of the domestic requirements. 
• In 1919 the total tonnage of domestic ore mined was 65,322 tons, the imporUtion 
333,344 tons. Oiu* 1918 production was 78 per cent of this amount. In 1920 the total 
tonnage of domestic ore mined was 94,000 tons, the importation 606,937 tons. Our 
1918 production would have been 43 per cent of thia amount. The production of 
domestic manganese ore in 1918 was more than the average combined importation 
and domestic production of ore previous to the war pmod. 

If the mines operating in 1918 and the mines then being developed had produced 
the amount they would be capable of producing, our domestic production would meet 
approximately more than half our present annual requirements. If the mining 
companies felt satisfied that their operations were secure from ruinous foreign com^ 
petition, practically all our domestic requirements could be met by domestic produc- 
tion within a few years. 

INFORMATION PROM RELIABLE SOURCES FAVORABLE TO GREATER TONNAGE OP RESERVES 
IS CLASSED AS "uNAUTHENTICATED" AND IS RELEGATED TO OBSCURE FOOTNOTES. 

The following appears as a footnote on the bottom of page 147: 

"It is stated by Anaconda Copper Mining ('o. (letter May 5, 1919, in auxiliary file) 
that Butte could with reasonable certainty be counted on for 162,500 tons per year, 
which, added to 119,000 from Phillipsbiu-g, would give a total of 281,500 tons, nearly 
equal to average total consumption manganese ores during the five years 1910 to 1914.^* 

While these estimates of production are mentioned they are not given credence 
in the summary of domestic reserves. 

The fact should not be overlooked that Montana is a new fi^d in manganese mining 
and its deposits hardly touched yet. The annual production from that State shows: 
1916, 6,418 tons; 1917, 61,109 tons; 1918. 199^932 tons. Since 1918 production has 
decreased, due to the large importation ot foreign ores. 

Another instance of valuable data being relegated to a footnote as unauthenticated» 
is illustrated in the following (bottom of p. 141): 



«The Mineral Industry, Raush. 1919. ^ „ «_ 

* Recent Studies of Domestic Manganese Deposits by E. C. Harder and D. F. Hewett, Transactions 
A.I. M. AM. E., p. 46. 
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'* It should be said that in Montana (which State in 1918 produced over 60 per cent 
of the- domestic total) the controlled mining practice of the large companies and the 
size ci the deposits make it possible to mix nigh-grade Fhillipsburg ore with lower- 
grade Butte ore and maintain a fair uniform grade of material. ' 

The subject of grades in the body of the report closed the discussion on this subject 
by expressing the opinion as a finality that domestic ores are unsatisfactory because 
they are irre^idar in grades. No su«;estion is made that they might be improved 
if the industry were permanently established. 

Tlie same improvements in grades and uniformity will be worked out in all produc- 
ing fields whenever the industry is established on a stable basis. 

FERRUGINOUS MANGANESE ORE, ''iCOST VALUABLE SOURCE OF MANGANESE ORB IN 
THE COUNTRY," IS IGNORED. 

Failure to recognize modem classifications of manganese-bearing ores, and failure 
to differentiate between ores canying a little less tmui 35 per cent manganese and 
those carrying only 5 per cent manganese, and failure to give averages, tends to mini- 
mize the importance of ferruginous manganese ore. No mention is made in the Tariff 
Commission's report of this grade of ores, yet they constitute a laige portion of the 
17,000,000 tons ot actual reserves of 5 per cent to 36 per cent manganese. 

The importance of these ores to the manganese industry is so great in their reserve- 
tonnage estimates that H. A. 0. Jenison, in Mineral Resources of the United States, 
part 1, page 96, says: 

"Three-fourUis of the reserves of low-grade ferruginous manganese ores appear to 
be in the Cuvuna Range, Minnesota. Although many problems have been encoun- 
ter in marketing these ores they must be considered the most valuable source of 
manganese ore in ttie country." 

These ferruginous manganese ores contain manganese from 10 to 35 per cent and iron 
from 35 to 39 per cent. All the metallic content of the ore goes into the processes of - 
steel maHnff In spite of their importance, the ferruginous manganese ores are con- 
fused with uie lower grades and their existence is ignored by the Tariff Commission's 
report. 

LACK OF PROPER EXPLANATION OF THE IRON CONTENT OF CERTAIN ORES RESULTS IN 
AN INJUSTICE TO THE MANGANESE RESERVES. 

The iron content of the mangamferous iron ores and the ferruginous manganese ores 
is of great economic importance, yet no mention is made of that fact in the Tariff 
Commission's report. 

Ninety-five per cent of the manganese ore used in this country is used in the steel 
business; that is, it is used with iron ore. Without mention of this fact, anyone who 
is not intimately acquainted with the subject might assume that the accredited 
17,000,000 tons of low-grade ore— down to 5 per cent manganese — ^is of nedifi^ble 
importance. One might — as some have already doife — assume that the Tarin Com- 
mission's report had been liberal to tiie interests of the manganese-ore producers by 
the inclusion of tiiese low-grade ores in the list of possible sources of supply, but to 
^1 to state the fact that the other constituent of these ores is iron rather than useless 
rock does an injustice to the subject of reserves and ^oes not achieve the conserva- 
tive accuracy that one expects in an unbiased report, such as the report of the Tariff 
Commission is assumed to oe. 

As a source of manganese to be used in certain practice in the manufacture of steel, 
an ore containing 5 per cent manganese and 50 per cent iron should not be classed as 
low-grade manganese ore, in the same sense tluit an ore in which the total metallic 
content is 5 per cent manganese, and no other metal, would be considered a low-grade 
manganese ore. 

pin the former instance, practically the entire metallic content of the ore is econom- 
ically recoverable, whereas in the second instance the manganese ore would not be 
economically recoverable. 

Any failure to differentiate this distinction as to so-called low-grade manganese 
ores amouDts to an inacciuacy of a most serious character. 

• 

GOVERNMENT CALCULATED ESTIMATES CONTRASTED WITH THE FACTS. 

The estimates of tonnage of domestic manganese-ore reserves in the report of the 
Tariff Conmussion, Series No. 21, are taken in most respects verbatim from the reports 
of the United States Geological Survey. 

According to these reports the figure 699,750 represents the total tonnage of domestic 
high-grade manganese-ore reserves actually proved in 1918. This tonnage is still 
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being considered by the Survey and the Tarifi Oommifledon as the only ftuliientic 
estimate. 

The reports of the Geological Survey give the estimates of the various districts 
that go into the lists to make up this total. 

Commercial estimates of ore bodies have repeatedly shown a much larger estimate 
than those of the Government. Apparently the Grovemment geologists have u>- 
proached the investigation of domestic reserves with peedmism. Reports of geolo- 
gists in the geological departments of universities have claimed greater reserves than 
mose in the Government reports. It is almost startling to know tnat liie Government 
reports by their own data prove that their estimates of manganese reserves are inac- 
curate. One of the most glaring examples has to do with the estimates of reserve ton- 
nages of high-grade manganese ore in the Butte district of Montana. 

For the purpose of making clear the contrast of calculated high-grade manganese ore 
in the Butte (Mont.) district by the Greological Survey with its own informal admission 
of greats tonnage, supported by the statements of the owners and the incontrovertible 
evidence shown by production reports, the data have been set down in columnar 
arrangement: 



OOVBRNMBNT B8TIMATBS OF HIOH-ORA.DE 
MANGANESE ORB IN THB BUTTE DIS- 
TRICT OF MONTANA. 

August, 1917: ^ Estimate of hig^-grade 
manganese ore proved in the Butte dis- 
trict, 2,800 tons. Estimate of additional 
reserves in prospect, none. 



1918: The same estimates published as 
contained in the report of 1917. 



1919: The same estimates published as 
contained in the report of 1917. 



WHAT THE DISTRICT HAS DONE; WHAT 
THE OWNERS CLAIMED; WHAT THEY 
CLAIM NOW. 

In 1917,* accordinc; to a Government 
report, the size of the bodies of manganese 
ore in the Butte district are described 
thus: ''Thoug}i no good basis exists for 
computing exact tonnages * * * the 
descriptions ^ven by those who have had 
an opportumty to observe them leave no 
room for doubt that the aggregate amount 
of such bodies is very large. Such terms 
as 'abundant,' 'large quantity,' great 
'quantities,' and one of the chief con- 
stituentfi of the ganc^ie are commonly 
used by the authors of reports cited when 
mentioning this material. From * * * 
a consideration of the great total volume 
* * *, as described, t^e amount, ♦ * * 
seems practically unlimited." 

In a letter July 16, 1919,» former Sen- 
ator William A. Clark, of Montana, said, 
after describing the extent of the man- 
ganese ore averaging about 48 per cent in 
the Travona and the ancient lodes in the 
Butte district: ** It would be very diffi- 
cult to estimate the enormous (|uantitie8 
of ore these three mines contain. They 
would run into millions of tons. Ther^ 
are other large bodies of manganese ores 
in the Butte mining district, but on these 
I could not give you any definite infor- 
mation." 

Albert J. Seligman, of the Butte Copper 
& Zinc Co., says: « *' In 1917 we shii>lMBd a 
few tons; in 1918 we produced and shipped 
about 71,000 tons; and in 1920 we pro- 
duced and shipped about 63,000 tons 
manganese ore * * *. Wehavelaige 
bodies of manganese already devel- 
oped * ♦ ♦. At the time of the 
armistice we were shipping about 450 
tons a day. * * * We purdiased a 



* Manntnese at Butte. IContaiu, U. 8. Qeoloelcfti Survey Bull. 600. 
ft Hearings on Oenerai Tariff Revision 1921, Part V, pp. 3784, 3795. 

• Hearings on general tariff revision, 1921, Part V, pp. 3783, 3794. 
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mine called the Ophir adjoining us, and 
with this we can easily wndnfftiTi a pro- 
duction of a thousand tons per day. * * * 
The Phillipsbuig properties, I undw- 
stand, were shipping a thousand tons a 
day just before the armistice was con- 
cluded * * *. We are satisfied that 
g'ven a fair duty we can produce a very 
rge proportion, if not all. the manganese 
that is required in the United States bxan 
the Butte and Fhillipsburg districts tor a 
lon^ time to come * - * * and in ad- 
dition we have enormous bodies of lower 
grades running below 35 per cent whidi 
can be concentrated and wnich have been 
concentrated. 
August, 1917:* Estimate of high-grade *'I^ ^^ stated ^ by Anaconda Copper 
manganese ore proved in the Butte dis- Mining Co. (letter May 6. 1919, in aux- 
trict, 2,800 tons. iliary file) that Butte could with reason- 

able certainty be counted on for 162,500 
tons per year, which, added to 119,000 
from rhillipsbuig, would give a total of 
281,500 tons, nearly equal to average 
total consumption manganese ores during 
the ^ye years 1910 to 1914.'* 
1920 and 1921: The same estimates From 191,8 to 1920. inclusive, the Butte 

f published as contained in the report of district has actually produced 166,650 
917. tons of hish-grade manganese ore, the 

yearly production being as follows: 

Tons. 

1918 V ....« 100,000 

1919 »3,650 

1920 >o 63 oQO 

Sixty times as much ore has been taken out of the Butte district as the Government 
geoli^ists conceded existed there, and, according to commercial estimatee, there arc* 
sevenil million tons of high-grade manganese ore still remaining. 

It should be borne in mind that tliere are 426 other districte in the United States 
that are capable of producing manganese ore. All of these districts have been in- 
vestigated and reported by me Geological Survey. There are reputable geologists 
who claim that there are otner districts in the United States containing larger reserves 
than, the Butte district and that they only require the stabilization of the manganese 
industry by a protective tariff to enable them to become producers of equal magni- 
tude. 

Which is to be given the greater credence, a Geological Survey's estimate of 2,800 
tons, or the statements of ue owners of the property who have already removed 
166,050 tons and claim a million or more tons in reserve? 

Part 11.— What Are Our Domestic Manganese Reserves? 

It has now been proved that the estimates of the Geological Survey as to the reserve 
tonnages of manganese ore in the United States are inaccurate ana that all of these 
inaccuracies tend to minimize the toimage and importance of domestic grades. It 
has also been proved that the estimate of the period of time which these reserves 
would last this country is based only upon an estimate of hi|h-grade ore which is 
belittled and that that estimate does not take into consideration lower grade man- 
^ese ores or the manganese ore associated with iron ore; nor does it take into con- 
sideration the metallurgical adaptability of all our ores in steel making. 

Any attempt to make an estimate of tiie period of time which our domestic reserves 
would last tne industry without taking into account all classes of reserves that are 
now available and all satisfactory metaUurgical practice is unfair. 




HMringi on general tariff revision, Ifi^, Part V, pp. 37^4, 3794. 
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' To make an accurate eetdmate of the period of time which our reserves would last 
the steel industry contemplates a more thorough investigation of our domestic re- 
serves than has yet been made, but research and collaboration are doing much at 
present to get a more correct estimate of these reserves. 

Assuming that the estimates of the high-grade reserves by the Geological Survey 
have been uniform, and assuming that the disparitjr in tnese estimates with the 
tonnages that have subsequently been proved to exist are indices of the genc^ral 
disparity between the estimated and actual tonnages throughout the country, and 
taking into account the vast tonnages of metallic manganese available in lower gntde 
ores fljid in ores that are mixed witn iron, it is safe to assume that the manganese-ore 
reserves of the United States will last the steel industry as long as the present known 
lu^-grade deposks of iron ore will last the steel industry. 

To personally and thoroufi^y investigate all of the properties in the United States 
is a colossal task for one induLvidual and would involve a large expenditure of money 
and a long period of time. There has been collected, however, within the last few 
months siifficient data to prove that the tonnages of reserve ore is \'astly in excess of 
Government estimates in practically every instance in which a check has been made. 
Hie following examples are quoted as indicating the basis for some of the assump- 
tions: 

(1) A mine in the Batesville district of Arkansas was credited with only 5,000 
tons of high-grade manganese ore. Since that estimate was made a considerable 
amount of exploration work has been done by careful test pitting, and the owners 
cUdm they have proved 45,000 tons of high-grade manganese ore containing approxi- 
mately 50 per cent metallic manganese. The owners also claim 175,000 tons of prob- 
able ore and 350,000 tons of possible ore as a result of their investigations. Tliie 
information is transmitted by sworn statement, accompanied by blue prints. 

(2) Another mine comprising 600 acres in the Batesville district of Arkansas was 
credited with 2,000 tons of ore of a certain crade, besides 10,000 tons of high-grade ore. 
Since that estimate was made, 2,600 tons of that certain grade of ore have been produced , 
and an additional tonnage has been disclosed in a continuous body of greater magni- 
tude than was heretofore anticipated. Test pitting on a small area that had been 
badly worked over proved an additional tonna^ of 13,000 tons. Calculations based 
upon the disclosures now made indicate a total tonnage on this particular property 
01 approximately 2,500,000 tons, of which approximately 125,000 tons is high-gnde 
manganese ore over 46 per cent metallic mai^;anese. 

The estimates of the Geological Survey of tiie deposits in the Batesville district 
of Arkansas on other properties show similar disparity as to actual tonnages. Several 
other examples could be given and many more illustrations obtained. The reports 
of the Geological Survey for the entire Batesville district estimates manganese reserves 
as follows: 100,000 tons of high-grade ore, with an additional reserve prospect of 160,000 
tons, and a tonnage of 160,000 tons of ores containing 5 to 35 per cent manganese. 

The sworn statement of a mining engineer, who is familiar with and who has operated 
in this district, claims that there is approximately 5,000,000 tons of ore containing 
35 per cent or more of manganese in t&is district. 

(3) The Geological Survey credits the Butte district of Montana with 2,800 tons 
of high-firade manganese ore. There are six prpperties that have produced this ore. 
A signea statement from the owners of one of these mines gives the tonnage of their 
property, as determined by the company's engineer, as follows: Developed ore. 
198,000 tons; probable ore, 800,000 tons; possible ore, 840,000 tons, making a total 
of 1,850,000 tons of proven ore and additional ore in prospect, grade 37 p^* cent to 
40 per cent. 

(4) There are numerous instances in which the engineers for the War Minerals 
Relief Commission have admitted greater tonnages on specific properties than the 
tonnages admitted by the geologists of the Geological Survey for the whole district. 

(5) In the case of the Cuyuna Range, in Minnesota, 25 properties are reported, in 
the Geological Survey's replort, to have contained 13,628,000 tons of manganiferons 
ore in 1917. The manganese content of these ores is not listed in the tables, except 
that it is more than 5 per cent and less than 35 per cent. According to the estimates 
of a prominent explorer and developer of this range, a man who has put down approxi- 
mately 700 drill holes in the district, there are approximately 36,000,000 tons of this 
2Tade of ore disclosed in this district, with an aaditional tonnage of ore in prospect 
oringing the amount to between fifty and sixty million tons, of which 25 per cent of 
the tonnage is ore carrying more than 12 per cent metallic manganese. 

The writer has personally encountered man^nese-bearing ores in drilling operations 
on 20 different 40-acre tracts, only two of which have been developed to point of pro- 
duction, but apparently there are just as good opportunities on any of the other 18 
for the development of mines. It is also known that there are many properties on 
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which manganese ore has been discovered, but, owing to the paucity of drilling, definite 
tonnages have not been disclosed, and that these properties, together with the 18 
above mentioned, are not taken into consideration u tne estimates included in the 
36,000,000 tons above referred to. 

The above illustrations comprehend onlv a small amount of data now collected 
tending to show the greater tonnages of domestic manganese reserves than those 
admitted in the reports of the Geoloc^cal Survey. 

Investigations are now being made of the various deposits of manganese ore, and 
calculations are being compiled from all of the reports of the Geological Survey, Bureau 
of Mines, reports from the geological departments ..of the various States, technical 
reports from geologists and mining engineers of high repute, supplemented by the 
commercial reports of operating mining companies, and other authentic data. From 
the data already accumulated the evidence points toward a reserve tonnage of domestic 
manganese ore as follows: ifoos^ 

High-grade manganese, 35 per cent and over 10, 000, 000 

F«TUgiiious t)cianganese, 10 to 35 per cent 20, 000, 000 

Manganiferous iron ore, 5 to 10 per cent manganese 45, 000, 000 

T!IE DEVELOPMENT OF OUR MANGANESE INDUSTRY IS DESIRABLE AS A PROTECTION 
IN CASE OF MILITART EMERGENCY. 

One important lesson has been learned in the part that the United States played in 
the conduct of the World War. * That lesson was learned at great risk to our national 
honor. That lesson involves the necessity in time of peace of building up of those 
industries which supply all the accouterments of war of which this coimtry has poten- 
tial reserves in raw materials or possiblities of industrial development. 

The attention of Congress has o&en called to a ^eat many products of mine, of farm, 
of chemicalplants, andof manufacturing industnes that previous to our entrance into 
the World War had not been produced on a scale commensurate with our require- 
ments, but which in times of national stress are of the greatest importance. 

Chief among those metals which had not been produced in suDstantial quantities 
previous to the war period and on which so much depends in the prosecution of the 
war was manganese. 

Early in 1917, before America entered into the war, the note of warning was sounded. 
We were told that manganese was an actual necessity in steel manufacture, that 
next to iron and carbon it is the most essential constituent of steel, that there is no 
known substitute, and that manganese must be had at any cost if we entered the war. 

The statement of Dr. C. K. Leith, chairman of the committee on imports and ex- 
ports of the Shipping Board, still rings in our ears. He eamertly said when describ- 
ing the plight of the steel industry in its need for manganese, in 1918: 

There will be the greatest difficult » » » in getting ships for that manganese. 
It is very doubtiul now whether under the most favorable conditions it can be done 
this summer ♦ * *. The shipping situation is so acute that it is beyond any other 
one in this coimtiy » * *. The Shippinjj Board, after going over all the figures, 
can not see ships in sight for the usual requirements of foreign manganese * * *, 
So far as manganese is concerned, it is not a case of simply following the normal devel- 
opments of steel practice, but doing anything that is physically possible, regardless 
of cost. " 

The Secretary of the Interior, the Bureau of Mines, the Geological Survey, the 
various war boards, and various quasi Government committees cooperated in the 
plan to reduce the consumption, as far as steel practice would permit, and increase 
the supply of this essential metal — manganese. It was noteworthy that manganese 
was an outstanding requirement for the prosecution of the war. 

Previous to the war days it was not supposed that America had reserves of manganese 
of any commercial impdrtance. Less than 1 per cent of the requirements of the 
steel trade had been met from domestic sources. 

Americans responded to the Government's call, sought out and produced more ore 
in the single year of 1918 than had previously been considered was in existence. Ameri- 
can citizens sought out, located, and commenced mining operations on a vast number 
of deposite of manganese which had formerly not been known. From less than 100 
known deposits previous to 1918, the latter part of that year saw 1,181 deposits. In 
the short period of a few months the production increased 11,700 per cent. The men 
who responded to the Government's call for manganesb responded in the same spirit 
of patriotism and with the same sense of dut}^ and obligation that men responded to 
the notification for registration for the selective draft; that loyal American citizens 
resppnded to the appeal of the Grovernment for its citizenry to purchase thrift stamps 
and Government bonds. 
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Those who sought out and produced or prepared to produce nuuijgaiiese relied upon 
the tentative promises of the Government for protection of their investments in the 
sune manner that they relied upon the Government's guarantiee when they purchased 
Liberty bonds. 

In no industry was there more remarkable accomplishment attained in the com- 
pliance with the Government's request than in the production of manganese ore. 
Vet, due to the short period of time that this industry thrived, it did not reach that 
stage of development where it would be able to compete with the pauper labor of 
foreign lands or the other disadvantages generally accompanying any other inhmt 
industry in normal competitive times. The industry can not survive without pro- 
tection, and if it does not survive, not only will there be a great economic loss amount- 
ing to about $15,000,000, but the mines will deteriorate, the shafts, the drifts, and the 
adits will cave in, the timbers will rot, the headframes and other structures will fall 
into decay, the mine buildings and the miners' homes will dilapidate into worthless 
and moldy shacks, habitations for bats, and the specter of what might have been a 
thriving industrial center, creating wealth and supporting a prospeipus and con- 
tented community. 

Those who responded to the Government's request in opening up the manganese 
.mines made no profits. Their investments were not amortized, and without a pro- 
tective tariff a great many of those who invested will be bankrupt. These men could 
not again respond to the Government's request for manganese should a militar>' 
emei]^ency again exist. Others who saw the failure of the Government to protect 
this industry would not yield to the importunities of the Government lest they also 
suffer the same fate. To rediscover and redevelop those mines, once they are com- 
pletely abandoned, is a monumental task. If American citizens would not again 
take this chance, it would devolve upon the Government to rediscover and redevelop 
the manganese mines. This would hkely prove as big a failure as the Government s 
attempt to develop the airplane. Millions would likely be expended and no results 
attained. The experience of the Government in developing an airplane industry is 
a reasonable criteria of what might be expected should the Government attempt to 
develop and mine manganese. 

It has been stated by those who are opposed to a tariff on manganese ore that our 
reserves are small; that they would not last more than two or three years under normal 
domestic requirements; that whatever ore does exist in this country should be con- 
served for nulitary emeigency . But this argument is based upon a false premise. It 
has been based upon the assumption that we have no reserves. The authorities for 
that statement are the reports or the Geological Survey and the reports of the Tariff 
Commission. 

It has been proved conclusively that the reports on which those conclusions are 
based are obsolete. It has been proved that the tonnage of hig^-grade ore is much 
^eater than the tonnage (699,750 tons) the Geological Survey admits. Up^to-date 
investigations prove that the reserves of high-grade manganese ore are approximately 
10,000,000 tons. Up-to-date investigations prove that the tonnage of ferruginoufl 
manp:anese ores are approximately 20,000,000 tons: that ores of this class contain 10 
to 35 per cent manganese and sufficient iron ore to make the ores of this class hig^y 
advantageous in steel making. Up-to-date investigations prove that the Ouyuna 
Kange oi Minnesota, which it is admitted constitute the greatest source of domestic 
manganese, 'has a vast tonnage of manganiferous iron ore; that all these ores are and 
have been satisfactorily used in steel monu^ture. 

Reports of the Geolc^cal Survey show that manganese is known to exist in 30 
Stat^ and that there are vast quantities of low-grade ore tiiat are capable of concen- 
tration or beneficiation. These ores are not contemplated in the above estimates. 
It is entirely reasonable to presume that if in the short period of time in which the 
manganese industry in this country thrived such immense tonnages should be dis- 
close of mangaiieso-bearing minerals, that if the inaustry is by a protective tariff 
fostered and encouraged there will be an ample supply and there is no danger of 
early depletion. All the deductions and conclusions based on the theory of no reeen^es 
is based upon a false premise ano is erroheous and unsound. 

In case the United States should be so unfortunate that it would s^in be involved 
in war and supplies of foreign manganese should be again cut off from importation 
from foreign countries the plight of our country might be more serious than existed 
in 1918, for the condition that existed in 1918 developed slowlv. 

If some unfriendly nation should, after secretly and subtly preparing for war. 
make a sudden attack by sea and cut off our supplies of manganese ore from foreign 
countries, our steel industry might be in much more serious situation than has ever 
existed before. 
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Of what value would oiu* vast reeources of manganeae ore be if locked in the inac- 
ceasible recesses of the earth, their location probably once known but then forgptten; 
without railroads or other means of transportation from those isolated places, without 
that definite knowledge of the ore bodies required by mining companies, without 
housing possibilities for their miners, without suitable equipment, and without 
organizations of men of experience to develop and mine those deposits? 

There is no example more appropriate than that of the manganese industry where 
should be applied that time-proved adage *'In time of peace prepare for war." 
There is no way in which our manganese reserves can be developed tnan to develop 
them. The advocacy of any other process is fotuous. 

There seems to be but one reasonable course to pursue and that is to develop our 
own resources. Unbiased men who are familiar witn the facts acknowledge this prin- 
ciple. Owen Street Payne, in an article entitled and advocating "Free Trade*' in 
the Annalist of August 1, 1921, says: 

"As long as there is war in die world it is recognized that each independent nation 
should have for its protection not only armies and navies but those industries which 
will build up and sustain the armies and navies and support the existence of the 
nation in case it should be cut off from outside supplies. Such essential industries 
should receive protection until they have reached a stager where they can sustain 
themselves: this, however, is not because of any inherent weakness in the principle 
of free trade but because of the backwardness of human civilization.'' 

Floyd W. Parsons, in an article entitled "Everybody's Business'' in the Saturday 
Evemng: Post of April 24, 1920^ says: 

"The x>06ition that all war mineral deposits should lie idle until a time of emeigency 
arises is wholly absurd. One expert, who is an engineer and metallurgist, com- 
ments on this thought as follows: 'If we leave these deposits of valuable minerals 
locked in the recesses of. our mountains, we are simply practicing the conservation 
of inertia. An entirely undeveloped natural resource in a time of national emer- 
.^ncy is as useless to a nation as an entirely depleted one.' " 

If the American people fully realized that their future safety was now being im 
periled by the greed of tJiose who have waxed strong in their accumulated billions 
auring the last war, they would rise in their might and demand that the manganese 
industry should receive such protection as is necessary to safeguard the future of this 
country. 

"Let us develop the resources of our land; call forth its powers; build up its institu- 
tions; promote all its great interests, and see whether or not we in our day and genera- 
tion may not perform something worthy to be remembered." (Daniel Webster.) 

ADAPTABILrrr OP UTILIZATION OF MANOANIFEROUa ORES AS A SUBSTITUTE FOR HIQH- 
QRADE MANOANB8B ORE IN OPEN-HEARTH STEEL PRACTICE. 

The practice of using high manganese pig iron in the manufacture of steel, instead 
of using so much ferroman^nese or spiegeleisen, has been the custom in continental 
Europe for many years; this practice has been followed by the Colorado Fuel & Iron 
Co. for a number of years and was followed by a large number of steel plants during the 
war period. That it was pronounced a success by many of the operators who have 
followed this practice is a well-known fact. 

In a paper by C. L. Kenney, jr., superintendent of No. 1 open hearth, South Works 
of the Illinois Steel Co., he discusses this practice. It is reported in the April (1919) 
Bulletin of the American Institute of Mining and Metallurgical Engineers. The paper 
is exceedingly tedinical, but the following quotations indicate his attitude with 
reference to 1^ utilization of the manganiferous ores in making high manjeanese pig 
iron to be used in the open-hearth steel practice in place of high-grade alloys made 
from manganese ores: 

'*The steel industry will be confronted, year by year, with an ever-increasing need 
of meeting more difficult physical specifications ♦ * ♦. Preeminent among the 
expedience stands the necessity for thorough deoxidation ♦ ♦ *. Can one logically 
assume that theee demands are met * * * bv the almost archaic method of hur- 
riedly adding a few himdred pounds * * ^ (of ferromanganese) in the ladle and 
inevitablypo'iring the steel*almo8t immediately? I am sure the answer is *No.' 
* * ♦ The alternative lies only in the use of these ores (manganiferous iron ores) 
by the blast furnace and the production therefrom of irons carrying high percentage of 
mai^anese. 

''From the viewpoint of an exact scientific investigation * * * the conclusions 
drawn are subsUntiated by results attained by many others who have worked on a 
large scale among identical lines * * *. There will be found not only a material 
economy in manganese in the high percentage alloy derived from foreign ores, but a 
reasonable recovery from the domestic ores and the certainty of a more perfect final 
product." 
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SUHMAKY OP REASONS WHY THBRB SHOULD BB A TARIFF ON MANGANESE. 

All of the arguments of a general nature favoring a protective tariff for any American 
industry apply to the manganese industry, viz: 

First. The general advantages of building up home industries. 

Second. The employment of American labor at good wages. 

Third. The maintenance of high standards of living for American labor. 

Fourth. Good dividends for American capital. 

Fifth. The establishment of American industrial independence. 

The development of our manganese industry is desiraole as a protection in case of 
military emergency. 

The payment of the obligation the Government owes the producers of manganese, 
as a result of its rec|uests, demands, and promises for the development of this industry 
in the war period is highly important. 

The protection of American capital expended in American enterprises is of more 
importance than American investment in foreign countries. 

Stabilizing ttiQ industry in such a manner that great fluctuations of cost of raw 
products do not react so as to establish higher price levels of the finished product will 
be attained by the placing of a tariff on manmiese. 

The sum of money which the proposed tariff on manganese will bring into the United 
States Treasury is estimated to be three million to four million dollars per year. 

The tariff on man^nese will reopen the manganese mines, frequently found in iso- 
lated places, in a^cultural communities, where such industries would be of great 
benefit in furnishing employment for labor and increasing markets for agricultural 
products. 

That the present proposed schedule will add such a small burden to the steel indus- 
try that it is not appreciable when it reaches the pocketbook of the consumer. 

That the duty of 1 cent per pound on the metallic content of manganese ore will 
place a burden of only 25 cents per ton on steel products, which amount is insiniifi- 
cant when compared to the duties placed on the^ same products for the benent of 
the steel manufacturer. 

That the duties paid on imported ores do not increase the difficulties of exporting 
products made from those ores, for the reason that such amounts are rebated when the 
manufactured products are exported. 

That the mining and preparation of ore for blast-furnace use is essentially a manu- 
facturing process, and has been so decided by the supreme courts of various States. 

That as a manufacturing industry there should be no discrimination in the protec- 
tion of labor engaged in the manganese industry as against the protection of labor in 
any other class of manufacturing. 

There is no reason why the manganese industry and other industries supplying 
raw material to the steel industry should all be sacrificed so that the steel industry 
could make still greater profits. The better policy to follow is one that acknowledges 
thejustice in that prinaple '''Live and let live." 

The position of tnose who advocate protective tariff principles as applied to their 
own indusfary and advocate free-trade arguments for those who are engaged in other 
industries is untenable. 

TTTFOSTEN ORE. 

[Paragraph 302.] 

STATEMENT OF NELSON FBANSUN, BABE METALS . OBE CO., 

DENVEB, COLO. 

Mr. Franklin. Mr. Chairman and gentlemen of the committee, all 
the members of the committee who are now present, except Senator 
Walsh of Massachusetts, are perfectly familiar with this subject of 
timgsten and will require very little infoiination, because I have 
appeared and others have appeared before the committee on two differ- 
ent occasions, and the printed records of those hearings are available. 

The Chairman. What is your occupation, Mr. Franklin ? 

Mr. Franklin. I am vice president of the Rare Metals Ore Co., a 
producer of tungsten ore in Cfolorado, and I am here representing not 
only ourselves, out I am authorized to represent practically all the 
producers in Colorado, California, Nevada, and Arizona. 
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The Chairman. Are you satisfied with the duty the House has put 
on tungsten? 

Mr. Franklin. I would like to have sometliing to say about that, 
Senator, and I ani not going to occupy much of your valuable time 
about it. I will be the only witness. I am the only one present of 
the group of producers that appeared before the committee at previous 
hearings. 

The Chairman. We will be very glad to hear you, Mr. Franklin. 

Mr. Franklin. What was known as H. R. 4437 passed the House 
in August, 1919. That provided for a duty of $10 per imit of tungstic 
trioxide, and compensatory duties on the manufactured products of 
tungsten. We had a hearing before the Senate Finance Committee 
in November, 1919, and one in January, 1920. Yom- committee 
amended the bill and provided for $9 per unit, with a corresponding^ 
reduction in compensatory rates on the manufactured products, and 
favorably reported the bill to the Senate in March, 1920. 

In the'Fordney bill now under consideration, in paragraph 302, the 
duty is considerably reduced from that in H. R. 4437, as amended 
by your committee. The Ways and Means Committee, in order to 
coniorm to the method adopted in levying duties on all other minerals, 
changed the method on tungsten from the unit basis to the pound 
basis and have provided a duty of 45 cents per pound of metallic 
content of tungsten in the ore. 

As tungsten ore is always sold commercially on the unit (20 pounds) 
basis and on the timgstic trioxide content, it is necessary to transpose 
that to the metallic content for comparison in rates, to make plam to 
you the testimony riven at previous hearings. The rate of 45 cents 
per pound of metallic tungsten equals $7.14 per unit of timgstic tri- 
oxide; as 20 pounds of tungstic trioxide equals 15.86 pounds of metal- 
lic tungston. 

The duties provided in paragraph 302 on the varioua intermediary 
manufactured products of tungsten are compensatory and based on 
the duty put on timgsten ore. The duties provided in paragraph 305 
on tungsten steel and articles containing tun^ten are compensatorv 
and based on the duties provided on the various intermediaiy prod- 
ucts of tungsten. 

A duty of $7.14 per unit of tungstic trioxide will not permit a 
maximum production from our present developed and equipped 
mines, as it will only permit the lower-cost mines to compete Vith 
Chinese ore, on the amoimt of duty provided, and then only for the 
reason that oiu* domestic ore of ferberite and scheelite are of higher 
purity, carrying less deleterious elements than the Chinese ore of 
wolframite, are preferred by the trade, and command a little higher 
price. 

A duty of $7.14 per unit will not stimulate research and new devel- 
opment, and will not encourage in some instances the equipment of 
E resent known ore bodies, which were discovered and proven to be 
ii^e ore bodies at about the time of the armistice. 

if the industry is to be maintained at all and to a limited produc- 
tion, the rate provided is the absolute minimum. To mine the maxi- 
mum production the rate provided in the Fordney bill must be raised 
to conform to H. R. 4437, as amended by your committee, and be 
placed at 57 cents per pound metallic tungsten, which equals $9 per 
unit of tungstic trioxide. 
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At the previous hearings a number of manufacturers appeared in 
opposition to the bill H. K. 4437, but they have long since withdrawn 
their opposition for si^ificant reasons, which 1 will now state: 

The manufacture^ m this country of ferrotungsten and tungsten 
powder have been able since the war to purcha^ imported ores on 
an equal basis with England, but have not been ame to compete 
with England, and as a result all the ferrotun^ten and tun^ten 
powder consumed for over a year past in the Umted States has t>een 
imported from England, and the 30 or more plants which during the 
war manufactured these products are shut down. 

The manufacturers in this country of highnspeed steel, although 
being in a position to import ferrotungsten and tungsten powder at 
prices mucn below the aomestic cost of production, are unable to 
compete against the Sheffield English manufacturers of high-speed 
steel and they are all shut down. 

Only one appearance has been made before this committee at this 
hearing in opposition to the tariflF on tungsten ore — ^Dr. Mathews, of 
the Crucible Steel Co., appeared on Thursday and asked that tun^ten 
ore be placed on the free list. At the same time he suggests higher 
rates of duties than those provided on some of their products, in 
which request I have no objection if the duty provided is not sufficient. 
He, in fact, objects to a duty on any product which he calls raw 
material and which duty woiud increase his cost of production and 
interfere with export business, which on manufactured products of 
tun^ten does not exist and statistics on exports prove it. 

Tomgsten ore, as it is mined from the ground, carries from one-half 
per cent of tungsten trioxide to higher percentages, none of which is 
usable or salable and requires concentration to tne extent sometimes 
that it requires 200 tons of mined ore to make 1 ton of concentrate 
of 60 per cent (the standard ffrade) tungstic trioxide content. This 
operation requires a lar^e and expensive plant of machinery, there- 
fore the product is our finished product. Ojq the contrary, when we 
buy a carload of raw steel from the Crucible Steel Co. it comes to us 
as their finished product, but it is entered on our warehouse books 
as raw steel and becomes a finished usable product for us when we 
make it into mine drills in our blacksmith and machine shops. 

Dr. Mathews also said that another reason for asking that tun^ten 
ore be placed on the free list was because it was an established 
induslrv. 

I will prove to you gentlemen of the committee that tungsten 
mining was not an established industry in this country until the war 
periocL I have a chart here furnished by the United States Geological 
Survey, giving the history of tungsten m the United States from the 
year 1900, when tungsten was &st discovered in Boulder County, 
Colo. It shows for each year from 1900 to 1920, inclusive, the follow- 
ing: United States production, world production. United States 
imports, United States exports, United States low price, and United 
States high price. I will furnish your committee this chart for its 
information. 

This chart will prove there was only an indifferent production of 
tungsten ore in this country prior to the war, and it was shown at 
previous hearings that the manufacture of the finished products of 
tungsten in this coimtry was of no volume prior to the war, abo that 
the small quantity of ore we produced was shipped to Grermany and 
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we imported from Germany the finished products made from our own 
ore. The chart shows that the highest consumption of tungsten in 
this country prior to the war was in 1913 ana amounted to 3,600 
tons, of which we produced 1,500 tons and imported 2,100 tons. 

During the war new uses for timgsten were developed for other 
than war purposes, and in 1917 we consumed 11,022 tons, of which 
we produced 6,144 tons and imported 4,878 tons. 

The consumption for 1918 can not be accurately arrived at, as at 
the close of the war there were large carry-over stocks. We, however, 
in 1918, for the 10^ months up to the signing of the armistice, pro- 
duced 5,029 tons and imported diu*ing the year 11,600 tons. 

Up to 1915 there was not enough tungsten consumed in the world 
to create a demand and to command a high price, and the domestic 
production was almost wholly from surface float ore from the erosion 
of veins, and it was only necessary to gather it from the siuface of 
the ground as is now done in China. Up to that time very httle 
mining had been done^ but the surface float became exhausted, the 
demand increased, pnces went up, extensive research began, and 
then and not imtil then did tungsten mining become an established 
industry in this country. 

At our last hearing in January, 1920, it was shown that not a 
pound of tungsten ore had been produced in 1919. That same con- 
dition continued through 1920, and not a poimd is being produced 
to-day in the United States. 

The control of the timgsten industry has passed froin Germany to 
England, and with England controlhng the port of Hongkong, the 
absolute control over the United States market for all the manufac- 
tured products of timgsten will remain with England imtil adequate 
Protection is afforded the domestic timgsten industry in all its 
ranches. 

The Chinaman is acknowledged to be a shrewd trader; he also is 
well informed on what our Congress is doing, and if an adequate duty 
on tungsten ore is not providea to permit the resumption of mining 
in this country our mines will not only deteriorate beyond redemp- 
tion, but the Chinaman will raise his price to the American consumer 
to a point just below our production cost, and no one but the China- 
man will be benefited. 

I do not know that I have anything further to say unless some 
members of the committee desire to question me about this new rate 
and what it will do. I think you have full information. We went 
through exhaustive hearings. 

The Chairman. I think the committee is reasonably f amiUar with 
the tungsten proposition. 

Mr. Fbankun. I think it is, Senator Penrose. 

The Chaibman. We are all for helpingAmerican industry. 

Mr. Franklin. I thank you. Senator renrose, for that expression, 
and think your final analysis will show that if an adequate duty on 
tungsten in all its branches is not provided, the tungsten industry 
will remain in control of England as it is at present. 

I want to submit a brief wiich will set forth the facts in connection 
with the tungsten industry up to date. 

The Chairman. The committee will receive the brief and print it 
as part of your remarks. 

81527— 22— son I 
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BRIEF OF NBLBOir FRANKLTW. DENVXR. COLO., REPRXftENTINO THE TUHOSTES 
PRODXrCERS OF COLORADO. CALIFORiriA. NETABA, ANB ARIZOHA. 

We desire to present the following in reference to the production of tungsten wee 
and the effect on the industry of the proposed legislation. 

In June, 1919, full hearings on tungsten ores were held by the Ways and Means 
Committee, and a bill (H. R. 4437) was passed August 21, 1919, by the House of 
Representatives, levying a duty of $10 per unit on tungsten ores. This bill was 
referred to the Committee on Finance in tne Senate August 22, 1919. Hearings were 
held by that committee in November, 1919, and January, 1920. On the 23d day of 
March, 1920, it was favorably reported to the Senate as follows (S. Rept. No. 487): 

**The Committee on Finance, to whom was referred the bill (H. R. 4437) to provide 
revenue for Uie Government and to promote the production of tungsten ores and 
manufactures thereof in the United States, having considered the same, report favor- 
ably Uiereon with the recommendation that the bill do pass with amendments. 

* * Tungsten is a vitally important war metal . It is equally important in our industrial 
peace program. Tungsten is the only known element which forms an alloy with steel, 
giving to mis steel the property of retaining its temper at extremely high temperatures. 
This property, together with its ^eat hardness, makes possible the manufacture of 
tools for drilling;, cutting, and finishing steel products. Those tools are operated at 
such high speed that one machinist and one lathe can do as much as five machinists 
and five latnes equipped with carbon-steel tools. Quantity production is dependent 
on high-speed tungsten steel. 

* * Sior to the war Germany controlled the tun^ten-refining industry and very little 
tungsten was refined in the United States. Dunng the war the tungsten indus^ was 
fully established and the United States became the leading nation in the manufacture 
of tungsten products. 

*'The mining of tungsten in the United States was greatly stimulated during the 
war, and the production in 1917 reached 6,144 tons of 60 per cent concentrate. The 
evidence showed that the normal requirements of this country were between 5,000 
and 7,500 tons of 60 per cent concentrate per year. The annual production from the 
equipped mines that can be operated under uie proposed duty was demonstrated to 
be from 4,000 to 4,500 tons per year. It is claimed uirough the stabilization of price 
and stimulus of the duty that this production can gradually be increased until our 
entire domestic requirements will be supplied. During that period of development 
a substantial revenue would be received from importations of ore. 

**The report of the "United States Tariff Commission states that *the United States 
has a sufficient supply for many years to come.* 

' * The destructive competition which American producers are helpless to meet comes 
from the ores of Asia. The costs of domestic production were proved from certified 
statements to average $13 per unit. The foreign costs were showed to be from $2 to 
$4 per unit, and foreign ores are being sold in New York at from $6 to $7.50 per unit. 
Large quantiti^, ag^egating about 50,000 units per month, are being imported, duty 
free, and none is bemg produced now in the United States. 

** The difference in costs is not due alone to the discrepancy in high wa^es paid our 
American miners (from $4.65 to $6.50 per day) and the pittance paid Asiatic coolies 
(from 20 cents to 50 cents per day), but the phvsical character of the deposits is differ- 
ent. Most foreign ores are recovered from rich surface deposits that require little or 
no equipment, while American ores are recovered from veins or lodes of hard rock. 
Expensive mine equipment is required and \b,t^ costly mills are necessary, as the 
ore has to be crushed and concentrated to put it mto a marketable product. 

*' It has been shown that the tungsten-mininfi; industry is in a critical condition. 
Unless prompt action is taken it will be destroyed. Every mine in the United States 
is closed down, and without the duty asked for can not reopen. The industry which 
proved of such vital importance during the war will fall m decay so it can not be 
rehabilitated and the country will be leit to the mercy of Asiatic production to supply 
a material as necessary in our industrial peace program as it is essential in war. 

** At the present time tungsten-bearing ores of all kinds are on the free list. With 
the placing of a duty on such ore it is necessary to place a compensatory duty on 
imports of retined tungsten products and alloy steels, and the rate named in the bill 
provides that compensation. 

**From the showing made it is perfectly evident that this industry should be pro- 
tected. Without a healthy tungsten industry the United States will be completely 
at the mercy of hostile nations, which could instantly cut off supplies. The produc- 
tion of war material would be paralyzed. 
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"Your committee believes a duty should be placed upon tungsten-bearing ores for 
two reasons: First, the protection it would afford to this country; and, second, the 
revenue that Would be derived from a duty upon such ores as may be imported. 

"We therefore recommend the passage of the bill CH. R. 4437) as amenaed by your 
committee." ' t 

Recent kistory. — Since the above report was written '-imports of ore have continued, 
and the situation is further complicated by imports' for ^ the first time since the war 
of refined tungsten. These imports aggregated l,965'jl63 pounds in 1920. The 
result has been the complete stoppage of the refining.1i?3Ustry and the piling up 
of imported ores in storage. There has been no market-Vor/ores. The price has 
dropped to $2 to $4 per unit, but in the face of these concfiWonftiijiports of ore con- 
tinue. With the slump in the steel trade much less refined tungsten. is being used 
and the entire requirement is more than met by imported reHW<}*li»ng8ten from 
England. • / / 

The Finance Committee considered that through the stabilizing efFe<?f of this legis- 
lation and the expected reduction in labor and material prices that these cc^ls w.^yld 
be reduced and tnerefore amended H. R. 4437 to read |9 per unit instead ?>f ^|dij.% 

The Fordney bill, H. R. 7456, in order to conform to the method of levying 'dut^e»' 
on all other minerals has changed the method on tungsten ore from the unit (20 pounddV ' 
basis of tungstic trioxide to the pound basis of metallic tungsten. The rate provided^ . 
18 45 cents per pound of metalhc tungsten, which equals $7.14 per unit of tungstic 
trioxide, as one unit (20 pounds) of tungstic trioxide equals 15.86 pounds of metallic 
tungsten. 

CosU, — At the Finance Committee hearings much additional evidence was pre- 
sented that conclusively fixed the costs of production in the United States of nunes 
which could operate under the proposed tariff at $13 per unit. (Part 1 of hearings 
before the Committee on Finance, pp. 19 and 35 to 40, and by certified statements 
from the important mines in California, Nevada, and Arizona, pp. 51 to 55.) Foreign 

Kroduction costs were proved to be $1.25 to $4 per unit (pp. 41 to 43), wages of foreign 
ibor 20 cents to 65 cents per day. Of our production costs labor represents about 
50 per cent. Wages of our labor from $4.60 to $5.25 per day. 

The equipment of the average mine to work our large low-grade deposits involves 
Ml expenditure of approximately $500,000. Many millions are invested in the 
industry as a whole. 

The op^eratingcost8 exclusive of depreciation and depletion of producing tungsten 
per unit in the United States is well illustrated in the tollowing table compiled from 
the testimony before the Finance Committee (pp. 36 to 40, 51 to 55). Three of the 
laigest be8t-e€|uipped mines are taken, each as a representative of a type — (1) low-g[rade 
quarry deposits, (2) medium-g^ade lode deposits, (3) high-grade deep-vein deposits. 



Class. 


WIS" 

"*^<*- 1 ered. 

1 


Percent- 
aeeof 
WOs. 


Name of mine. 


Method of working. 


, 


■ ' — !■'- 

$3.77 1 $12.83 
12.80 12.89 
21. 16 1 11. 13 


0.294 

1 

2.5 


TuDMten Mines Co 

Pacific Tungsten Co 

Atolia Mining Co 


Quarry. 
Tunnel; lode. 


2 


3 !.!.'.; ! 


Shaft; vein. 







> Atolia unit cost 1918, $8.91, but grade of ore 25 per cent less than 1918. 
unit increased. 



Cost of mined ore same, cost per 



Foreign costs.^— At the hearing before the Ways and Means Committee June, 1919, 
Mr. Frank L. Hess, of the Geological Survey, testified that the published Burma coeti 
were lees than $1.92 per short-ton unit. 

Mr. Guy C. Riddell testified "much of the Burmese ore is produced for leas than $2 
per unit.** 

At the hearing before the Committee on Finance Mr. F. W. Horton , corroborated 
by Mr. Hess, is quoted, "Chinese ore can be mined from $1.25 to $2 a short-ton unit 
and can be laid down in New York for $5 to $6 per short-ton unit.'* 

This statement is proved by the fact that Chinese ores were sold in New York 
daring 1919 at prices from $6 to $6.50 per short-ton unit, and over 10,000 tons were 
imported that year at that market price. 

In an effort to convince the ore purchasers that $6.75 per unit was not too hirfi a 
price in 1919 Mitsui & Co., the lai^gest importers of Chinese ores, circulated the foflow- 
ing letter detailing the cost of producing those ores and getting them to market. 
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Mitsui & Co. (Ltd.), 
(Mitsui, Bassan, Kaisha (Ltd.)), 

New York, June IS, 1919. 

Gentlemen: During the past ii^nth or two. we have freauently been keeping you 
informed as to the wolframite ere n^arket, botn in New York and China, at the same 
time placing before you varibtti offers as cabled by our Hongkong office. However, 
we regret to note these offefs-haVe not resulted in any business due to our presumably 
high quotations. vV."/ 

Generally speaking, '•<jte ^iJelieve it safe to say that the ore market at the preeent 
is in a settled state,* ajid we understand business has successfully been closed on 
basis of $6.75.qh^t^n unit, 65 per cent ^luranteed. While this price may appear 
somewhat UKithl^^at the present time, still it is our contention tnat wolframite ore 
purchased^at'^rosent is cheap, and circumstances permitting, orders should be placed. 

As epnsui^erB as well as producers, we believe you undoubtedly may be interested 
in the a4;tached statement conveying the exact cost of producing ore as arranged for 
•giir Qwn reference by our Hongkong office. The inclosed statement will furnish you 
itx detail with exact cost of material to our foreign offer, exclusive of other incidental 
>e^aige6, such as interest, transportation, and cable chai^ges. These figures are, how- 
ever, naturally subject to change in order to take care of any differences in exchange, 
ocean freight rates, also provisional State taxes which are based on value of ore at time 
material is forwarded from interior to shipping port. 

It may appear peculiar but can be safely guaranteed that the price of wolfram ore 
is purely compounded on actual cost of extracting the ore from the mines plus cartage 
and incidental duties and taxes for which China is distinctively noted, deriving most 
of its revenue from such sources. 

In conclusion, we believe as consumers the inclosed statement will be of interest to 
you as indicative of 17.20 per long-ton unit Pacific coast as being about Tninimnm price 
at which wolframite ore can be produced at the cheapest market, namely, China. 

We trust the inclosed information will be of service to you in determining your 
future operations. 

FuMio Tone, Metal Department. 

Tabulation of actual cost of tungsten wolframite ore in China. 

Mining charges per picul H|10. 00 

Kiansi-Nanyu taxes 2.40 

Kiansi-Nanyu forwarding charges 2. 50 

Kiansi war expense and Nanyu local taxes 1. 40 

Nanyu-Shoehu freight 1. 00 

Shoshu eastern customs duty .15 

Shushu Tarhei customs duty 1. 00 

Hokko Maning bureau duty 4. 00 

Finance biu-eau expenses 4. 37 

Finance biu-eau customs duty .15 

Rail freight to Canton 1. 15 

Koehu-Canton .10 

Canton export duty 2. 00 

Canton-Hongkong freight .20 

Total charges per picul H $30. 42 

Per ton, 20 hundredweight H$511. 056 

Exchange at 80 G$408. 85 

Ocean freight to Pacific - . 20. 00 

Packing and insurance 5. 00 

G$433. 85 

On basis 60 per cent at 17.20 unit long ton, G| representing gold dollars, H| rep- 
senting Hongkong dollars. . 

In using me basis of 60 per cent the cost is shown at |7.20 per unit, although m 
the letter they refer to a giiaranteed 65 per cent content. Chinese wes carry from 
65 to 70 per cent tungstic acid. 

jfOn a 66 per cent basis the cost would be |6.67 per unit long ton, or $5.96 per unit 
short ton. 

An analysis of the $5.96 cost shows: Mining, $1.84; local transportation chaiiges, 
90 cents; taxes, $2.88; ocean freight and packing. 34 cents. 

Picul=133§ pounds; 22.4 pounds W0,= 1 unit long ton; 20 pounds W03=l unit 
short ton. 
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It therefore seems clearly proved from the above data that Chinese ore may con- 
tinue to be sold in New York at $6 to $6.50 per unit, or $9 less than any domestic 
ores can be sold. 

The mining costs are only $1.84 per unit, while internal taxes are $2.88. Those 
Chinese taxes are variable and are adiusted to meet the competitive conditions as 
established by the New York market price. 

Requirement. — The normal requirement of tungsten ore in the United States is not 
as yet definitely known and can not be known for some time to come. The use of 
tungsten steels increased so rapidly during the war that prewar statistics are value- 
less. There Was such a large carry-over of stocks of ore, ferrotungsten, and steel from 
1918, and the transition from war to peace time production was so irregular, that no 
authentic estimates can be made of tne amount of steel used in 1918, and therefore 
the future normal requirements can not be predicated on any 1918 statistical figure. 

The maximum definite figures of our war-time domestic consumption was the amount 
used in 1917. There was very little carry-over from 1916 and none at all from 1917, so 
it is reasonable to assume the production of ore plus imports of ore less the equi\'alent 
of ore in exports would represent the amount used. These figures are: Production, 
6,144 tons; imports, 4,878 tons; equals, 11,022 tons; lees exports, 2,500 tons, leaves the 
net amount used at 8,522 tons. As munition plants were the largest users of tungsten 
steel, it is obvious that the peace-time normal requirement must be much less. That 
amount has been variously estimated by the United States Geological Survey from 
4,000 to 5,000 tons, while the steel makers have guessed 7,500 tons. . Six thousand tons 
is, in all probability, more nearly correct, under normal conditions. 

The alloy-steel industry is in the same deplorable condition as the common-?teel 
indu8tr>% and any estimates made on the normal requirement of tungsten do not 
apply to the present. 

PRODUCTION. 

The evidence given at the previous hearings showed a production from present 
equipped mines which could be operated under the dutv provided in H. R. 4437, 
as amended by Finance Committee to $9 per unit, of 4,500 tons per year. There are 
known developed large low-grade deposits as yet unequipped which can increase 
this output to keep pace with our reguirements. An example of such deposits is 
that of the Tungstonia mine at Ely, Nov., where there was developed a very large 
tonnage of ore. A mill was purchased for this property in November, 1918. but 
was not erected on account of signing of the armistice. That machinery is still in 
Nevada, and the property could be placed under production at the rate of 600 tons per 
year within fotir months. If the industry was stabilized by the passage of this bill, 
capital would be justified in the equipment of such properties. 

The fact that our domestic mines produced 6,144 tons in 1917 (with prices ranging 
from $17 and an average of $22) is significant, especially when it is considered that the 
large contact deposits were not then developed. Our 1918 production (confined to 
lOJ months) was 5,029 tons, and three of the largest new mills were just starting to 
work. (Seepp. 82 and 83 of Finance Committee hearings.) The mills are those of the 
Pacific Tungsten and Nevada Humboldt in Nevada and of the Pine Creek Tungsten 
Co., of California. They will produce 1,800 tons per year. The Tungsten Reefs Co., 
of Arizona, and Tungstonia Co., of Nevada, will produce when their mills are com- 
pleted 1,200 tons per year. 

The duty as provided in H. R. 7456 is not adequate to guarantee an output sufl^cient 
to supply a normal demand, as the production possible under the duty of $7.14 as 
provided in the bill must come from the lower cost mine?, and the estimate made 
that we can produce from developed and equipped properties 4,500 tons per year 
18 on the assumption that this committee will protect tnis industry to the extent that 
we may be able to supply the demand and increase the rate in the bill to 57 cents 
per pound metallic tungsten, which equals $9 per unit of tnngstic trioxide. 

Tungsten ore being always sold by the unit (20 pounds) of tungstic trioxide all 
calculations and estimates on requirement, output, prices, and costs are made on that 
basis 

PREWAR STATISTICS 

A Study of the chart furnished by the United States Geological Survey will clearly 
show the change that has taken place in the tungsten industry. Up to 1914 the average 
price was from $7 to $7.50 per unit. The price was regulated by fluctuations in the 
world's production. In 1 914 our rich surface deposits had been exhausted . and only a 
small production could be maintained at the price of $7.50 per unit. While it would 
appear in the years 1912 to 1914 we imported practically tne same amount of ore as 
we produced and that only half of our requirements could be met from domestic pro- 
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duction, the fact is that no tungsten was refined here but the ore was shipped to Ger- 
many, refined there, and imported by us to make high-speed steel. 

The increase in world production from 1914 should be noted. Also that in 1918 
huge quantities of ore were imported into this country, most of it at the end of the year, 
when England's embargo from her possessions was lifted. This demoralized our 
market. The continued imports in 1919 added to our accumulated stocks. The 
situation was still further complicated by imports of refined tungsten in 1920. The 
result has been the wiping out of our tungsten industry which was developed during 
the war. Mining ceased, refining ceased, and neither can be resumed unless a duty 
sufficient to equalize the cost between this country and China is provided. 

The difficulty in getting a correct understanding of the tungsten industry in the 
United States, is that the development during the war period was so rapid that statis- 
tics became obsolete often before publication. 

This is especially true in the mining of tungsten. The Tariff Commission made an 
Investigation of the mining of tun^ten in June, 1918. Between th&t date and the 
published report of that investigation the large contact deposits (which were referred 
to in the report as having been discovered and their hignly prospective value was 
predicted) had not come into production and their effect on tungsten mining could 
only be guessed at. 

With the equipment of these deposits the conditions of tungsten mining changed. 

It was stated that the output of the Atolia mine in California constitutes over 30 

fer cent of the domestic output. While this statement was true of 1916 and perhaps 
917, the output of the mine decreased rapidly in 1918. In the last quarter of that 
year the ore dropped in grade, with consequent proportionate decrease m tons of con- 
centrate produced while costs of production increased proportionately per unit 
When the Tariff Commission reported there were some producers who could market 
tungsten at $10 per unit, they referred to the Atolia mine, using their production and 
cost figures of 1916 and. 1917. which were the lowest in the industry. 

It was definitely shown in the hearing before the Finance Committee what the 
Atolia reduction in output was; and also that the operating costs, which averaged 
$8.91 per unit in 1918, would in the future be from $11 to $12, based on the figures of 
the last quarter of 1918. 

Therefore the statement that any ore can be marketed at $10 per unit belongs to the 
past and not to the future. 

It was also said the Atolia district was the largest producer of scheelite in the world. 
But through the erection of three large mills in Nevada in the latter part of 1918 the 
future production of Nevada will equal that of California, and the Bishop district in 
California through the addition of the Pine Creek mill will surpass the Atolia in pro- 
duction. Also the development of the vast ore body of the Timgsten Reefs Co. in 
Arizona at the close of 1918 will insure a production of scheelite from that field as 
large as the Atolia district. 

So conditions relating to the future production of California, Nevada, and Arizona 
have completely changed due to the developments in the latter part of 1918. The cost 
of producing tungsten in those three States %vill be from $11 to $14 per unit. 

In none of these developments has the refiner or steel maker the remotest interest. 
No refining or manufacturing of tungsten products is done on the Pacific coast and no 
properties or mills in California or Nevada are owned by such interests. 

So it will be seen that the statement of the Tariff Commission that 75 per cent of the 
domestic production is created in the hands of four laiye companies is entirely erroneous 
as applied to the future. The whole production oi Colorado will not amount to 30 
per cent of the domestic production. Assuming that the Atolia mine will continue to 
furnish 15 per cent of the production of the United States, and such an assumption is 
not warranted by the facts, it would leave 55 per cent of the domestic production 
scattered through other producers in California, Nevada, and Arizona. 

But it was not true that the past production of Colorado centered in three large 
companies, affiUated with refiners or manufacturers. There were according to the 
Tariff Commission's own report 10 mills in Colorado. The Tungsten Products Co., 
referred to as one of the three, produced no ore but purchased ore from leasers, con- 
centrated these ores, and refined the concentrate in their own plant at Boulder. 

The Rare Metals Ore Co. has a large mill, and produced ore as well as purchased it. 
That company had no affiliation with any manufacturers of tungsten products. 

The Pnmos, Vasco, and Wolf Tongue companies each operated large mills, and while 
all were producers, still the main source of their ore was through purchases of ore from 
leasers and independent owners. All of those large mills shipped the concentrate in 
their own names and so were credited with the production irrespective of the source 
of the ores. 

There are over 25 large finejy equipped tungsten mills in Colorado, Nevada, Cali- 
fornia, and Arizona to take care of the production from a large number of mines. 
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Those mills and mines are distinctly separate in ownership without any overlapping 
interests. 

There were 27 refiners of tungsten ores and 32 makers of high-speed steel according 
to the United States Greological Survey tabulations. 

So any suggestion of the possibility of a monopoly in any branch of the timgsten 
industry is absurd. 

FORBION TRADE RELATIONS. 

Export, — There is no export business in tungsten ores. Our exports of finished 
' tungsten products have been negligible, with the exception that during the war 
we came to the assistance of the alUed powers by shipping them ferrotungsten. With 
the close of the war all exports ceased. Our export business can never become a 
factor, as foreign countries control cheaper ores and manufacture at a lower cost. They 
can and are now underselling us in our home markets. 

Imports, — We have been importers. Before the war establishment of our refining 
industry most of our imports were in the form of refined tungsten from Germany. 
Also we always imported high-speed steel. During the war and since the war we 
have been lai^ importers of ore. But these ores are imported from countries which 
were not directly engaged in the war. All of them are creditor nations. In 1919 
76 per cent of the ore imports were from Asia and 22 per cent from South America. 

So far as our trade relations with South America go, they can not be adversely 
influenced by tungsten. The mines are largely controlled by England, but Ross 
Hazel tine (consul, La Pax, Bolivia, reports to State Department, July 9, 1919, forei^ 
files No. 4) states: "The average cost of production 1918 was about $12 gold p!er unit. 
* * * The poorer mines can not operate unless the price goes well above $12 per 
unit. * * * No imports of ferrotung^n are listed in official statistics, and the 
imports, if anv, are negligible. * * * No tungsten is used locally." 

Such priced ore can not compete with Asiatic ores any more than our ores can. 
Any ore which Bolivia can sell us now in competition with Asia we can buy as well 
with a tariff as without a tariff; so how can American tariff legislation injure Bolivia 
or American interests in Bolivia? It was stated (p. 45 of hearings) that there was 
from 1,200 to 1,500 tons of Bolivia ore that can compete strictly with China. This 
statement is borne out by the 1919 imports, which include 2,106 tons of South Ameri- 
can ore (p. 83, hearings). The imports of lerrotungsten uid high-speed steel are now 
coming from England. But the duties levied in this bill are in no sense shut-out 
duties. England always has exported tungsten steel and can continue to export to 
the United States, but it does not seem good policy to destroy absolutely our vitally 
important timgsten industry in order to give England the whole- of a trade where 
before the war she was content with about 30 per cent of it. Japan, for the first time, 
is beginning the manufacture of tungsten products. 

If the industry which was developed as a war-time necessity, from the sole stand- 
point of guaranteeing our national security, is not worth that, we have no reason to 
ask for the legislation. 

Unless the mining of tungsten is put on a stable basis and maintained the other 
branches of the industry — namely, (1) refining, (2) alloy steel makingT— can not 
continue. 

Tungsten is a precious metal. It is never found native but always in chemical 
combination with other substances. Ores containing tungsten can not be used direct 
but must be refined and put in the form of tungsten powder or ferrotungsten. From 
these refined products the alloy steels are made, also the metal tungsten. Only 
negligible amounts of the metal tungsten are produced. The great use of tungsten is 
in the form of tungsten powder or ferrotungsten, from which tungsten alloy steels are 
made. Ninety-five per cent of the refined tungsten output of the world is used in 
making high-speed steel — a tungsten alloy steel containing 18 per cent tungsten. 

All substances containing tungsten are costly and are bought and sold on the pound 
basis. It would be just as misleading to express the value of tungsten in terms of 
tons as it would to express the value of gold in terms of tons. 

In considering the duty imposed by the bill, the significant substance is high-speed 
steel — the only commercially important product of tungsten — the product wnich 
reaches the consumer. Both the ores and refined products are intermediates high in 
value, of basic importance but of mei^er tonnage. 

Following is an excerpt from an article by Owen Street Payne in The Annalist, 
Monday, August 1, 1921, advocating free trade: 

"As long as there is war in the world it is recognized that each independent nation 
should have for its protection not only armies and navies but those industries which 
build up and sustain the armies and navies and support the existence of the nation 
in case it should be cut off from outside supplies. Such essential industries should 
receive protection until they have reached a stage where they can sustain themselves.* ' 
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CONCLUSION. 

In concluBion I want to emphasize the fact that to-day the tungsten industry in this 
country is out of existence in all its branches — mining, refining, and steel making; 
that the British control absolutely the markets of this country on the manufactured 
products of tungsten, viz, ferrotungsten. timgsten powder, and high-speed tungsten 
steel, and will continue the control until protection is afforded the industry in all its 
branches by levying duties sufficient to equalize the cost as between this country and 
China on the production of tungsten ore and as between this country and England on 
the cost of producing the various manufactured products of tungsten. ' 

It then remains for the Finance Committee to determine the Question whether it 
will protect this industry which was established diuing thjs war ana was very eseentiil 
and employs tens of thousands of men and in which i^ere is invested many millionfl 
of capital. 

CBXTCIBLE TOOL STEEL. 

[Paragraphs 302, 304, 305, 307, 308, 315, and 316.] 

STATEHBNT OF JOHN A. MATHEWS, PBBSIDBNT OF THE CBUCIBLE 
STEEL CO. OF AKEBICA. 

Senator Smoot. Give your name to the stenographer. 

Dr. Mathews. I am John A. Mathews, president of the Crucible 
Steel Co. of America, and I also represent about 25 other makers of 
crucible tool steel. All the gentlemen who have appeared heretofore 
have been representatives of what we call the tonnage-steel industry. 
I am representing the small-steel industry, which is engaged in making 
.a relatively small quantity of high-grade materials which go into 
watches, fine tools, and similar special uses. 

Senator La Follette. Is your address 17 East Forty-second Street, 
New York City? 

Dr. Mathews. Yes. I have a brief referring to one or two changes, 
as we see them, in the bill now before you. In the first place, how- 
ever, we want to express our appreciation to the Senate Finance Com- 
mittee for its recognition of the American valuation principle, which 
is a soimd principle and one on which the first tariff bill was drafted. 
In regard to the crucible or fine steel industry, I wish to say that this 
industry is engaged in the manufacture of the finest grades of steel. 
This industry is a stationary and not a growing one. 

Senator Smoot. You do not intend to read all of that brief, do you, 
Dr. Mathews ? 

Dr. Mathews. No, sir. I have here a number of pages with noth- 
ing on them. [Reading:] 

Comparing the production of open-hearth steel in the last decade of the last century 
with the production for the second decade of the present century, we find that the 
production has tripled, while the manufacture of cnicible steel nad increased by 7 
per cent. The inability of the cnicible-steel industry to grow anywhere nearly in 
proportion to the open-hearth industry has been duo in a considerable measure to the 
fact that in previous tariff bills no special rec(M?:nition has been given to this branch of 
the industry, in which skilled labor rather than mechanical equipment is the out- 
standing feature. 

The manufacture of crucible tool steel and various fine-steel specialties is carried on 
in this country in 30 or more plants located in Connecticut, New York, New Jersey, 
Pennsylvania, Ohio, Illinois, West Vimnia, and some other States. Most of these 
plants are small, but in some cases tool steel and special steels are manufactured in 
branches or divisions of large steel plants, as, for example, at Midvale and Bethlehem. 
It is difficult to state the exact capital invested in the industry, but we believe that 
1250,000,000 is a very conservative estimate. There are employed from 30,000 to 
40,000 men. The industry is quite distinct from the manufacture of tonnage com- 
mercial steels. This difference is indicated by the fact that tool steels are sold by the 
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pound while tonnage steels are sold by the hundredweight or ton. In a tool-steel mill 
a carload shipment of one size is rare. A 1-ton order of a regular quality and sise is 
considered a good order. 

The proportion of labor to raw material is many times as great in the manufacture of 
crucible steel as it is in the manufacture of open-hearth or Bessemer steel. The capital 
invested in a crucible-steel plant is from five to six times as great per ton of product as 
is re<)uired for mills making merchant bars, structural steel, etc. The investment per 
ton in the former is customuily from $300 to $400, while in the latter it may varv from 
$32.50 to $75 per ton of output. The product of the tool-steel mill averages about 1 
ton per man per month. In the manufacture of tonnage steels it is fnxn 15 to 30 tons 
per man per month. It is in proportion to the increased amount of labor involved 
that imports of steel increase and exports decrease. 

These basic differences in the naturo of the crucible-steel industry as compared 
with t^e tonnage-steel industry have never been given adequate consideration in 
the matter of drafting tariff bills, with the result that a very large ^portion of all the 
imports of steel are made to the detriment of this relativelv small industry, while the 
imports of commercial tonnage steels are almost negligible compared with the vast 
volume of production. 

Senator Smoot. Will you tell me just what you want, so that I 
can refer to it later? What changes do you want? 
Dr. Mathews. I am coming to that now. [Reading:] 

The 35,000 employees of the crucible-steel industry have not had 25 per cent em- 
ployment in the last 10 months, and such employment as they have had has been on 
part-time basis, averaging probably a little better than 50 per cent. The other 75 
per cent of the employees of the industry are sitting on the side lines wondering what 
Congress is going to do to bring about a return of employment and prosperity. It is 
l>robable that their ideas on this subject may become fairly well crystallized by elec- 
tion day. 

I have stated that there are about 30 mills engaged in the manufacture of crucible 
tool steel. There are from 40 to 50 importers of grades^ in direct competition with 
these mills who have relatively no capital investment, giving employment to no 
labor, and assuming but a very small proportion of our tax burden. 

In paragraph 302 very heavy duties are imposed upon the ores and raw materials 
which are an essential part in the manufactiu'e of tool and alloy steels. This is a 
radical de|)arture from the traditional policy of cheap raw materials for manufacturers, 
coupled with suitable protection on finished articles the manufacture of which in- 
volves much labor. 

It is difficult to understand why manganese ore and tungsten ore should suddenly 
require protection in an amount of sometning over 100 per cent of their prewar values. 
No great deposits of these ores have been discovered, and this country does not possess 
in quality or quantity sufficient of either of them to take care of its needs. We shall 
have to go abroad for our principal sources to the great deposits existing in foreign 
lands. 

Senator Curtis. You had hard work in getting any during the 
war, didn't you ? 

Dr. Mathews. We had to go abroad for increasing requirements. 
[Reading:] 

Manganese may be considered as a steel-making necessity, and compared with it all 
other alloying materials mentioned in paragraph 302 may be termed luxuries. The 
Beesemer process for steel making had almost proven a failure until it was diaoovered 
that the addition of manganese was required to produce sound steel in a Bessemer 
converter. The proposed duty of 1 cent per pound on metallic manganese in ores 
''containing in excess of 30 per cent" is in itseli an admission of the low quality of our 
domestic ores. The high-grade ores of Brazil, India, and Russia frequently contain 
50 per cent of metallic manganese. This mateijial should be restored to the free list, 
or possibly protected to the extent of 10 per cent as a revenue measure. 

The proposed rate of duty on tungsten ores and concentrates is about 250 pjer cent of 
the present selling price, or 125 per cent of the average prewar selling price. Our 
companv is a very large buyer of tungsten ores. In the years before the war over one- 
half of tnis material was of domestic origin During the war period, when the prices 
were 80 high and the difficulties of obtaining foreign shipments were so great, we had 
to rely more and more upon foreign sources, and for the past three years we have 
bought no domestic ores. The demand for tungsten ores during the war was so great 
that many were induced to work tungsten properties which were of little value, and 
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it is poor economics to continue the operation of such properties by reason of an ex- 
orbitant rate of duty, particularly since they can not under any circumstances take 
care of the country's normal needs. The rates for both tungsten and manganese seem 
to be predicated upon the extremely high costs during the war period rather than 
upon tne basis of operation in normal times. 

In the case of molybdenimi ore we have a little different situation. Of all the 
alloying materials used in the steel industry molybdenum seems to be the only one 
of which we possess an adequate domestic supply. The use of this metal is a new 
development in steel metallurgy, and the proauction of molybdenum is an infant 
industry which we beheve is entitled to some protection. We feel that the rate pro- 
posed of 75 cents per pound is too high and should be changed to not over $10 per ton. 

The rates proposed on the ferro-alloys made from these ores are in the nature of 
compensatory duties made necessary by the extremely high rates imposed upon the 
ores themselves. If the rates on the ores are reduced, as they certainly should be, 
then these rates on the ferro-alloys should be correspondingly reduced. The rates 
on the other ferro-alloys are needlessly high, and seem to oe based upon war-tinie 
conditions , and not on any normal basis of costs. If the present rate of duty is retained 
on tungsten ore and ferrotungsten, it will raise the cost of high-speed tool steel from 
20 to 25 cents per pound and the selling price by somewhat greater amount. 

In the manufacture of ferro-alloys in electric rurnaces American makers are under 
no disadvantages except in the cost of electricity. Power and raw materials are the 
big items of expense, and labor is of less importance. Capital investment in plants is 
very moderate, and an ad valorem duty of not over 10 per cent should be ample 
protection. 

Paragraph 304: The fundamental defect in this paragraph, and in several others, 
is the Tact of orderly classification of steel products. The need for more scientific 
classification has been pointed out by the United States Tariff Commission, and in a 
brief which the writer submitted to the Ways and Means Committee January 10. 
1921, he proposed a classification which Dr. Page, of the Tariff Commission, stated 
was the best attempt in this line that he had seen. The basis of such classification 
depends upon grouping iron and steel products somewhat in proportion to their ad- 
vancement from the raw-steel state to the more highly finishcKi forms, and imposing 
ascending rates of duty as the proportion of labor to raw materials increases. Para- 
graph 304 includes ingots, billets, bars, and foldings. These represent great differ- 
ences with respect to the ratio of raw material to labor. In the fine-steel industry 
it is made possible by the application of labor to convert 5 cents' worth of raw steel in 
the ingot into 75 cents worth of needle wire, or $1.50 worth of safety razor blades, or 
$10 worth of hair-spring wire. It is the highly finished forms of steel, representing 
the expenditure of much labor on a small amount of raw material, that are seriously 
affected by importations from abroad, where labor is so much lower than it is here. 
The crucible or fine steel industry is a handcraft industry, and represents in tonnage 
only about one-half of 1 per cent of the total steel production of the country. This 
small amount of tonnage, however, represents possibly from 2 to 2} per cent of the 
value of the total steel business. Against this small tonnage is directed a very large 
proportion of the total importations. About 70 per cent of the duties collected on 
iron and steel products are on products which are imported in competition with the 
tool-steel industry. 

Instead of adopting an ascending rate of duties on products representing an in- 
creased amount of labor, this paragraph contains specific duties, the highest rate of 
protection being given to the tonnage products, which have almost no competition 
from abroad, and the lowest duty is given to the highest priced steels, which represent 
in some cases 85 to 90 per cent labor. If you will examine this schedule you will see 
that a steel valued at li cents is protected to the extent of 33 J per cent, while a steel 
valued at just under 40 cents is given 15 per cent protection, and all steels over 40 
cents are allowed 20 per cent. 

On the basis of protecting the American workman and American standards of wa^es 
and living, these rates should be reversed, but if the rates in the present bill are fiiir 
for tonnage steels, they are obviously much too low for high-gr^e steel products. 
This same condition has existed in many of the previous tariff bills, and the crucible- 
steel industry has never received the protection to which it is entitled because of the 
nature of the industry. The tariff act of 1913 did givo anme recognition to the fine- 
steel industry in that it provided for 15 per cent duty on the products of the crucible 
and electric furnaces and upon alloy steels, while lower rates were given to the ton- 
nage products, but this feature basea upon process of manufacture is almost impossible 
of administration, and I shall later propose a method that can be readily administered. 

Paragraph 305: The defect in the rates in paragraph 304, as applieii to hi^h grade 
steds, can be in large measure corrected without complete revision if in line 7 of 
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paragraph 305 you will insert the words *'citrbon, or" before the word ** nickel." 
Line 7 would tnen read: "containing more than six-tenths of 1 per cent of carbon, 
or nickel, " etc. It so happens that nearly all of the crucible or fine steels are high 
carbon products, running well above six-tenths of 1 per cent, while the large tonnage 
industry is in very large part made up of steels running much below six-tenths of 1 
per cent. Therefore, if the carbon should be included along with the alloying metals 
the industry based largely upon the production of high carbon steels would secure 
the additional protection which it deserves and needs. 

The last portion of paragraph 305, beginning at the end of line 13, should be amended 
so that the additional cumulative dutv should apply to the entire molybdenum or 
tun^ten content. Having defined in the earlier portions of this paragraph the lower 
limit of aJloy which rfiall constitute an alloy steel for duty purposes, there is no 
reason for setting a different rate at which the assessment of additional cumulative 
duty shall begin in the case of molybdenum and tungsten. The provision as it now 
stands will permit the entry of a great many steels containing, in fact, less than IJ 
per cent of these elements. 

Senator McLean. I want to ask you one question. I want to call 
your attention to paragraph 305, which, I think, embraces cold- 
rolled, forged, stamped, or drawn steel. Mr. Brewster appeared be- 
fore the conmiittee the other day and wanted that rate reduced from 
15 per cent to 12.5 per cent ad valorem, on the ground that you do 
not make high-speed drill steel. That was with reference to the 
Swedish product. I think he said that they could not use the Ameri- 
can drill steels'. What have you to say as to that ? 

Dr. Mathews. We have the capacitv and the ability to make 
everything in this coimtry that is made abroad; in fact, we have 
twice as much capacity as we need in that respect. 

Senator McLean. I am speaking of high-speed drill steel. 

Dr. Mathews. Yes; drill steel. We can take care of the drill 
steel. I suppose you are talking about mining drill steel. 

Senator McLean. Yes. 

Dr. M\THEWS. There is no difficulty in taking care of that, both 
as to capacity and quality. 

Senator McLean. Then you do not agree with Mr. Brewster? 

Dr. Mathews. Probably not, sir. We do not generally agree with 
the fellow who is trying to sell what we are selling. We do make 
large quantities of mining drill steel. [Reading:] 

The additional cumulative duties proposed under paragraph 305 are, of course » 
based upon the exorbitant rates of duty proposed on molybdenum and tungsten ores 
and metals. If these rates are reduced, as tney certainlv should be, then, of course, 
the additional cumulative duties sho\ild also be reduce<i, and if not reduced it will 
very seriously injure all the man\ifacturprs of high-speed steel and all of the manu- 
lacturers of small tools, such as twist drills, cutters, etc., made from high-speed steel. 
These rates of duty will necessarily prevent American manufacturers of high-speed 
steel from exporting any of their ])roduct, and they will also prevent the makers of 
small tools from exporting their product; but these rates will encoimige such manu- 
facturers as now have established businesses abroad to buy their high-speed steel in a 
foreign market and put it into tools for export, upon which they will receive a draw- 
back duty. If this condition is forced upon us, it will injure both the American 
crucible tool steel manufacturers and the American producers of tungsten ores and 
metal, and no one will be benefited but our foreip:n competitors. 

It should be further pointed out that this additional cumulative duty is the same 
in amoimt as the cumulative duties placed upon molybdenum metal and ferro- 
molybdenum, tungsten metal, and ferrotunG:sten. It does not take into considera- 
tion at all the fact that there is a loss of some 20 to 25 ]3er cent in the use of these metals 
and ferro-alloys in the process of conversion into finished steel. The amount of this 
loss has been confirmed by the investigation of the Tariff Commission. Therefore, 
we are not only deprived of the additional cumulative duty on the first ^^ per cent 
of molybdenum or tungsten contained but also upon the entire conversion loss in 
the use of these metals^ If the rates are to be retained as they now appear on the 
ores and alloys the additional cumiUative duty should be increased by 25 per cent, 
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and it should applv to the entire tunirsten or molybdenum content. This would 
still further injure the American manufacturer of tungsten and molybdenum steels, 
and, indirectly, the producers of the tungsten and molybdenum ores and metal?. 

To paragraphs 307 and 308 the same applies as to paragraph 304, namely, that the 
higher the value of the steel the lower its rate of duty. This defect would be in large 
measure corrected, in so far as it appU&s to the manufacture of tool steel, if the amend- 
ment I have suggested in paragraph 305, line 7, is adopted. 

Paragraphs 315 and 316 cover satisfactorily ordinary commercial rods, wire, and cold- 
roUed strip. They do not adequately protect the manufacturer of highly finished 
specialties in this line, as, for instance, polished drill rods, watch-part steel, safety- 
razor steel, either tempered or un tempered, tape-line steel, pen steel, needle wire, 
and similar products which are turned out by specialty mills and involve a great deal 
of skilled hand labor in their production. If tne amendment proposed in paragraph 
305, line 7, is adopted, this would in a measure take care of these highly specialized 
products, and in general, I believe, this end could be better accomplished by the 
proposed amendment than by any other method or than by the change of the rates in 
the paragraphs as they now stand. 

FEBRO-AILOTS. 

[Paragraphs 302, 385, 386, 389, and 390.] 

STATEMENT OP JOHN A. TOPPING, NEW YORK CITY, REPRE- 
SENTING THE REPUBLIC IRON <fe STEEL CO. 

Mr. Topping. Mr. Chairman, I have reduced what I want to say 
to the committee to the form of a written statement, because I thought 
by so doing I might perhaps present more specifically and clearly my 
general views on the bill as a whole, but if it is the wish of the com- 
mittee, for the purpose of discussing any paragraph which I either 
approve or disapprove, to have me read it, I wiU d!o so; if not, what 
I nave already prepared in the form of a written statement covers my 
general views on the Fordney bill. 

The Chairman. Mr. Topping, I suggest that you have the written 
statement printed, and tnen if you desire to call the committee's 
attention to any high spots in the statement or any matters having a 
particular bearmg on the jquestion, we would be glad to hear you. 

Mr. Topping. In following your suggestion, Mr. Chairman, 1 might 
state that the high spots that I shall particularly address myself to^ 
and which other speakers who will follow me will address themselves 
to, is the fact that the iron and steel rates in the Fordney bill are very 
low. We regard this bill as a revenue tariff from our viewpoint, and., 
while we are disposed to accept the schedule, with slight changes here 
and there, it is only with the recommendation that it is tied in with 
the protective clauses, such as the American valuation, the anti- 
dumping, and the bounty clauses, and all other features of the Ford- 
ney bill that provide for what we term unfair competition. 

Wo also in making our recommendations have in mind the adoption 
of what we consider to be a time-honored policy of the Republican 
Party; that is, protection for finished prod\icts and free raw mate- 
rials. Wo can not live under this bill as framed unless we have the 
same protection in the way of cheap raw materials that we formerly 
had under the Payne-AIdrich bill. The proposed increase in taxes 
on our raw materials under this measure will add to the steel costs of 
this country enormously, for such items as f errosilicon, fluorspar, man- 
ganese ore, magnesito, pig tin, and zinc. These items alone will add 
$23,805,000 per annum increased cost to steel. 
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We can not view with equanimity an increased cost of $24,000,000 
per annum in steel when we have to-day, due to the expanded growth 
of production, stimulated by war necessity, a present output of about 
20 per cent excess of our home demand. We feel that the wise thing 
to do under the circumstances is to accept a low duty with free raw 
materials, and thus stimulate lower costs, so that we can export part 
of our surplus in order to more nearly employ 100 per cent of home 
labor. 

In brief, these are the high spots, and the general arguments support- 
ing that position are set up fimy in the brie? that I submit. 

I also desire to submit a supplemental statement for your, general 
information which covers some statistical data of generij interest. 
This statement is, I think, as accurate as possible, respecting the com- 
parative labor costs in the principal competing countries oi Belgiimi, 
England, Germany, and the United States; freight differences, 
current seUing price, and, in fact, all general data, suggestive of the 
reasons for adoptingthe recommendations that we make. 

Senator Cuktis. This information has been collected by you and is 
reliable ? Or is it information obtained through the newspapers ? 

Mr. Topping. I will give you the character of it. My authority is 
all given in the statement. It is very diJBScult, I might add, Senator, 
to obtain exact statistical information from foreign coimtries; in fact 
home data on cost is changing from time to time. 

Senator Cuktis. That is why I asked the question. . 

Mr. Topping. That is due to the fact that over there conditions are 
as they are here, in more or less of a state of flux. But here is some- 
thing that I think may be regarded as official and is suggestive. The 
Kiel Institute of World Economics recently publishea m their pub- 
lication, "The Weitwirschartliche Nachrichten," returns from 20 
different cities of Germany on the cost of living. The information 
contains the comparative wages paid there to-day as compared with 
what were in effect in 1913 and 1914. To illustrate by a specific case, 
a machinist in 1914 earned $1.49 gold per day. To-day that same 
machinist, on the basis of the Institute's report of current wages 
figured in gold, earns 41 cents a day. This rate per day does not 
take into account, however, the difference between the international 

Sold exchange value of the mark and the local purchasing power of 
lie mark, due to governmental regulation of prices, which has given 
an increased buying power to the mark in excess of its international 
exchange value. &)me authorities have put that as high as three 
and in some cases as high as four to one. If you adopt the mean, say, 
tlulee to one, that machinist's wages to-day would be $1.23 as com- 
pared to $1.49 in 1914. So, you can see that Germany has passed 
through the transition period", or has readjusted herself and liquidated 
her labor to more than the prewar basis. 

Data published by this German institute show also that while the 
cost of living has increased, yet the purchasing power of a German 
day laborer, imder existing conditions of price control, is about the 
same as it was during the prewar period. With us that is not true. 
Our wage rates are about 52 per cent higher than they were in 1914, 
and yet the steel industry as a whole has probably more thoroughly 
liquidated labor than any other group of large employers. We are 
also probably the largest employers in the country. Tlie steel 
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industry, it is estimated, employs easily a million and a half men, 
when operating in full. 

Senator Smoot. As I imderstand it, Mr. Topping, you are in- 
terested in the raw material of manganese, tin, zinc ore, and zinc 
in blocks and pigs. 

Mr. Topping. And the entire ferro-alloy schedule. 

Senator Smoot. And your idea is that the rates provided for in 
this bill on those items are too high, if the rates on the steel prod- 
ucts remain as thev are in the bill ? 

Mr. Topping. That is absolutely correct, Senator Smoot. 

Senator Smoot. So I judge from- what you say. Does your brief 
show a comparison between the steel products and the raw material ? 

Mr. Topping. My supplemental statement will show that in a 
general way. For instance, take the raw material schedule that 
we are discussing. 

Senator Smoot. I did not particularly care to go into that be- 
cause I do not think it is necessary if your report shows it. 

Mr. Topping. I think it does, by comparing the ad valorem 
equivalents, in rates of duty. 

Senator Smoot. The committee will have to spend considerable 
time on that, anyway. 

Mr. Topping. I was trying, at the suggestion of the chairman, to 
give you in a general way the ''high spots" and point out the ob- 
jectionable features, and to also tell you what features of the bill, 
we fully approve. For instance, we think the reciprocity featiu*e 
of the Fordney bill is desirable, because we think cooperation be- 
tween the Government and business will be more necessary than 
in the past, if we are to maintain our export trade. 

Senator McCumber. Are you satisfied with those rates, pro- 
vided the steel is given a sufficiently high rate to compensate the 
manufacturers of steel ? 

Mr. Topping. I will answer that question. Senator McCumber, 
by saying that this schedule in the Fordney bill is lower than the 
schedule in the Pavne-Aldrich bill, and if is proposed, notwith- 
standing we have less protection than imder the Payne-Aldrich 
bill, to tax our raw material costs over $24,000,000 per annum. 
Give us the same raw-material cost as you did in the Payne-Aldrich 
bill, and we will accept the Fordney bill as it stands. 

Senator La Follette. But with American valuation ? 

Mr. Topping. Yes; with American valuation. 

Senator La Follette. But whether it applied or not, do you mean 
to say that the rates fixed in this bill will be lower than those in the 
Payne-Aldrich bill? 

Mr. Topping. I do. 

Senator McCumber. I did not get to finish my question, Mr. 
Topping. If we retain the rates on these alloys that are used at the 
present rate and then give you a corresponding increase in the steel 
rates will that affect your export of steel products ? 

Mr. Topping. Very seriously. 

Senator McCumber. Then, as a matter of fact, you are not entirely 
satisfied with the rates that are eiven on the raw materials that you 
use in the alloys. Would you ratner it be low so that you can exp^ort ? 
Is that true ? 
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Mr. Topping. That is correct. We will accept a very low schedule 
on our own finished products in order to obtain all of the compen- 
sating advantages we can in the way of a low cost, so as to broaden 
our markets and thus employ more of our labor. Otherwise, we can 
not hope to employ the labor we have heretofore employed, particu- 
larly with the exchange rates of the world upset, or at a discount on 
the pound sterling of from 23 to 25 per cent, with 60 per cent on the 
mark, the lire below this, so you can readilv see that our chances of 
export under those conditions are very small unless low costs can be 
obtained. 

Senator McCumber. Do you export steel products to those coun- 
tries? 

Mr. Topping. No; but they are leading us in a competitive way in 
South Africa, Australia, and m Canada. Eugland, as you ma.y know, 
is accorded preferential treatment in all her colonial possessions. 

Senator McCumber. Your main markets are Canada and South 
America ? 

Mr. Topping. Yes; but we ship to AustraUa, New Zealand, South 
Africa, and Japan. Japan at times has been quite a large buyer. 
Our exports represent our surplus, and we export that, whether we 
lose or make money on it, because in that way we are able to employ 
more labor and keep our overhead down and produce cheaper at 
home. I know that this pohcy is objected to hj some, but it is sound 
business and conmion sense, as it means by this policy more money 
in circulation through our pay rolls, and should be considered a good 
Republican doctrine. 

Senator La Folleti'e. What is your connection with the Republic 
Iron & Steel Co. ? 

Mr. Topping. I am the chairman of the board of directors, sir. 

Senator La Follette. Who are the officers of that company ? 

Mr. Topping. I am the chief executive officer and the other active 
officers of the company ai'e Mr. T. J. Bray, president, and Mr. H. L. 
Rownd, vice presiaent. 

Senator La Foixette. What commodities does your concern 
produce ? 

Mr. Topping. We mine ore, coal, and limestone, and produce pig 
iron, North and South, tubular products, sheet and plates, merchant 
bars, and a great many agricultural shapes, bolts and nuts — in other 
words, a diversified product. We produce our products on an inte- 
grated basis, viz, from raw materials to the finisned product. 

Senator IjA Follette. Have you in your brief specified changes in 
the existing duties upon each of these commodities which you would 
seek to have made ? 

Mr. Topping. My general brief. Senator, contains general observa- 
tions on the bUl as a whole; my statement is to be fculowed by ?.^te- 
ments of others who are associated with me, who represent the 
independent steel interests of America. 

Senator La Follette. Where you desire changes made ^suppose 
you will indicate them ? 

Mr. Topping. They will be specifically stated; yes, sir 

Senator La Follette. Are tney indicated in your brie> ^r will they 
be presented by others ? 
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Mr. Topping. My brief is a general ailment to support the general 
claim that I made, that in order to sustain the schedules of the 
Fordney tariff bill it will be necessary to have American valuation 
and free raw materials, such as were heretofore accorded us under 
the Payne-Aldrich Bill, and the reasons in detail will be stated by the 
gentlemen who will address themselves to the individual paragraphs. 

Senator La Follette. Who are your principal American com- 
petitors ? 

Mr. Topping. The United States Steel Corporation, who are our 
principal competitors, outside of our own group, which represents 
quite A large list of companies — for instance, the group represented 
here to-day probably represents close to a billion and a half capital, 
and close to oOper cent of the steel production of the United States. 

Senator La Follette. How many are associated together in the 
group of which you speak ? 

Mr. Topping. None. We are all individual companies. 

Senator La Follette. I understand that, but you spoke of coop- 
erating here as independents in the presentation of your case. 1 
ask you how many different companies are associated, if you can 
name them. 

Mr. Topping. They are here listed in detail and they represent all 
principal so-called independent manufacturers. There are eight 
gentlemen here who represent these interests, our thought bemg 
that we would save the time of this committee by presenting our 
views in this way. 

Senator La Follette. What companies do they represent? 

Mr. Topping. I am speaking for the RepubUc Iron & Steel Co., 
the Bethlehem Steel Co., the Midvale Steel & Ordnance Co., the 
Youngs town Steel & Tube Co., Jones & Laughlin Steel Co., JSrier 
Hill Steel Co., Pittsburgh Steel Co., Sharon Steel Hoop Co., Inter- 
state Iron & Steel Co., Lackawanna Steel Co., Gulf States Steel Co., 
Inland Steel Co., Lukens Steel Co., Wheeling Steel Corporation, and 
the Steel & Tube Co. of America. 

Senator La Follette. What per cent of the total output of your 

g reduction does your principal competitor, the United States Steel 
0., turn out? 

Mr. Topping. That varies somewhat, Senator. In a rough, general 
way it is about 50 per cent. I think it is between 45 and 50 per cent. 

Senator La Follette. What is the total capitalization of your 
concern ? 

Mr. Topping. Our company capital is $55,000,000. 

Senator La Follette. State separatelv the amount of each class 
of capital stock, bonds, and other indebtedness, surplus and undivided 
pr6fits. 

Mt. Topping. Twenty-five million dollars of the preferred stock, 
$30,0(iO,000 of the common, and a little over $12,000,000 of bonds, and 
an earned surplus accumulated over a period of twenty-odd years 
of approximately $38,000,000. We do not know, however, how much 
of this surplus will be left on the 1st of January, 1922, because we 
are dissipating that surplus now by shrinkage and operating losses, 
as current st^el prices are about $5 per ton below the present cost of 
production. 

Senator La Fo>llette. I am speaking of what your books would 
show aB to surplus and undivided profits. 
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Mr. Topping. Yes; I did not want you to get away with the idea 
that we had $38,000,000 net profit per annum. 

Senator La Follette. How much has this surplus been reduced ? 
I am not trying to get awav with anything; I want only the facts. 

Mr. Topping. We pubUsh quarterly statements. I am not saying 
that you are trying to get away with anything, Senator, I meant 
that I did not want you to go away with a wrong impression. 

Senator La Follette. You gave the amount of your surplus and 
undivided profits for January 1, did you not? 

Mr. Topping. For 1920; that is our last annual report. 

Senator La Follette. You have made quarterly statements 
since then? 

Mr. Topping. Yes. 

Senator La Follette. Give the same figures for each quarterly 
statement since then. 

Mr. Topping. I can not remember the exact figures. 

Senator La Follette. Give them in substance. 

Mr. Topping. We lost about a million dollars in the first six months 
of this year. Does that answer your question? That covers the 
period from January to July. 

Senator La Follette. I would rather you give me figures of your 
surplus as shown by each quarterly statement. 

Mr. Topping. I will file with you, if you desire, a copy of the last 
annual report. 

Senator La Follette. That is very much better. 

Mr. Topping. I brought it along and thought you might like to 
have it. 

Senator La Follette. I certainly would like to have it. 

Mr. Topping. I shall be glad to give it to you. We circulate these 
not because we are proud of them, but because we believe in publicity. 
This is our last annual report, dated December 31, 1920. 

Senator La Follette. Were quarterly statements made since 
then? 

Mr. Topping. The quarterly statements I have not with me. 

Senator La Follette. You will supply them ? 

Mr. Topping. I shall be very glad to do so and to furnish you with 
any other information that is proper. 

Senator La Follette. Yes; I want a little more information and 
I will proceed. How much of your capital represents, first, cash 
actually paid in ? 

Mr. Topping. I can not answer that question, because I was not 
in the company at the time of its organization. 

Senator La Follette. I suppose your books will show? 

Mr. Topping. I do not think they wUl, but I have not investigated 
them. 

Senator La Follette. Will you make an investigation and answer 
that question ? 

Mr. Topping. I do not think I could find out, because the original 
company was organized in 1889, and the original records are not in 
my possession. 

When the question of the excess-profits tax came up for considera- 
tion, the revenue department suggested that these early records 
mignt be helpful, but we were imame, from the records of the com- 
pany in our possession, to supply the data that was wanted. Our 
81627— 22--B0H 3 8 
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company was organized in 1889, and the price paid each one of the 
companies was not made known but a total cost was known, and 
the only way we could measure the probable cash value of the prop- 
erty at the time of organization, in 1889, was by what the stock sold 
for in the market on a cash basis, and oiu* original invested capital 
was calculated somewhat with these thoughts m mind. Since 1899 
we have sq\ieezed out all the water if there ever was water in the 
Republic Iron & Steel Co., by additions through accumulations of 
earnings. 

Senator La Follette. Now, just excuse me. Your books as they 
stand to-day will show, of course, some figure of cash originally 
invested in the business. 

Mr. Topping. No; they will not. 

Senator La Follette. What do they show with respect to your 
capital ? 

Mr. Topping. This is what they show [referring to the twenty-first 
annual report]. It does not show, as you will observe, what vou 
wanted to know, viz, the original property valiie. It shows wnat 
our present total propery value is, whicn is $97,000,000. 

Senator La Follette. Yes; I imderstand that. So you have no 
means of stating how much cash has actually been invested in this 
business in your company ? That is your answer, is it ? 

Mr. Topping. No, sir; that would not be my answer. I could not 
answer that yes or no direct. I can only answer your question in an 
indirect way, which will give you, perhaps, a better reply than a 
direct answer. 

Senator La Follette. Fine. 

Mr. Topping. Our total property account shows in this statement 
referred to $97,329,000 of property values of all kinds — mineral lands 
bought many years ago, coal, u'on ore, real estate. This property was 
never appreciated on the books, but is now carried at the ori^al 
cost, witn additions made since 1899. 

Senator La Follette. I think if you wiU just 

Mr. Topping. Since 1899 we have spent in actual cash on new 
construction over $46,000,000. So that if you go back, to answer 
your question by deduction, you can readily see that at least 
$46,000,000 of this was real new money, and with the preferred stock, 
which was $25,000,000, leaves you only about twenty-odd million 
dollars for speculative theory as to the real cash value of the original 
property. This statement 1 think gives you a suggestion of original 
cash value. 

Senator La Follette. Well, I am foUowii^ certain forms that 
have been approved by the Government, and I am going to ask you 
for answers to the questions based upon those. forms. Of couree, 
I accept your answers as you make them. I ask you to state wit'l 
regard to your capital how much of it represents cash actually ii> 
vested, if you can ? 

Mr. Topping. I can not. If you want a direct answer, I will 
answer in that way. 

' Senator La Follette. How much property was put into the 
business ? 

Mr. Topping. That I can not answer because I have not the 
original figures. 
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Senator La Follette. Well, have you any data in the records of 
your company that will fimiish answers to those questions ? 

Mr. Topping. I have not. The only data we have is the total 
property values turned over by the organizere of the company, and 
we have no records beyond what we acquired as a consoudated 
company, Senator. 

Senator La Follette. How much of your capital represents 
patents ? 

iMr. Topping. None. 

Senator La Follette. Trade-marks ? 

Mr. Topping. None. 

Senator La Follette. Secret processes ? 

Mr. Topping. None. 

Senator La Follette. Good will ? 

Mr. Topping. None, except as suggested by previous statements. 

Senator La Follette. I mean secret processes of manufacture, of 
course. 

Mr. Topping. I can not answer your question specifically with 
respect to good will, but it might be said inferentially that the com- 
mon stock of most companies organized 25 years represented good 
will. 

Senator La Follette. How much of your capitalization represents 
readjustment of values of corporate assets? 

Mr. Topping. None. We nave never made any changes in our 
books. 

Senator La Follette. How much of yoiu- capital is capitalized 
surplus or imdivided profits ? 

Mr. Topping. None. 

Senator La Follette. What dividends have you paid in cash? 

Mr. Topping. We have paid since our organization 7 per cent on 
the preferred stock, and dimng the period of the war we paid divi- 
dends on the conunon stock, but never paid any prior thereto and 
are not pajdng any dividend on the common stock now. 

Swiator La Follette. Will you please state for the record, and if 
not able to do so from data before you at this time will you furnish 
it for the record, what dividends you have paid in each of the last 
ten years, Ust stock and cash dividends separately, and show the 
amount and rate of capital stock outstanding? 

Mr. Topping. I think our statement here snows what it is. 

Senator La Follette. Perhaps it is covered, then; but that is 
only for one year, as I understand it. 

Mr. Topping. No; there is a lot of data in here. 

Senator La Follette. Does it go back as far as ten years ? 

Mr. Topping. I am not sure. I think it shows the total amount 
paid out in dividends since we started. 

Senator La Follette. By yourself, is what I mean. 

Mr. Topping. Yes; during my administration. 

Senator La Follette. No; not detailed. 

Mr. Topping. Do you mean for each year separately ? 

Senator La Follette. Yes. 

Mr. Topping. The amount of dividends paid ? 

Senator La Follette. Yes. 
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Mr. Topping. I can very readily compile that for you because it 
would not cover a very wide spread of years, because for a great 
many years we did not earn anything. 

Senator La Follette. What amount have you carried to surplus 
account during each of the last 10 years ? 

Mr. Topping. That would require investigation. I can not answer 
that question offhand. 

Senator La Follette. Will you supply that information ? 

Mr. Topping. Yes, sir; if the committee desire it. 

Senator La Follette. What amount for each year of imdivided 
profits ? 

Mr. Topping. The amount carried to surplus would be undivided 
profits. That would automatically answer that question. 

Senator La Follette. State the amount for each of the last five 
years of the following items, if you are able to, and if not, I will ask 
you to supply the information: Gross sales 

Mr. Topping. We can do that. 

Senator La Follette. Total expenses, total wages, total salari^, 
net profits, after payment of interest and taxes. State for each of 
the past five years the total cost of production per unit, including 
cost of distribution of each commodity that you produce. Will you 
supply us with that data ? 

Mr. Topping. I am not prepared to state whether we care to 
supply that data in the way you want it. 

Senator La Follette. If you can do it, will you ? 

Mr. Topping. What is that information to be used for? 

Senator La Follette. It is to be used for the information of the 
committee in ascertaining what duty you ought to have upon your 
products. 

Mr. Topping. May I make this general statement for your infor- 
mation ? I doubt very much whether there is any steel company in 
America that will show on its combined capital and surplus an 
earning power, on the average, comparable witn that of the average 
trust company or bank of America. I do not believe our concern 
would show over a period of time since its organization an average 
of 8 per cent eamea. I am giving this as an opinion, which I will 
be very glad to verify by the facts, because our statements, when 
filed, will give you this general information. 

Senator McOlt^ber. You mean 8 per cent per annum? 

Mr. Topping. I mean 8 per cent per annum, and I doubt whether 
any of the companies will show that. I am making a general state- 
ment which I believe to be well within the facts. 

Senator LaFollette. My next question is: State the percentage 
of this cost; that is the total cost of production per unit- — 

Mr. Topping. What do you mean by '*prodiiction per unit"? 
I do not undei-stand you. 

Senator La Follette. Did you understand the question ? 

Mr. Topping. I do not understand the term '*cost per unit." 

Senator La Follette. You discussed it; I thought you did. 
State the total cost of production per imit. 

Mr. Topping. I do not understand what you mean by '^cost per 
unit." 

Senator La Follette. I mean each unit of product that you 
produce. 
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Mr. Topping. I want to get it clearly. 

Senator La Follette. I mean if you produce a ton of pig iron 
I want you to state the production cost oi that. 

Mr. TOPPING. Do you mean the individual item of cost covering 
each item of product ? 

Senator La Follette. Yes. 

Mr. Topping. We refer to a unit as a department. I wanted to 
clarify it. 

Senator La Follette. Perhaps 1 am not using just the term you 
use in your business. 

Mr. Topping. I want to understand clearlv what you want. 

Senator La Follette. You do understand now, do you ? 

Mr. Topping. I do. 

Senator La Follette. Then, I ask you based upon that to state 
the percentage of this cost for each of the five j'-ears distributed to 
each of the following items: 

Direct material, direct labor, factory expense, and general ex- 
pense, separately stated. I do not expect you to be able to furnish 
that to me right offhand, of course. 

Mr. Topping. I doubt if we could furnish it to you at any time, 
as much would depend on how our accounts are classified, and, 
furthermore, it would require considerable time and expense. 

Senator La Follette. If you are able to do so, you will, I under- 
stood you to say ? 

Mr. Topping. I will consider what we can do with reference to 
giving you such information as you have requested. 1 do not want 
to commit mvself to giving something that I can not or should not 
give you, without exposing, unfairly, our business. 

Senator La Follette. 1 am going to address a letter to you and 
send you these questions, and ask for answers to them. In that way, 
Mr. Chairman, perhaps I can save some time. 

Mr. Topping. A very large part of what you ask, Senator La Fol- 
lette, will be found in our annual reports as published. 

Senator La Follette. I have not much aoubt but what you will 
answer these questions. 

Mr. Topping. There are some questions that you have asked that 
I can not answer, and some that I would want to consider whether 
it would be fair to answer. 

Senator La Follette. That is your privilege, sir. I have no 
way of compelUng you to answer. If I had 1 would piu^ue this 
course: I would not permit testimony of a witness as to what he 
wants and the partial information he is willing to give to be accepted 
by this coiiimittee and entered in its minutes unless he answerea all 
those questions; and I would require every witness to respond in 
the same way, because it would not be fair for one to do so if others 
did not. 

Mr. Topping. Perhaps it will not be out of the way to say this — 
it is partly in response to Senator La FoUette^s question — that the 
Payne-Alorich bill rates of duty on steel, according to my recoUec- 
tion, are about one-half the Dmgley bill. Now, this Fordney bitf 
is less than the Payne-Aldrich bill imder Schedule 3. 

Senator La Follette. May I ask a question right there ? 
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Mr. Topping. Pardon me; may I finish? 

Senator La Follette. It is right on that point. 

Mr. Topping. So I do not think we are asking you for anything 
that is not fair, in the way of protection. 

Senator La Follette. I want to test your statement bv a question, 
if you will permit me: In making that statement as to wnat the rates 
will be under this bill as compart with the Payne-Aldrich bill, which 
I do not accept as the standard of just rates, by any means, do you 
take into account the ad valorem rates, whatever they may be, in'the 
schedules which affect your production and the American valuation ? 

Mr. Topping. No; in that statement I did not. But I will say this: 
That imder the present law the American valuation appUes, as a court 
of last resort where values are in dispute. So that in measuring the 
influence of the American valuation I do not think either you or I 
could tell specifically just what the difference, between the American 
valuation and the foreign valuation, would amoimt to on any one 
item, because under your present schedule in the Underwood bill 
when you can not determine values abroad you have to come back to 
America to find them. We are now asking you to reverse that situa- 
tion, go to Europe as a last resort. 

Senator La Follette. Substantially all the values are determined 
on the foreign valuation. 

Mr. Topping. I want to follow that up with just one further thought 
and that is this, the Payne-Aldrich bill, while I do not hold it up as a 
perfect piece of legislation, yet so far as it applies to metal schedule, 
it is lower by pretty nearly one-half than the Dingley biU; and if the 
proposed measure stands imchanged as now recommended by the 
House the iron and steel schedule will be below the Payne-Aldrich bill. 

Senator La Follette. But 

Mr. Topping. Pardon me. Let me finish. 

Senator La Follette. But you are making comparisons of bills 
that extend over a period of 20 years. The cost of production in 
that time has been very much changed. 

Mr. Topping. You are hardly fair because I have not finished my 
statement. When the Payne-Aldrich bill was put into effect, the rate 
of wages paid then by the steel people of America, and all other em- 
ployers was about 52 per cent lower than it is to-day; and the freight 
costs for assembling raw materials to-day are 100 per cent more than 
they were in 1914. Take one item, crude pig iron. We have to-day 
about $10.50 in freight charges as against the prewar period of about 
$5. When you think of the great mcrease in the cost of labor and 
freight the proposed bill gives us less protection than any other 
Republican oill. 

senator La Follette. Are you speaking of the Pittsburgh plus 
cost? 

Mr. Topping. I am speaking of our competitive position. Pitts- 
burgh plus. Senator, is nothingmore than a mere yardstick in measuring 
values; a mere convenience to the seller. It has no significance, and 
I have been surprised that it has been made so much of here in 
Washington. 

Senator La Follette. It is to be tested out. 

Mr. Topping. I shall be delighted to see it tested out. You will 
not find anything dark about it. 
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Senator McCumber. Most of these duties that you are discussing 
are specific duties, are they not? 

Mr. Topping. They are specific^ but they are based on a certain 
value of the product under* certam classifications; in other words, 
the Fordney bill provides specific duties for specific values. 

The Chairman. I have been associated with this metal schedule 
since the Dingley bill, and I have never foimd anyone yet that did not 
concede that the duties were more moderate and the reauests more 
moderate than in any other schedule in the bill. I thinK that it is 
only due to the steel industry to make that statement, and I challenge 
any qualification or contradiction of it. 

Senator La Follette. To make a contradiction of it one finds it 
necessary to go into some extended debate. 

The CSaAiRMAN. Yes, sir; and to compare it with the duties in other 
schedules. 

Senator La Follette. Yes; there are other schedules, of course. 

The Chairman. I say, without fear of contradiction, that the metal 
schedule is more modest from the protection point of view than any 
other schedule in the bill. 

Mr. Topping. The ad valorem equivalent of the metal schedule 
would average very little over 15 per cent; and that is very modest 
when you thmk of these raw materials suggesting duties of 200 per 
cent, some of them. 

The Chairman. And I will go further and say that if we were to be 
exposed to practically a free-trade proposition and should let the 
inaustries of the coimtry suffer, the metjJ schedule probably would 
stand without destruction when others would be in a chaotic con- 
dition. They are established. 

Senator La Follette. Yes; that is true and they are protected, in 
part, by freight rates. 

The Chairman. WeU, they have advantages of nature or they 
would not be there. 

Mr. Topping. Our big markets are on the seacoast, the Atlantic, 
the Pacific, and the Gull ; and do not forget we are paying about $3 a 
ton more rail freights to New York than our European competitors. 

Senator La Follette. What is the amoimt oi your exports ? 

Mr. Topping. About 10 per cent of our production the last few 
years. 

The Chairman. Is it not correct that German structural steel 
entered largely into San Francisco and New York in the erection of 
new buildings ? 

Mr. Topping. Quite likely. I show here what German prices are 
and what deUvery cost is to various points along the seacoast. 

The Chairman. Cheaper than from Pittsburgh or from any other 
place now. 

Mr. Topping. I do not remember the exact differences, but prob- 
ably $10 or $12 a ton less than we can produce and deliver steel to 
seacoast points. 

Senator McCumber. A large part of San Francisco was rebuilt from 
German steel shipped from Germany at a cheaper ocean rate than can 
be gotten to-dav. These facts are weU known. 

Senator La Follette. I do not care to ask the witness any more 
questions. I will submit my questions in writing. 
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Mr. Topping. I see by reference to my statement the cost of steel 
laid down in New York on sheet, stnictiu'al shapes (all rail, which is 
$7.60 a ton from Pittsbm^h to New York), is $2.23 a himdred. The 
German price, freight and insiu^ance, exclusive of duty, is $1.47. 
That would make $15 a ton. I said from $10to$12a ton; therefore 
I was well within the facts. 

Senator Simmons. Do you export any part of your structural 
steel products ? 

Mr. Topping. Yes. We larger independent companies, in order 
to pool our expenses for exporting, organized under the Webb Act 
an export company, known as the Consolidated Steel Co. The 
purpose of that was to pool our selUng expenses. Neither one of us 
mdividually having enough capacity to cover the markets of the 
world with a seUing organization, on account of the expense, so we 
pooled our issues under the Webb Act, and in that way managed to 
sell about 10 per cent of oiu* capacity. 

Senator Simmons. What percentage of your structural steel pro- 
duct do you export ? 

Mr. Topping. I can not answer that question offhand, but based 
on our total production of all kinds of steel we have been exporting 
about 10 per cent of our total steel products. 

Senator Simmons. Where do you sell that ? 

Mr. Topping. All over the world. 

Senator Simmons. What is your chief market ? 

Mr. Topping. Canada is the chief market we have. 

Senator Simmons. Do you still sell any in Europe ? 

Mr. Topping. None. They produce their own. It goes to the 
nonproductive points of the world. South Africa, New Zealand, 
Australia, and Japan; some to China and South America. 

Senator Simmons. How much do you sell to Canada ? 

Mr. Topping. I can not answer that question exactly from memory, 
but Canada is by far the largest consumer of American steel in the 
so-called export market. 

Senator Simmons. I imderstood Canada to be the only country 
that you mentioned to which you exported. 

Mr. Topping. No; I mentioned otner countries. 

Senator Simmons. But you very specifically named Canada. 

Senator Smoot. He named the others before you came in, Senator. 

Mr. Topping. I specifically named the other countries. Senator 
Simmons, in answering a previous question. 

Senator Simmons. What proportion of the total do you think you 
send to Canada ? 

Mr. Topping. Of our total of 10 per cent? 

Senator Simmons. Yes. 

Mr. Topping. I should think possibly one-third. 

Senator Simmons. You say tney do pot produce structural steel 
to any extent in Canada ? 

Mr. Topping. I think not, but they are building up an industry, 
and they have not only a protective duty but a boimty as weU. 
On accoxmt of our advantage in quick delivery we have an advantage 
in the Canadian market, on accoxmt of high inland freight from 
sea-coast points on European steel. 

Senator Simmons. Has not Canada some seaports as well as the 
United States? 



Digitized by 



Google 



METALS AND MANUFACTURES OF. 1723 

Mr. Topping. Practically none where they consume steel in any 
(quantity. Their consumption is in the interior, at Montreal, and 
in the West. 

Senator Simmons. Your competitors who ship structural steel 
there have to pay the same freight to those interior points that you 
have to pay, do they not ? 

Mr. Topping. We of the United States have rather an advantage 
over them because we have a straight rail haul where they have an 
ocean haul plus a rail haul. 

Senator Simmons. Who are your competitors in the Canadian 
market ? 

Mr. Topping. The English, the Belgian, and the German pro- 
ducers, and of course othSr American manufacturers. 

Senator Simmons. They are the same competitors that you meet 
here in America ? 

Mr. Topping. Certainly. 

Senator Simmons. Can you give about the proportion of your 
exports of structural steel as compared with the other importations 
into Canada ? 

Mr. Topping. I have not the data before me, and I can not do it 
from memory. 

Senator Simmons. You can not do it approximately? 

Mr. Topping. No, sir; I would not attempt to give you figures 
of that character without looking up the records. 

Senator Simmons. But the fact is jou do meet your foreign com- 
petitors of this country in the Canadian market ? 

Mr. Topping. We do. I see by reference to some data I have 
here that our group of companies exported last year — that is 1920 — 
about 235,000 tons to Canada. 
• Senator Simmons. What country is that? 

Mr. Topping. Canada. 

Senator Simmons. You shipped that much? 

Mr. Topping. Not our company, but our group of companies. 
To Japan about 168,000 tons. The next to that was Mexico, 153,000, 
and ail the other coimtries were in small quantities running from 
34,000 to 80,000 tons per annum, scattered over the globe. So you 
can see that my general recollection with respect to Canada was not 
far wrong. 

Senator Simmons. I do not know whether I quite understood you. 
I understood you to say that you shipi>ed so much to Canada and 
Japan shipped so much to Canada ? 

Mr. Topping. No, sir; I said that the total tonnage that our group 
of companies shipped out of the United States was less to Japan 
than it was to Canada, and I gave you the total tonnage sent to each 
coimtry. 

Senator Simmons. Well, I misimderstood you. 

The Chairman. Is that all, Mr. Topping ? 

Mr. Topping. I have nothiiig further to submit myself, Mr. Chair- 
man, unless there are further questions that you want to ask me. 

Senator McLean. Can you give the committee an idea of the 
number of men employed m the domestic production of these alloys ? 

Mr. Topping. I can not answer that question. Perhaps some of 
the other gentlemen here who will follow me may be able to answer 
that. But the number of men employed in the manufacture of alloys 
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as compared to the number of men employed in the manufacture ol 
steel is a mere bagatelle. ^ They would be lost in the crowd and for- 
gotten. 

Further than that, I would say, as a general proposition, that the 
invested capital necessary to produce these alloy^ as compared to 
the investment capital necessary to produce steel is relatively small, 
as steel production calls for an integrated company owmng raw 
materials, and in many instances transportation, ' because we must 
take care of a large part of our terminal transportation in order to 
provide the service required. Most of the steel companies also own 
steel cars to transport their raw materials, in order to insure service. 
Had it not been for the fact that we owned our own cars during the 
war we would not have had any coal and would have produced very 
much less steel for the Government. To-day those cars are prac- 
tically valueless, as the earning capacity of a car is barely 6 per cent 
per annum. 

Senator McLean. These alloys are imported for the manufacture 
of steel. Is it your idea that the domestic competition in these 
alloys should be preserved? Or would you prefer to buy all your 
alloys from abroad ? 

Mr. Topping. We think that the domestic producers of alloys will 
live under a very much less duty than they are asking for. We think 
they are immoderately asking for protection. They are asking more 
protection on their seniifinisned or raw materials, in other words, 
than we are asking of this committee on our highly finished products. 
Whereas we are asking an average of 15 to 20 per cent, they are 
asking an ad vfJorem equivalent of from 35 to 215 per cent on some 
items. 

My idea is that anyone that produces anything in this country of 
a competitive character and employs labor and fairly needs protec- 
tion in finishing should have reasonable protection; but on raw 
materials, particularly where the supply is doubtful and where the 
bulk of sucn materials must be imported, it is perfectly ridiculous to 
protect such industries. 

Senator McLean. K there were no domestic competition, would 
you not be subjected to foreign prices? 

Mr. Topping. We would not worry about what we would be sub- 
jected to imder a low rate of duty on alloys. If the duty is high we 
may be compelled to produce our own alloys. We may have to do 
so to protect ourselves, if you put too high a rate on these things. 
And that is what we will do, unaoubtedly, if it is necessary to protect 
oiirselves. 

Senator La Follbtte. How much of a factor are these alloys in 
the production of steel ? I mean how much of a factor are they in 
the cost of steel per ton ? 

Mr. Topping. Take the increased tax on ferrosihcon alone. It 
amounts to nearly $2,000,000 per annum. The increased tax on 
manganese amoimts to about $8,000,000. In stating the high spots, 
I mentioned that the principal items were about $24,000,000. 

Senator La Follette. In the production of what types of steel 
is the alloy used ? 

Mr. Topping. I am talking about what we call our ordinary soft 
steel. The higher grade steels use different kinds of alloys, with 
higher prices. 
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Senator La Follette. Take a given ton of steel and give us the 
cost of the alloy that enters into the production of it. 

Mr. Topping. That would vary with the grade of the steel. The 
manganese cost in a ton of steel is about 55 cents per ton of ingots. 
To go through that whole list and give you that information would 
require references. All of my general statements of increased costs 
can be easily verified. I would hardly come before this committee 
and make statements that could not be. 

Senator La Follette.- You say in a general way that the man- 
ganese cost was about 55 cents per ton. 

Mr. Topping. Yes; it might run more, it would depend upon the 
price of the manganese, whether the ferro is $75 a ton or $100. 

Senator McLean. Does the United States Steel Corporation pro- 
duce any of its alloys ? 

Mr. Topping. It produces all of its own ferromanganese and some 
of its other alloys, but while that is true, I can say this in their 
defense, as I have talked with their officials, they have no desire for 
any legislation that would give them preferential treatment. They 
deprecate anything of that cnaracter, and they are, I think, in accord 
with our general tariff views — although I am not authorized to speak 
for them — but as I understand their views, they are quite in accord 
with our general views as expressed here. 

Senator McLean. Naturally, they would prefer to buy their 
allovs abroad if they could purchase .them for less price than they 
could make them for at home. 

Mr. Topping. They can, I think, make them at home for less price 
than they could purchase them abroad, as they own their own 
manganese mines m Brazil. They transport that ore in their own 
bottoms. It is quite easy for the Steel Corporation to operate two 
or three blast furnaces on ferromanganese, whereas a firm the size 
of ours would not consimie the output of even one blast furnace. 
But we might form a cooperative company of two or three concerns 
and put one or two blast furnaces on ferromanganese for Joint use. 
And that is what we would have to do if this bill goes through without 
change, because we could not afford to be at the disadvantage that 
this bill contemplates placing on us, as compared with the cost of 
manganese per ton of steel made by the Steel Corporation. Should 
we import our ore and pay the duty you propose in this bill, and 
manufacture our own ferro, it will be more economical than to buy 
our ferromanganese in the open market. 

Senator La Follette. And pay that duty ? 

Mr. Topping. Yes; and save about $17 a ton on the cost of ferro- 
manganese. 

Senator La Follette. And pay the duty that is named in the 
bill on the ore ? 

Mr. Topping. Certainly; as against buying ferromanganese in the 
metal form. I am tallong now about the preferential treatment 
afforded the blast-furnace* operator who is making ferromanganese 
in that blast furnace instead of making pig iron. 

There is no more reason for putting a duty on manganese ore than 
on the coal which is on the free fist. We think it would be an out- 
rageous thing to do. 

oenator Simmons. My recollection is that when we were making 
the present tariff there was some evidence to the effect that the 
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United States Steel Corporation made its own ferromanganese, but 
would not sell it to other operators. Is that true ? 

Mr. Topping. That is not my understanding. I assume if they 
do not sell it, it is because they make only what they consume. They 

E refer to employ their blast furnaces for a needed pig-iron production. 
>ne reason we do not make ferro is that we need our own blast 
furnaces for pig-iron production. If we can buy our ferro we prefer 
to buy it, but if not we will make it. 

Senator La Follette. What is the production of those alloys in 
this country now? Has it had a perceptible effect on the foreign 
price ? 

Mr. Topping. There are several gentlemen following me who can 
give you better information on that subject. 

The Chairman. There are several gentlemen who will follow Mr, 
Topping and who can speak on that subject. We will recall you if 
necessary, Mr. Topping. We realize that you are an expert. 

BBIEF OF JOHN A. TOPPnro, CHAIRMAN REPUBLIC IRON <fe STEEL CO.. REPRESENT- 
INO THE INDEPENDENT STEEL MANUFACTURERS. 

[Representing Republic Iron & Steel Co., Bethlehem Steel Co., Kidvale Steel & Ordnance Co., Youngs- 
town Sheet & Tube Co., Jones & Laughlin Steel Co., Brier Hill Steel Co., Pittsburgh Steel Co., Sharon 
steel Hoop Co., Interstate Iron & Steel Co., Lackawanna Steel Co.. Gulf States Steel Co., Inland Steel 
Co., Lokens Steel Co., Wheeling Steel Corporation, and Steel & Tube Co. of America.] 

For your information, I beg to state that in appearing before your committee I do so 
as the chairman of the board of directors of the "Republic Iron & Steel Co., and also 
as the designated representative of a la^e group of the independent steel companies. 

I shall address myself in discuasing'H. R. 7456 to Schedule 3, paragraphs 302, 386, 
38&, and 390; Schedule 1, paragraph 47; Schedule 2, paragraph 207; and also refer to the 
general provisions of H. R. 7456. 

As to the imjwrtance of the interacts I represent, it is common knowledge that the 
iron and steel business is the largest single industry in the world. It is also generally 
believed that the phenomenal growth of the iron and steel production in this country- 
has been due lai]gely to the time-honored policy of the Republican Party, which party 
has heretofore given the manufacturing interests of this country not only full protec- 
tion in domestic markets for their finished products, but through its policy of free raw 
materials has made it possible for us to extend our trade in foreign fields. 

The census report of the United States for 1914 credits the steel industry with a 
capital investment of nearly $4,300,000,000, with an annual pay roll of over 
$723,000,000 and a total value of products of $3,223,000,000. Since 1914, under the 
stimulus of war demand, the steel-ingot capacity of this country was increased from 
about 40,000,000 tons to 55,000,000 tons, or an increase of about 37 per cent. Calcu- 
lated on this increase, the present total number of steel employees under full opera- 
tions would closely approximate 1,500,000 people, with an annual pay roll of close 
to $1,000,000,000, based on the 1914 wi^ rates. This total pay roll, however, calcu- 
lated on present wage rates, would bring the total annual wage disbursements to 
approximately $1,500,000,000 annually and the total value of products to approxi- 
mately $3,500,000,000. As a result of this rapid growth in production, whicn was 
overstimulated by war requirements, it is commonly agreed that the present pro- 
ductive capacity of the Umted States is in excess of its normal requirements. There- 
fore if labor is to receive full employment hereafter it will not only be important for 
us to maintain a home demand at 100 per cent, but to seek an outlet for part of our 
surplus production in foreign markets. To make such a pro|;ram possible it will be 
necessary to minimize our cost of production in every possible manner, and to do 
this it will reauire the fullest cooperation not only of capital and labor but of the 
Government, tne railroads, and the shipping interests if we are to hope for any success 
in foreign fields. 

During recent years the average export tonnage sold of iron and steel represented 
about 10 per cent of our total output. I think it may be safely estimated that if we 
are to maintain normal operation of our plants in the future it will now be necessary* 
for us to export ?0 per cent of our present capacity. These figures, I believe, are con- 
servative and seem to me to emphasize the importance of making every possible 
effort, ^vemmental and otherwise, for the protection of domestic trade and for the 
promotion of foreign trade. 

The steel manufacturers had in mind the disturbed economic conditions prevalent 
throughout the world when they discussed informally Schedule 3 with the sub- 
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committee of the Ways and Means Committee of the House of Representatives, and 
while we indicated our willingness to accept both a classification and rates of duty 
under Schedule 3 which averaged somewhat below the Payne-Aldrich schedule, 
we clearly stated that in so doing we must have the Payne-Aldrich free list unim> 
paired in the new tariff schedule and must have as a further measure of protection 
reasonable provision against dumping and undervaluation, and also that provision 
should be made for reaprocity agrjBements for the encouragement of foreign trade. 

The steel manufactiu-ers, Mr. Chairman, in other words, appreciated then, as they 
do now, that the tariff problem is not easy of solution; that to enact a protective tariff 
which will yield maximimi revenue and not antagonize foreign trade is a problem 
which will reauire your best efforts, and we hope that in our discussion of the subject 
we will be able to offer you some practical contribution of a constructive character. 

We are opposed to a number of paragraphs under several schedules of H. R. 7456, 
but we are in full accord with many of its general provisions. We are opposed to 
paragraph 1680 of Schedule 15. and ask that this item oe stricken out. and that barbed 
wire oe placed where we think it properly belongs, under Schedule 3, and made duti- 
able, for the reason that there is no more justification for placing barbed wire on the 
free list than there would be to put any other finished iron and steel products on the 
free Ust. 

We are strongly opposed to the provision of Schedule 1> paragraph 47, and Schedule 
2, paragraph 207; also paragraphs 302, 386, 389, and 390 of Schedule 3. 

Our principal objection to these paragraphs is that increased taxation is proposed 
on imports of these raw materials which will materially increase our cost of prcJiuction. 
While the cost per t<^ of steel as influenced by the \'arious items required for steel 
manufacture referred to in the paragraphs mentioned might appear to be insignificant, 
yet they bulk lai^e when the cumulative influence of these cost additions are con- 
sidered as' a total. In fact, the total increased cost, if imposed, will seriously weaken 
our competitive position. 

We estimate, in other words, that iron and steel costs, by reason of the proposed 
tax on our raw materials, will be increased by the sum of approximately $24,000,000 
per annum, estimated as follows: 



Annual re- 
I quiremonts. 



Tonn. 

Ferrosilicou, 57 per cent 80, 000 

Fluorspar .100,000 

Manganese ore, 48 per cent i 750, 000 

Magnesite i 150,000 

Pig tin 161,949,922 

Zinc (first two years) I i 426, 986, 4 16 



Total. 



Proposed Tax per 

tax. I annum. 



PerUm. \ 

$37.05 S2, 964, 000 

5.00 1,500,000 

10.75 1 8,062,500 

10.00 I 1,500,000 

«.02 ' 1,238,998 

«.02 8,539,728 



23,805,226 



* Pounds. « Pot pound. 



In addition to these items, further coat additions will be made on account of the 
proposed tax on lead. As to what the tax increase on lead will l)e I am not able to 
specifically state, but considering the amount of lead used for roofing plate in the 
steel industry, the increase will add substantially to our total cost. 

A^ide from all questions of cost, these proposed taxei are inequitable and can not 
be supported or jm>tified for the following reasons: 

Fluorspar, Schedule 2, paragraph 207, is a mine or quarry product, the domestic 
supply of which principally comei from southern Illinois and northern Kentucky. 
This product is likewise an item of substantial importation, being imported largely 
by the central western and eastern steel manufacturers. The Illinois and Kentucky 
product, however, finds a market principally in the Central West and other distant 
points from the seaboard. On account of the distance of these mines from the sea- 
board and the protection which they enjov by way of inland rates of freight, they are 
in no danger of foreign competition; in fact, the fluorspar interests have projpered 
heretofore under free trade, and there can be no possible reason for taxing the steel 
producers of the East at the rate of $5 per ton or, as an alternative, force eastern manu- 
facturers to go West to obtain their fluorspar supplies at an increased freight cost, 
which in many cases would exceed the amount of the duty proposed. 

Magnesite, Schedule 1, paragraph 47: Magnesite is also a mine product and is pre- 
pared for use by calcining or burning, the process of treatment being siniilar to tnat 
in the preparation of cement rock for use. Magnedte is also largely used in the manu- 
facture of magnesite brick, paragraph 201, Schedule 2. As to the fabricated magnesite 
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or brick, the rate on this product should be relative to the duty allowed oa other 
gradea of fire brick. There can be no justification, however, for a duty on magnesite 
of $15 per ton, with a compensatory duty on the brick of $15 per ton, plus 10 per cent 
ad valorem. 

The magneeite industry, like fluorspar, has prospered under free trade. The only 
known deposits of the carbonate of magnesia, which is the rock required for calcining 
and which after treatment ib called magnesite, are found in the States of Washington 
and California. A large business during the war was developed by the cjuarries in 
these States, and there can be no question as to their ability to meet foreign compe- 
tition in their natural markets, wmch would be St. Louis, Chicago, Pueblo, and at 
other western points where steel works are located. It would be practically impos- 
sible for imported magnesite to successfully compete with the western producers, on 
account of tne excessive cost for rail carriage from the Atlantic seaboard inland. This 
freight rate from seaboard to Chicago and St. Louis averages approximately^ $10 per 
ton, and to that extent serves as a protective tariff. But all questions aside, why 
should quarried burnt rock, which carries a minimum of labor cost, require more 
protection than mined coal when coked, which carries a much higher labor cost in 
its treatment, or why should the out4)ut of a magnesite mine be entitled to any more 
protection than is accorded the output of an iron-ore mine. In fact, with the general 

groducts of all our mines and quarries on the free list, and consistently free of duty 
eretofore under Republican tariff legislation, we fail to see any reason why these 
products should now be made dutiable. 

We further claim that a duty on magnesite would be an unfair discrimination against 
the smaller producers of steel in favor of the United States Steel Corporation and other 
manufacturers at Chicago, because these western steel works would obtain their sup- 
plies from western domestic mines, whereas the eastern makers of steel would be 
compelled to import foreign magnesite or pay the equivalent increased cost in. the long 
haul from the Pacific coast to Atlantic seaboard. 

The United States Geological Survey published, under date of July 27, 1921, a 
statement of our domestic reserves of mi^esite, the aggregate of which was 3,500,000 
tons; at present rate of consumption this reserve willbe exhausted in 10 years. As 
one of the principal owners of this reserve is the Northwest Magnesite Co.. the proposed 
duty will practically give them a monopoly of domestic supply of tnis important 
refractory. 

Manganese, Schedule 3, paragraph 302: Manganese, heretofore on the free list, is 
even more difficult to justify now as a dutiable product. The only explanation given 
for the change in the schedule on manganese was recently stated on the floor of the 
House of Representatives, viz., that the proposed duty was for the protection of the 
miners in Arkansas, Montana, Georgia, and Florida, but it was not stated on the floor 
of the House why the miners of manganese in these States went out of business when 
the war ended. The reason was not because of free trade in manganese but because 
there was no market for domestic lean and high-silicon manganese ores, when the 
richer foreign products of Brazil, India, and Russia were again available. 

As a war measure, the steel manufacturers used everything and anything which 
would make steel suitable for governmental purposes for the prosecution of the war — 
our main idea was tonnage and service for war purposes — cost of production was for- 
gotten in the interest of output; but with the advent of peace, economic reason quickly 
reasserted itself and forced the abandonment of domestic manganese ores, except for 
such uses as had always been our practice, of using these leaner ores for the production 
of Spiegel. We maintain that if the ferromanganese producer in this country- is to 
prosper he also must have free manganese ores; or, in other words, have the same oppor- 
tunity for obtaining and smelting the richer and cheaper ores found in foreign fields 
as are available to his foreign competitor. The American producer of ferromanganeee, 
in our opinion, is at no disadvantajre with his English, Belgian, and German com- 
petitors, because all these manufacturers of ferromanganese depend upon imported 
ores, principally obtained from India, Russia, and Brazil, and the producers of ferro- 
manganese m this country are at no more disadvantage in meeting competition than 
is the manufacturer of pig iron, whose industry rests largely upon domestic supplies of 
ore and largely so at other points of manufacture in other parts of the world. 

Ferromanganese, the product of manganese ore, is a blast-furnace product— it is 
manganese in the pig form; in other words, it is only entitled to a relative duty to pig 
iron, and there can be no justification in placing a duty on ferromanganese, the finiehed 
product, relatively greater than that accorded pig iron. I f this is done, based on a fair 
difference in cost above the metallic charge, which is about three and a half times that 
of pig iron, which is rated for duty at $1.25 per ton, the maximum duty justified (or 
ferromanganese would be $4.25 per ton, whereas it is proposed to tax this eseential 
product for steel production at the rate of 2^ cents per pound for the manganese 
content, or at the rate of $39.42 per ton. 
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The burden of this extreme tax on ferromanganese would be borne largely by the 
aoudier steel producers of the United States, because our principal competitor, the 
United States Steel C<»rporation, owns its own manganese mines in Brazil, and also 
owns transportation facilities by water and partially by land, and they manufacture 
their own ferromanganese from their own imported ores, because, owing to their lar^ 
consumption, they can afford not only to operate one but several blast funiaces for their 
requirements, whereas the smaller producer of steel would not consume enoudi 
ferromanganese to absorb the output of even one blast furnace, consequently, the 
entire tax burden placed on ferroman^nese would fall on them, because they must 
buy, rather than produce, their supplies. 

Furthermore, the proposed tax on manganese ores to any steel works importing the 
ores would mean a tax on about 2^ tons of manganese ores — the amount required to 
produce 1 ton of ferromanganese — or a total duty of approximately $23.65; whereas 
the smaller steel works buying the ferromanganese or nnished material would pay a 
tax of $39.42, which, in effect, sug^^ests a tax discrimination of $15.77 per ton in favor 
of the United States Steel Corporation and others who produce their own ferromanga- 
nes3, which discrimination places the smaller steel works at a serious disadvantage. 

Aside from all these questions of equity respecting taxes on manganese ore, it is 
generally conceded that our supplies of manganese ores are of exceedingly meager 
proportions and lean in character, and if you place a prohibitive duty on manganese 
you may force the consumer to use the domestic product, which will more quickly 
exhaust our reserves, and therefore, as a matter of conservation or broad governmental 
policy, all of these minerals, such as manganese ores, fluorspar/and magnesite, should 
be kept on the free list, for the protection of our country in times of war, when outside 
sources of supply of these very essential materials required for steel production might 
be shut off. 

As to the balance of the ferro-alloy schedule, others who follow me will discuss these 
items more in detail, >but I desire to make of record my protest against the .adoption 
of the duties proposed under the ferro-alloy sdiedule. I particiflarly desire to em- 
phasize my opposition to the ferrosilicon rate, becauEO this item is one of large im- 
portance to the manufacture of soft steel. The other alloys, however, net specially 
mentioned by me, are of no less importance to the manufacturers of special steels. 
I do not believe it will be contended by the manufacturers of these alloys that they 
employ, relatively speaking, either as much capital or labor as is employed by the 
manumcturers of steel, whose operations are more widely diversified and integrated: 
therefore, it is difficult for us to understand why these manufacturers of alloys neea 
the protection they ask, or why they need even the ad valorem equivalent asked by 
tiie manufacturers of steel, which average less than 20 per cent, whereas the proposed 
alloy duties range from 45 to 215 per cent. 

As to pig tin, paragraph 386; zinc, paragraph 390; and lead, paragraph 389, of Schedule 
3, there can be no justification for increasing our import taxes on these products, from 
a protective standpoint at least. The smelting of tin ores in this country is an industry 
which was established on a free-trade basis, and the only plants operating are located 
on the Atlantic coast and use imported ores. Inasmuch as tin smelters everywhere 
operate under equal conditions as to raw material supplies, there can be no justifica- 
tion for showing preferential treatment to this domestic industry, which has demon- 
strated its ability to live and prosper without protection. 

What is true of pig tin is likewise true of zinc, lead, or other materials, and any 
added cost for these materials through increased taxation will be directly reflected in 
the cost of galvanized fencing, wire, pipe, and sheet-metal products generally, which 
are largely used on the farms in housing construction and for household wares; there- 
fore, increased taxes mean increased cost of living to the great mass of our people. 

Aside from these reasons, any increase in cost would be an added burden, diflScult 
to overcome, in maintaining competition for our exportable surplus, and will bear 
most heavily on the small steel manufacturers, because here, too, the United States 
Steel Corporation produces in part its own zinc supplies and imports both its pig tin 
and zinc in its own bottoms. 

Briefly referring to our labor and general cost conditions, I would state that, owing 
to the upset conditions now existent throughout the world, it is rather difl5cult to 
obtain full data^ but I have compiled some general information on this subject, which . 
1 shall submit if desired. 

As a broad general statement it can not be controverted that a day 's labor in America 
will buy more than double the necessaries of Ufe which can be obtained with a day's 
labor anywhere else in the world, and notwithstanding recent reductions in labor 
costs, wluch have taken place in the steel trade, our present wage scales in the steel 
industry are about 52 per cent higher than during the year 1914, whereas our average 
selling prices are only 33J per cent higher; furthermore, our cost for assembling 
raw materials, due to freight rate advances, are up over lOO per cent, so that to-day 
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the salliog price of pig iron at $20 par ton carries with it freight charges aggregating 
$10.50 par ton. In fact, to-day, with pig iron selling at $20, the maker does not 
realize enough cash to return him the cost of his raw materials and freight bills, he 
being out of pocket as to labor cost and overhead. What is true of pig iron is like- 
wise true of finished products made from pig iron under the iron and steel schedule, 
all of which are B3liing at several dollars per ton below cost of production. 

In other words, the iron and steel business to-day is suffering from the greateet 
depression it has ever experienced, and we must have cost relief in every conceiv- 
able direction. Not only must our raw materials be cheapened but our transporta- 
tion costs must be reduced, if we are to get back to normal business conditions. If 
our raw materials are taxed on the present schedule under H. R. 7456^ we will not, 
owing to high costs, have adequate protection, and Schedule 3 rates wiU have to be 
raised as 'an alternative for taxed steel raw materials. In other words, you must 
pve us free raw materials or increase our iron and steel schedule and revise the 
iron and steel classification. 

It may be stated in this connection that the present world tendency is toward 
protective-tariff measures, with strong preferential features. This is notably true 
of the British possessions, whose colonial tariffs give England a distinct advantage, 
through imperial preferences, in such important markets as Canada, Australia, and 
-South Africa. 

In view of this situation, we strongly indorse the bargaining clause of H. R. 7456, 
which empowers the President of the United States to negotiate reciprocal treaties 
for the promotion of foreign trade where sufficient trade advantages can be obtaincKd 
to justiry tariff concessions by us. 

We also heartily approve of the bounty clause in H. R. 7456, as a reasonable measure 
of protection to home industry, against the unfair competition caused by foreign gov- 
ernmental bounties in favor of forei^ products. 

We stronglv approve of the Amencan valuation plan as a prevention against fraud 
and undervaluation and also because the American valuation plan provides for pro- 
tection against the unfair competition brought about through a dislocation of rates of 
exchange, which rates are now from 25 to 95 per cent discount below prewar normal. 

1 woifld further state that without the protection of the American valuation plan the 
rates of duty for iron and steel under Schedule 3 of H. R. 7456 are not protective. We 
do not agree with the opponents of the American valuation plan, who have condemned 
this feature of 11. R. 7456, and who claim the administrative features of the plan are 
not practical. We, on Uie other hand, believe the administrative features of tnis plan 
can be easily made operative without confusion, because we believe that it will be 
easier to obtain the necessary data for appraising market prices at home than it now is 
to obtain market prices in foreign countries. 

In this connection may I not remind you that under the present law of 1913 para- 
graph K requires that all appraisements snail be based on the actual market value and 
wholesale price of merchandise at time of exportation in the principal markets of the 
country from whence products have been imported, and when values can not be satis- 
factorily ascertained, paragraph h of the law of 1913 provides that our appraising 
officers, after having failed to obtain cost of production at place of exportation, may 
appraise such or similar imported merchandise at not less than such or similar products 
are actually sold or freely offered for sale in the usual wholesale quantities in the 
United States in the open markets, less cost of transportation and insurance, subject 
to a deduction for commissions or profits not to exceed 6 to 8 per cent. 

It would therefore appear that as a practical measure the present law recognizee 
American valuation wnen other methods of valuation fail, thus emphasizing our 
claim that American values are more easily ascertained than are values and costs in 
foreign countries; therefore, why not apply the American valuation as a primary 
method of determining values rather than as a last resort method, as the law of 1913 
provides? 

The iron and steel industry, both on account of its size and importance as related to 
many otJier industries dependent upon it, has always been r^arded as the "key 
industry,'* and therefore, struggling as we are in our efforts to get back to normal, 
would it not be fatal to future prosperity to reverse our past tariff policy, which has 
heretofore given us free raw materials and prosperity, by a change so irau^t with 
danger to business success as is now proposed by taxing these raw materials. 

Sdpplemental Brief. 

Foreign and domestic labor prices are difficult of comparison, owing to the differ- 
ence in classification, and also difficult to compare for the reason that foreign cunency 
values, on an international exchange basis, differ from the purchasing power of the 
mark, English shilling, and franc in their home markets. 
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Afl a broad general etatement, in comparing rates of wages with our principal com- 
peting countries, Germany is lowest; England, perhai)6, highest; Belgium and 
France, averaging less than England. 

From general information, German rates, figured on a gold dollar basis, seen to be 
about 80 cents per day for common labor, although under date of June 21, 1921, Mr. 
Charles G. Duboise, president of the Western Electric Co., stated, measured in gold 
dollars, the general average cost for labor in the metal trades of Germany, as near aa 
he could figure it, was about one-sixth of the American wage basis; this would mean 
a base rate of about 60 cents per day common labor. 

The only detailed wage scale wmch I have been able to obtain is one submitted 
under date of July 9, 1921, by Samuel H. Cross, American attach^ at Brussels, who 
reports the following schedule ciurent at that time in the iron and steel industry of 
Belgium: 

The wages per hour in francs paid the laborers in the iron and steel industries are 
as follows: 



BOILER WORKS. 

Bridge work: Francs. 

Tracera 2.90 

Fitters 2.60 

Riveters 2.60 

Machine tool by opidrators 2.55 

Laborers 2*10 

Boilermakers 2.50 

Boilers: 

Tracers 2.90 

Fitters 2.65 

Riveters 2.60 

Machine tool by operators 2.65 

Laborers 2.10 

Boilermakers 2.50 

Forges: 

Laborers 1.90 

Smiths 2.50 

Stampers 2.00 

STBBL WORKS. 

Thomas converters: 

Gupolahands 3.05 

Smelters 3.15 

Retort hands 3.15 

Streets: 

Heaters 4.17 

RoUers 4.19 

Miscellaneous hands 2. 02 

Open hearth: 
At ovens — 

Founders 3.09 

Furnace hands 3.05 

Laboreis 2.75 

Boys L58 

Casting — 

Founders 2.42 

Furnace hands 2.38 



STEEL WORKS — Continued. 

Open hearth — Continued. 

Casting — Continued . Francs . 

Laborers 2.31 

Boys 1.43 

Stamping and rolling: 

Rollers 3.60 

Heaters 3.58 

Hammerers ^ . . . • 4. 33 

Masonry: 

Masons 2.97 

Laborers on masonry 1. 83 

BLAST FURNACBS. 

Founders 2. 30 to 2. 50 

Laborers 2.48 

Overseers 2. 38 

CONSTRUCTION SHOPS. 

Turners 2.60 

Planers 2.45 

Millers 2.60 

Drillers 2.60 

Borers 2.40 

Mortisers 2.50 

Mechanics 2. 55 

FOUNDRY. 

Molders 3.00 

Cone makers 3.00 

Modelers 3.00 

Chippere 2.50 

Mechanics 2. 70 

Lab or ers 2 . 35 

Apprentices, according to age 0.50-1. 60 



This schedule of wages, on a 10-hour basis, indicates that common labor is paid at 
the rate of about $1.50 per day, or approximately one-half of our present minimum 
rate of 13 per day. 

"WTiile the labor cost per ton naturally varies with the various products, yet I think 
it is conservative to say, as a general statement, that not less than 85 per cent of the 
total cost of iron and steel products is labor. If maximum continental labor rates are 
only one-half our rates, it can readily be seen that the cost difference at the Belgian 
or Eneiifih works for steel products is far below oiu* cost of production. 

Aside from our disadvantage in labor cost, we have a further difference against us 
in the all-rail cost of freight from Pittsburgh of $7.60 per ton, while ocean rates are 
from $4 to $5 per ton, or a total difference in favor of continental £iux)pe to the Atlantic 
coast of from $2.60 to $3.60 per ton. 
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The proposed rate of duty on these various products, as you will observe, ranges 
from $6 to $10 per ton, whereas our increased cost, due to higher labor and freight 
rates, is far in excess of the proposed rates of duty. 

This general statement clearly indicates that the difference in freight and labor 
alone is serious, but if to these disadvantages you take into account the exchange 
situation, our position, teom a competitive standpoint, both at home and abroad, is 
precarious indeed. 

The Kiel Institute of World Economics recently published in their publication **The 
Weitwirschartliche Nachrichten" the following: 

*' Based on the returns from 20 cities, the compilation shows that in the textile in- 
dustries wages of spinners had risen from 0.43 marks per hour in the first quarter of 
1913 to 3.14 in February, 1920, an increase of 630 per cent. For machinists in the 
steel trade the hourly average wage of 0.63 marks in July, 1914, had risen to 3.52 
marks in February, 1920, an increase of 459 per cent. In the building trade, the 
increase had been from 0.65 to 3.60, a rise of 454 per cent. 

"In the month of February, 1920, the exchange market value of the German p>aper 
currency was less than one-twentieth of what it had been under the prewar gold valua- 
tion, and the average of cost of living in the same German cities, as calculated by the 
same publication, had advanced 523 per cent above the average of July, 1914. This 
would appear to indicate that in some German industries wages have actually increased 
more than cost of living, but that in others the increase in wages has been much slower 
than in the living costs. The estimate for January, 1921, is that the average cost of 
living was then greater by 840 per cent than before the war, but there has also been 
increase in wages during the last year.'* 

The practical analysis I make of this statement is that the German machinists earned 
in 1914 in gold marks, for 10 hours work, $1,499 per day. This machinist earns in 
1921, 41 cents per day, but if we credit the worker with the difference between the 
international exchange gold value of the mark, one-twentieth or 95 per cent discount, 
with its domestic purchasing power, which, through governmental price r^ulation, 
increases the mark's value to perhaps three times its gold value, the total machinist 
wage would be $1.23 per day, whereas the American low-grade machinist employed 
by steel makers, earns $5.35 gold, or over four and one-third times the German rate. 

While the general tendency with us is toward lower wages, it is not believed that 
wage rates will or should sink to the 1914 basis, as they have done in Germany, where 
labor costs are less than one-fourth of ours. Our general wage rate, based on $3 per 
day for ordinary labor, is now 53 per cent above 1914, which advantage is comparable 
to an advance in living cost of probably 55 per cent. 



Wages paid in steel works now generally in effect in the United States^ compiled by Republic 
Iron <k Steel Co. {Valtey district), Aug. 16, 1921. 



By-product coke works: 

Heater (ovens) 

Pusherman (ovens). 
Blast furnaces: 

Bottom fillers 

Top fillers 

Keepers 

Bessemer plant: 

Metal wheelers 

Iron tappers 

Vesselman 

Steel pourer 

Heater 

Roller 

Open-hearth works: 

Melter 

First helper 

Second helper 

Heater, steel mills. . 

Roller, steel mills. . . 
Brown Bonnell works: 

Heaters 

Rollers , 

Catchers 

Spike cutters 

Shafting works , 



Number 


Hours 


of men. 


per day. 


2 


12 


4 


12 


38 


12 


22 


12 


14 


12 


30 


8 


21 


8 


9 


8 


3 


8 


3 


8 


3 


8 


4 


12 


28 


12 


28 


12 


2 


12 


3 


8 


( 3 


8 


1 « 


lOi 


I 10 


12 


/ « 


lOJ 


10 


12 


10 


lOi 


8 


12 


12 


10 


53 


10 



Average 

waees 

per day. 



15.28 
4.31 

3.96 
4.26 
4.56 

6.92 
&51 
7.38 
8.96 
7.13 
9.15 

12.53 
&61 
5.93 
9.53 
9.18 

ia48 
11.02 
9.64 
19.30 
17.60 
8.96 
7.70 
3.96 
3.29 
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Wages paid in sUd worhs now generally in effect in the United StateSy compiled by Republic 
Iran 4r Steel Co, ( Valley dietricl)y Aug. 16^ 19;?i— Continued. 





Number Hours 
of men. per day. 


Average 

waees 

per day. 


Tabe works: 

Wdders, socket sh<^ 


12 m 
36 11 
12 11 
6 11 
6 11 
68 11 
88 11 

2 • 12 

27 8 
27 8 
27 8 
27 8 

3 8 
3 8 
3 8 
3 8 

24 12 
15 12 

201 10 
42 10 
17 10 
64 10 
67 10 
57 10 
64 10 
47 10 
33 10 

110 12 
132 12 
14 12 
91 12 
14 12 

26 8 
26 8 
24 8 
40 8 


$7.49 


Tappers, socket shop 


5.43 


Wdders, B. W. F 


9.90 


Benders, L. W. F . 


5.22 


Welders, L. W. F 


10.80 


Pipe catters, B. W 


5.67 


Pipe cuttars,L. W * 


6.12 


Picklers, galvanizlDg deportment 


4.38 


Sheet mills: 

Rollers^.. , 


23 72 


neat^rsi 


10.88 


Cotchtrs" 


9.05 


Pair heaters 


7.56 


Jobbing mill: 

Roller 


23.80 


Heater 


14.48 


RoughOT. 


7.84 


Catcher 


7.84 


Cold rolling 


4 46 


Annealing department 


4.76 


Occapation: 

Machinists 


5.35 


Blacksmiths 


6.15 


Pattern ma kers 


5.79 


Carpenters.. 


4.37 


Pipefitters 


4.29 


Boiler makftrSr - . -, ., 


4.70 


Millwrights 


4.80 


Masons ... 


0.56 


Roll tmno^ 


6.17 


Electricians: 

Motor inspectors 


4 42 


Cranemen 


4.91 


Switchboard.... '. 


4.32 


Engineers, stationary 


4.57 




4.21 


Standard locomoti\ e^: 

Engineer 


6.00 


Firemen 


4 52 


Conductor 


5.SA 


BrU^kemen ....r^-rr -, r^-',r'rT--r-,^^-,TTTT'-.-,-, r-- 


5.20 







BASIS OF PRICES USED — RATES CURRENT AUGUST 18, 1921. 

For your information I beg to submit a schedule of comparative prices of various iron 
and steel products taken on a basis of f. o. b. Pittsburgh for domestic prices, as com- 
pared with f. o. b. mill foreign prices at various shipping ports — British, Belgian, and 
German— as follows: 

Prices/, o. b, shipping ports, 
[Rate of exchange, £1-13.66]. 





British. 


Belgian. 


German. 


Pitts- 
burgh 
price. 


Plates 


$1.96 
1.80 
1.39 
3.47 
3.63 
2.86 

14.21 
3.10 
3.35 

38.43 
3.59 
2.24 


$1.35 
1.39 
1.30 
3.27 
3.59 
1.63 

13.75 
2.20 
2.37 

32.94 
2.37 


$1.26 
1.26 
1.26 
2.94 
3.06 
1.39 


$1.85 


Shapes :.;.::..;...: :.;.:.:.:.::::::::::::::::;:::::: 


1.86 


Bits 


1.7& 




3.60 


No. 24 galvanized flnlsh"sheets 


3.65 


No. 24 plain black sheets 


2.85 


107 pounds tin plate. 


15.26 


wirip nails 


2.04 

2.12 

31.11 

2.24 


2.75 


QilTanlied wire , 


3.20 


Heary rails 


47.00 


Qalvanixed barb wire 


3.40 


Blue innealed sheets 


2.40 












» Per box. 
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I also submit herewith a schedule of comparative freight and insurance rates from 
European points, together with schedule ot all-rail freight rates from Pittsburgh to 
our various seacoast markets, such as Boston, New York, Baltimore, New Orleans, and 
San Francisco: 

Freight rates and insurance (per 100 pounds) to Boston, New York, Baltimore, New 
ChrleanSy San Francisco, Seattle, 





England. 


Belgium. 


Germany. 




Freight. 


Insur- 
ance. 


Freight. 


Insur- 
ance. 


Freight. 


Insur- 
ance. 


Platas 


$0.25 
.25 
.25 
.27 
.27 
.27 
.33 
.27 
.27 
.30 

4.00 


SO. 01 
.01 
.01 
.03 
.03 
.03 
.04 
.02 
.03 
.03 
.15 


$0.20 
.20 
.20 
.25 
.25 
.25 
.33 
.27 
.27 
.30 

4.00 


SO. 01 
.01 
.01 
.02 
.02 
.02 
.04 
.02 
.03 
.03 
.15 


SO. 20 
.20 
.20 
.25 
.25 
.25 
.33 
.27 
.27 
.30 

4.00 


SOlOI 


Shapes .". 


.01 


Bars 


01 


Galvanized corrugated sheets 


.02 


Galvanized flat sheets 


.02 


Flat black sheets 


.02 


Tin plate 


.04 


Wire nails 


.02 


Galvanized wire 


.03 


Galvanized barbed wire 


.08 


Rails (per gross ton) 


.15 







These rates are approximately the general rates; on large toimages it would be possible to shade these 
ites 2 cents to 5 cents per 100 pounds or 50 cents to $1 per gross ton. 



rates 



Rales used from Pittsburgh, 





Per 100 
pounds. 


Rails 
(per 


New York ... 


SO. 38 
.38 

,m 

.51 
1.66 
1.66} 

1.05 
LOS 


S5.74 


Boston 


5.74- 


Baltimore 


&32 


New Orleans '. 


7.87 


San Francisco 


37.33) 
37.33i 

21.00 


Seattle 


Rail and water: 

San Francis^ 


Seattle : 


2L00 







The following schedule shows the cost of iron and steel delivered at our various 
seacoast cities, free of all charges, exclusive of duty, from European pOTts, as com- 
pared with similar prices quotaljle f. o. b. Pittsbu^ with all-rail freights added 
to similar points of delivery: 

Prices c, i.f, (per 100 pounds) — Not duty paid. 





United 
States. 


English. 


Belgian. 


Qennan. 


NEW YORK AND BOSTON. 

Plates 


S2.23 
2.23 
2.13 
3.98 
3.93 
3.23 
5.80 
3.15 
3.38 
3.80 

52.74 


S2.22 
2.06 
1.65 
3.77 
3.93 
3.16 
4.65 
3.39 
3.65 
3.92 

42.58 


SI. 56 
1.60 
1.01 
3.54 
3.86 
1.90 
4.15 
2.49 
2.67 
2.70 

37.09 


$1.47 


Shapes 


1.47 


Bars 


L47 


No. 24 galvanized corrugated sheets 


3.21 


No. 24 galvanized flat sheets 


3.83 


No. 24 flat black sheets 


1.66 


Tin plate, 107 pounds 




Wire nails...... 


2.33 


Galvanized wire 


2.42 


Galvanized barbed wire .... 


2.57 


Heavy rails (gross ton) 


^26 
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BALTDfOBZ. 

Plates 

Shapes 

Bars 

No. 24 galyanised oomupetted sheets. . . 

No. 24 ealvanized flat sheets 

No. 24 Sat black sheets 

Tin plate, 107i>oaiids 

WirenaOs 

Galvanized wire 

Galvanized barbed wire 

Heavy rails (gross ton) 

NEW 0BLXAN8. 

Plates 

Shapes 

Bars 

No. 24 galvanized cormgated sheets. . . 

No. 24 galvanized flat sheets 

No. 24 flat black sheets 

Tin plate, 107 pounds. 

Wlre^nails....;. 

Galvanized wire 

Galvanized barbed wire 

Heavy rails (gross ton) 



United 
States. 



$2.18* 
2.1a, 
2.0»f 

3.18, 
6.75 
3.10 
3.53) 
3.75J 
52.32 



2. 364 
2.36, 
2.20, 
4.06, 
4.01 
3.36 
6.02 
3.30 
3.5U 
3.06 
64.87 



English. 



$2.22 
2.06 
1.65 
3.77 
3.93 
3.16 
4.65 
3.39 
3.65 
3.92 

42.58 



2.22 
2.06 
1.65 
3.77 
3.93 
3.16 
4.65 
3.39 
3.66 
3.92 
42.68 



Belgian. 



$1.56 
1.60 
1.61 
3.54 
3.86 
1.90 
4.15 
2.49 
2.67 
2.70 

37.09 



1.56 
1.60 
1.61 
3.54 
3.86 
1.90 
4.15 
2.49 
2.67 
2.70 
37.09 



German. 



fl.47 
1.47 
1.47 
3.21 
3.33 
1.66 



2.33 

2.42 

2.57 

35.26 



1.47 
1.47 
1.47 
3.21 
3.33 
1.66 



2.33 

2.42 

2.57 

35.26 



8KATTLK AND 8AN FRANCISOO. 

Plates 

Shapes 

Bars 

No. 24 1^ vanized conxigated sheets 

No. 24 galvanised flat sheets 

No. 24 flat black sheets 

Tin plate, 107 pounds 

Wire nails 

Galvanized wire 

Galvanized barbed wire 

Heavy rails, gross ton 



United States. 



AUraU. 



$3.5U 
3.51, 
3.41 , 
6.26, 
6.21, 
4.61, 
7.88 
4.63 
4.66) 
6.15 

84.38 



Rail and 
water. 



English. 



Belgian. 



$2.90 


$2.22 


2.90 


2.06 


2.80 


1.65 


4.65 


3.77 


4.60 


3.93 


3.90 


3.16 


6.60 


- 4.66 


3.87 


3.39 


4.05 


3.65 


4.50 


3.92 


68.00 


42.58 



German. 



$1.56 


$1.47 


1.60 


1.47 


1.61 


1.47 


3.54 


3.21 


3.86 


3.33 


1.90 


1.66 


4.15 




2.49 


2.33 


2.67 


2.42 


2.70 


2.67 


37.09 


35.26 



Current rates of xntemaMonal exchange, Saturday, Aug. 20, 1921. 
RANGE OF RATES, SIGHT EXCHANGE. 





High. 


Low. 


Final. 


Friday's 
flnal. 


London 


$3.66f 
7.744 
4.291 

31.08 
1.18 

12.97 


$3,651 
7.73 
4.27J 

30 98 
1.16} 

12.91 


$3.66 
7.74 
4.27) 

31.02 
1.17 

12.94 


$3,651 
7.74 


Paris 


Rome 


4.31 


Amsterdam .. .. 


31.03 


BerUn I *..!.'..!...'. 


1.19 


Madrid 


12.94 
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Parity of exchange is given as reported by the United States Mint, except in coun* 
tries with a silver standard, where parity fluctuates with the price of ^ver. 



EUROPE. 





Satur- 
day. 


Week 
ago. 


Year 
ago. 


sterling (par, M.86| per sovereign): 

Demand .. .... 


3.66 
3.66i 
3.62} 
3.60| 

7.74 
7,74i 

4.27* 
4.28 

7.58i 
7.60 

1.17 
1.17J 

.12 

1.20 

1.21 
7.73 

16.40 
16.45 

1.55 
1.56 

5.62 
5.65 

31.02 
31.04 

:^ 

13.35 
13.40 

■z 

1.22 
1.23 

2.32 
2.33 

12.94 
12.95 

21.37 
21.42 

16.91 
16.93 


3.66} 
3.66 
3.62 
3.60| 

7.81 
7.811 

4.39* 
4.40 

7.80* 
7.61 

i.m 

1.18 

.12* 
.13 

1.23 
1.24 
7.47 

1&85 
15.90 

L55 
1.56 

5.70 
5.73 

31.13 
3L15 

.27 
.27* 

.61 
.61* 

12.95 
1.3.00 

.06 

1.29 
1.30 

2.45 
2.46 

12.93 
12.94 

21.05 
21.10 

16.90 
16.92 


3.64i 
3.«5 


Cables \ !.'.. ...;!'.!...! 


Commercial, 60 days 


3.50) 


Commercial, 90 days 


3.57* 


France (par. 19.3 cents per franc): 

Demand 


7.27 


Cables 


7.28 


Italy (par, 19.3 cents per lira): 

Demand 


4.«H 
4.99 


Cables 


Belraum (par, 19.3 cents per franc): 

Demand 


7.80 


Cables 


7.81 


Germany (par, 23.8 cents per mark): 
Demand. • . 


2.17 


Cables ^ 


2.19 


Austria (par, 20.3 cents per crown): 

Demand 


.51 


Cables 


.5S 


Czechoslovakia (par, 20.3 cents per crown): 

Demand 


LSI 


Ckbles 


1.83 


Paris ^ 


7.74 


Denmark (par, 26.8 cents per krone): 

Demand 


15.10 


Cables 


15.20 


Finland (par, 19.3 cents por finmark): 

Demand 


3.10 


Cables 


3.15 


Greece (par, 19.3 cents per drachma): 

Demand 


12.00 


Cables 


12.05 


Holland (par, 40.2 cents per florin): 

Demand 


33.125 


Cables 


33.25 


Hungary (par, 20.3 cents per crown): 

Demand 




Cables 




Jugoslavia (par, 20.3 cents per crown): 


1.19 


Cables 


1.21 


Norway (par, 26.8 cents per crown): 

De mand 


15.10 


Cables 


15.20 


Poland (par, 23.8 cents per mark): 

Do mand 




Cables 


.43 


Rumania (par, 19.3 cents per leu): 

Demand 


Z20 


Cables 


2.23 


Serbia— Belgrade (par, 19.3 cents per franc): 

Demand. 


4.65 


Cables 


5.00 


Spain (par, 19.3 cents per peseta): 

Demand 


15.08 


Cables 


15.12 


Sweden (par, 26.8 cents per krone): 

Demand 


2a 60 


Cables 


20.70 


Switzerland (par, 19.3 cents per frtnc): 

Demand 


l&6ft 


. Cables 


16.72 
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Satur- 
day. 


Week 
ago. 


Year 
ago. 


China (cents per sflver dollar for Hongkong; per tael for Shanghai and 

Hongkong, d^maind ............... . a . ^ , . . 


51.00 
51.10 
76.00 
72.60 
73.00 

25.50 
26.75 

48.50 
48.75 

82.25 

48.50 
48.75 


51.75 
51.85 
75.00 
72.00 
72.50 

24.25 
24.60 

48.00 
48.25 

32.25 

48.60 
48.75 


76.50 


Hongkong, cables 


76.60 


Pfiking^ demand . ^ . .... 


117.50 


flhf(.ngTMii, demand ..... x .. . 


109.50 


Shanghai, cables 


110.00 


India (C^oitta, cents per rupee, nominally stabilized at one-tenth of a 
pound sterling): 
Demand 


36.00 


Cables 


36.50 


Philippine Islands (Manila: Par, 60 cents per sflver peso): 
De^nand x .. . 


46.26 


Cables 


46.60 


Java (par, 40.2 cents per florin): 
Demand 




Japan (par, 40.8 cents per yen): 

Demand 


51.25 


Cables 


51.60 







SOUTH AMERICA. 



Argentina (par, 42. 44 cents per Argentine paper dollar): 

Demand 


20.875 
30.00 

1Z375 
12.60 


80.00 
30.125 

12.25 
12.375 


38.60 


Cables 


88.66 


Braxfl (par, 32.45 cents per paper milrels): 

Demand 


21.00 


CaUes ; 


21.10 







CANADA. 



Montreal (pcur, 100 cents per Canadian dollar): 
Demand 




87.7 



RUSSIAN CURRENCY. 

Prices for prerevolution Russian ruble notes were as follows (par, 51.40 cents perruble): 



lOD-ruble notes, per ruble . 
600-ruble notes, per ruble. 




Ad valorem equivalents of iron and steel products, as compared with the ad valorem 
equivalents for raw materials used in steel manufacture found under Schedules 1 
and 2, and ferro-alloy supplies, under Schedule 3: 



Ad valorem equivalents. 



Steel bars: ^^^ ^^ ^■"•• 

Valued 1 to 1 J cents 

Valued up to 24 cents 

Valued up to 3} cents 

Wire rods, not over 4 cents per pound 

Plain wire tTT.^VtV 

Barbed wire 

Pipe, not under f-inch diameter 

Pig iron 

Rails, seven-fortieths of 1 cent 

Plates, 1 cent per pound and over 

Sbeetr. 

Valued 3 cents and less 

Lighter gauges 

^^^ Do 

Structural shapes, seven-twentieths of 1 cent per pound.. 



Market 
value of 
produc- 
tion. 



Per ton. 
135.00 



45.00 
55.00 
78.00 
67.50 
2a 00 
45.00 
38.00 

6a 00 



86.00 



Rate of 
duty. 



Per ton. 
16.00 

laoo 

16.00 
6.00 
15.00 

uaoo 

15.00 
2.60 
3.50 

laoo 

9.00 
11.00 
15.00 

7.00 



Percent 
duty. 



17 
20 
23 
14 
27 
14 
22 
12 
8 
26 

15 



10 



^ Proposed rate. 
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• 

Ad valorem equivalents. 


Market 
value of 
produc- 
tion. 


Rate of 
duty. 


Psrocnt 
duty. 


RAW MATSBXAL8 AHD ALLOTS. 


Per ton. 
$12.50 
70.00 
65.00 
17.00 
42.00 
«.2(H 

«.04J 

5L00 

a2.(R) 

s 10. 4^-1.50 

«.14 

95.00 

230.00 

i6.0(M».00 


Per ton. 


90 


^erromanganese. . ..... . ... . ... . ... . 




45 


FeiTMdlicoh ... . ..... ... . . . 




S7 


Fluorspar 




30 


Mafrnf^ti^ 




35 


?^!!!^;::::::::::;:;;::::::;::;::;::::::::::::::::::;::::;:::::;;:;: 




10 


Zinc 




80 


^irift nre (mbject nno content) . ................. 




50-100 


Lead....'....' 1 




80 


Lead ore 




60 


Ferrrnnniybd^mnn 




Si 






196-215 


^errochrome 




30 






45 


Ferroatanium 




45 






45 









> Proposed rate. * Per pound. 

Income account of Republic Iron 6c Steel Co. 

QUARTER ENDINO If ARCH 31, 1921. 

Net earning from operations after deducting charges for maintenance 
and repairs of plants, amounting to $704,058.58, and provision for 
excess-profits taxes, etc $470,242.01 

Interest and income rrom investments 51, 255. 37 



Provision for depreciation and renewal of plants $177, 796. 76 

Provision for exhaustion of minerals 54, 845. 01 



521,497.38 



232,641.77 



Net profits for the quarter 288, 855. 61 

Deduct interest on bonds and notes 184,244.57 

Net profits applicable to dividends 104,611.04 

Provision for dividends during the quarter: 

Preferred stock, 1} per cent $437,500.00 

(Common stock, IJ per cent 450, 000. 00 

887,500.00 

Deficit for the quarter 782,888.96 

Dividends payable: Preferred, April 1, 1921, to stockholders of record March 16, 
1921; common. Slay 2, 1921, to stockholders of record April 22, 1921. 

Our fiscal year ends December 31, and these results are subject to change at the 
end of the year, when the accounts are finall]^ audited. 

Unfilled orders on hand, finished and semifinished: March 31, 1921, 121,498 tons; 
December 31, 1920, 198,678 tons. 

QUARTER ENDING JUNE 30,1921. 

Net loss from operations, after deducting charges for maintenance and 

repairs of plants, amounting to $367,127 $508, 447. 22 

Interest and income from investments 54, 872. 85 

453,674.37 

Provision for depreciation and renewal of plants $175, 675. 33 

Provision for exhaustion of minerals 30, 155. 03 

206, 830. 36 



Netlops 669,404.73 

Interest on bonds and notes 224, 269. 16 

Net loss for quarter 883,673.89 

Provision for dividends during the quarter : Preferred stock, 1} per cent . 437, 500. 00 

Amoimt deducted from surplus 1, 321, 173. 89 
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Dividends payable: Preferred, July 1, 1921, to stockholdere of record June 17, 1921. 

Our fiscal year ends December 31, and these results are subject to change at the 
end of the year when the accounts are finally audited. 

Unfilled orders on hand, finished and semifinidied: June 30, 1921, 97,265 tons; 
March 31, 1921, 121,498 tons. 

Anntud earrwngB, Republic Iron <fe SUel Co, 





Dividends. 


Earnings. 


Gross 
volume of 
business. 


Undivided 
surplus. 


Outstanding capital 


Percent 
earn- 


Year. 


Common. 


Preferrad. 


Common. 


Preferred. 


ings on 
com- 
bined 
surplus 

and 
capital. 


1911 




$1, W) 

no 
1, no 

no 
1, no 
4, no 
1 no 
1, no 
1 no 
1 no 


$1 142 

2 177 

3 no 

1 '48 
3 119 

14 163 

15 97 
7 04 

2 97 
7 02 


125,638,005 
32,319,774 
31,937,059 
21,366 249 
29,916,229 
52,844,018 
78,325,461 
.75,224,110 
45,872,346 
76,342,220 


15 U8 

6 ^78 
6 78 
t !90 
8 154 
18 551 
30 «8 
35 162 
33 m 
37 i71 


127 no 
27 no 

27 no 
27 no 
27 no 
27 no 
27 no 
27 no 
27 no 
3G no 


$25,000,000 
25,000,000 
25,000,000 
25,000,000 
25,000,000 
25,000,000 
26,000,000 
25,000,000 
25,000,000 
25,000,000 


3 


1912 




4 


1913 




5 


1914 




2 


1915 




6 


1916 

1917 

1918 

1919 

1920 


•407,865 
1,631,460 
1,631,460 
1,632,687 
1,800,000 


21 
19 
9 
2 

8 




7.9 



NoTB.— Per cent earnings on gross volume of business, 13 per cent. 
German steel works' earnings. 
[Iron and Coal Trades Review, London, England, Aug. 12, 1921.] 



Name of company. 



Net profits. 



1919-20 1920-21 



Dividend on ordi- 
nary shares. 



1919-20 1920-21 



Donnersmarck Hutte 

Kaiserslantem Iron Works. . 
J. Rattigeber (wagon works) 
R. WolfCo^ Ma^eburg. . . . 
ConoQcdia Hutte 



£144,000 
28,000 
87,000 
155,000 
25,000 



£102,000 

94,000 

222,000 

580,000 

96,000 



Per cent. 
15 

1? 

15 
6 



P<ro0K. 
10 
12i 
21 
15 
10 



The annual earnings, figured on the combined capital and surplus of the Republic 
Iron & Steel Co., average slightly less than the estimated statement given your com- 
mittee, the actual figures shoeing 7.9 per cent. The percentage of earnings on the 
CToss volume of sales averages approximatelv 13 per cent. When it is considered 
that this average includes tne war period, when earnings were abnormal, it will be 
convincingly evident that the average profits from iron and steel manufacture is less 
than that realized by banking and other enterprises and lees than that realized by 
German steel manufacturers. 

8TATB1CBNT OF C. A. BUCK, VICE PRESIDENT OF THE BETHLBHBX 
STEEL CO., BETHLEHEM, PA. 

Mr. Buck. I have come to address you, gentlemen, especially on 
raw materials. Our company is not taking exception to the duties 
on the finished product; provided the American valuation plan is 
established in the law, we are perfectly willing to accept the duties on 
the finished steel products. 

Senator Simmons. How much do vou estimate that the American 
valuation plan is worth to you in tne form of potential protection, 
imder the Fordney bill ? 
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Mr. Buck. The American valuation plan would probably protect 
lis 30 or 40 per cent. 

Senator Simmons. By itself? 

Mr. Buck. By itself. 

Senator Simmons. So that the American valuation plan adds 30 or 
40 per cent to the Fordney duties ? 

Mr. Buck. Yes, sir. 

Senator La Follette. What is your relation to the Bethlehem 
Steel Co. ? 

Mr. Buck. I am vice president of the Bethlehem Steel C!o. 

Senator La Follette. What is your post-office address? 

Mr. Buck. Bethlehem, Pa. The alloys in which we are interested 
we believe should be on the free list, and we believe in a nominal duty 
that would protect the manufacturers of these alloys in this country. 
There is an excellent opportunity for this country to go much more 
seriously into the manufacture of alloys. Many of them in the past 
have come from Europe. Geographically this coimtry is as well 
located as Europe for the makmg of ferromanganese; prior to the 
war 50 per cent came into this coimtry from abroad. 

We believe that we ought to make our ferromanganese, because 
the orimn of the raw material is Brazil, India, and 'ifiirkey ; and the 
only advantage that the European has had — ^principally the English — 
has been in taking their ores to home ports as ballast in connectioii 
with their merchandising in these countries. It particularly applies 
to manganese and also to chrome ore. 

We do not believe that the high duties on alloys mentioned in the 
bill are warranted, and we recommend free ores. 

AJarge element in the cost of the manufacture of alloys is, natu- 
rally, fuel. It takes large quantities of fuel to reduce these refractory 
ores — ^manganese, chromium, tungsten, and silicon. The labor is the 
smaller element, because it takes but a few men to run a blast or 
electric furnace. Fifteen or twenty men, for instance, make 200 
tons of ferromanganese in a day; a smaller number of men are re- 
quired on the electric furnace. So that a nominal duty upon these 
alloys, we believe, is advisable and would permit this country to make 
the alloys instead of our buying them abroad. 

Senator Simmons. Does your company produce any of those 
allovs? 

Mr. Buck. Our company is a manufacturer of ferromanganese. 
During the war it made its own ferromanganese. 

I desire to subscribe to what Mr. Topping stated relative to the 
differential between the duties on manganese ore and ferromanganese. 
The duty, of 1.2 cents per pound on manganese contained in the ore 
when converted into ferromanganese imposes a cost of about $21.50 
per ton on the manganese contained in the ferromanganese. The 
duty of 2.2 cents per pound of manganese in ferromanganese imported 
into this country imposes a duty of $39.42 per ton on ferromanganese. 
These variable duties on manganese in manganese ore as compared 
with the manganese in ferromanganese gives an advantage to the 
manufacturer importing manganese ore over the consumer importing 
-ferromanganese of $39.42 minus $21.50, or $17.92 per ton of ferro- 
manganese. So we ask for free manganese ore. 
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Senator Simmons. You say that by making it you have an ad- 
vantage over the manufacturer who does not make it, but buys it 
from Europe, of about $17 a ton? 

Mr. Buck. Yes. 

Senator Simmons. Does that mean that you can produce it in this 
coimtry for $17 a ton less than these other coim tries ? 

Mr. Buck. No, because the other countries do not have any duty 
upon manganese ore. 

Senator Simmons. I thought you were talking about the advantage 
that the American producer of steel products had. 

Mr. Buck. Buying from the domestic manufacturer, not the 
foreign manufacturer. I may have mii^stated that. Senator. 

Senator Simmons. I understood you to say that a man who bought 
from a foreign manufacturer would have to pay for his ferromanganese 
about $17 a ton more. 

Mr. Buck. Yes, $17 a ton more. 

Senator Simmons. Then the man who made this ferromanganese 
in this country would have to pay 

Mr. Buck. The man who made the ferromanganese in this country 
would manufacture his ferromanganese at $17 a ton less than the 
man who had to buy foreign ferromanganese. 

Mr. Topping. Inasmuch as I made tnat statement, Mr. Chairman, 
may I interject this ? 

The Chairman. Yes, sir. 

Mr. Topping. It is the difference. Senator, between the cost of 
ferromanganese which I buy in this market from either Mr. Buck's 
companv or any other company and the cost of producing it. It is 
the pre/erential treatment oetween the operator of the blast fmnace 
who makes his own manganese and the little consxmier, the little 
steel maker, who has to buy it in the open market in this country. 
That is what it means. It is preferential treatment in favor of the 
big man to the exclusion of the little fellow, which is wrong. 

Senator Simmons. In other words, if you make your ferroman- 
ganese it costs vou very much less than the ferromanganese would 
cost the man who has to buy from abroad. 

The Chairman. I would like to ask Mr. Topping while he is on 
his feet what percentage of the steel industry in the United States 
is in operation now as compared with the recent maximum activities ? 

Mr. Topping. I think it would be a maximimi percentage to say 
that 25 to 30 per cent of our capacitv is employed. In the case of 
our own companies we are runnmg about 20 per cent. 

The Chairman. In normal times you employ over 1,000,000 men? 

Mr. Topping. About a million and a half. 

The Chairbian. How many are now employed? 

Mr. Topping. It would be about 300,000 as against a million and 
a half, a 20 per cent basis. 

Senator La Follette. Do you mean in normal times or in war 
time? 

Mr. Topping. I mean that would be approximately the total 
number employed in our mines, mills, etc., irom the mines to the 
finished operation. 

Senator La Follette. In normal times ? 
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Mr. Topping. Yes. That is based on the census returns of 1914, 
And I have allowed, Senator, in making that statement, for the 
growth during the war, which was about 35 per cent. 

The Chairman. Big concerns like the Bethlehem and the Midvale 
are down to their minimum of employment, are they t 

Mr. Topping. Absolutely. They are nqt doing enough business 
to pay to keep the organization together. We would be better oflF, 

S gentlemen, to-day, if we were shut down 100 per cent. We are. 
osing money on every pound of steel that we are producing. There 
has never been a period in our history — and I have been in the steel 
business since 1878, and in all that time, during the depression of 
1893 and various other depressions from 1908 on, when, owing to 
the fear of the Underwood bill it reduced us to very severe condi- 
tions in this country, as you remember — during that whole period 
the state of depression was not comparable to the present condi- 
tions. 

The Chairman. It would be cheaper for you to shut up entirely^ 
but you remain open in order to hold your men together 

Mr. Topping. We are doing it. Senator, to keep our organization 
and keep a good many of them from starving. In some cases, in the 
Northwest and in our Alabama fields, we are feeding people at our 
commissaries where they can not perform any work themselves. 

The Chairman. I wanted to present this to the committee because 
the committee is continually hearing about the great hardships of 
the agricultural interests and the other interests throughout the 
country, and I have stated frequently that the industries in the great, 
manufacturing centers are even harder up than the agricultural 
interests. 

Mr. Topping. I think they are, beyond any question of a doubt. 

The Chairman. And there is more starvation and misery and lack 
of employment prevailing. 

Mr. Topping. With 6,000 men or more that we employ in the 
Northwestern ranges— in Michigan, Wisconsin, and Mimiesota — we 
have not a mine in operation. They are all shut down tight. We 
have not a coal mine in Pennsylvania in operation — ^not one. We 
have not a coal mine or an ore mine in Alabama in operation. 

The Chairman. And those men' are walking the streets imem- 
ployed ? 

Mr. Topping. Yes, sir. We have ordinarily 12,000 men employed 
in Ohio. I do not think that we have to-day 2,000 men employed 
in the whole State. 

The Chairman. How many men does your concern employ nor- 
mally? 

Mr. Topping. About 15,000. 

The Chairman. Have you any objection to stating how many 
you are employing now ? 

Mr. Topping. I would say about 3,000, all told, as a maximum. 

The Chairman. As against 15,000? 

Mr. Topping. Yes, sir. 

The Chairman. And I know that that is true with respect to 
many very large concerns in Pennsylvania. 

Mr. Topping. Yes, sir. 

Senator Calder. Do you mean that 15,000 was your prewar force ? 
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Mr. Topping. I mean that would be our capacity running nor- 
mally, 90 per cent or 100 per cent operation. We say 95 per cent 
is 100 per cent theoretically. Ninety per cent would be a good nor- 
mal operation. 

The Chairman. I am dad of the opportunity to bring out this 
point, in view of all the ttuk about profits and one thing and another, 
the abject conditions in the world s great industries that have been 
existing for many months and are continuing without any hope of 
improvement. 

^nator Simmons. I would like to ask a question. You say that 
is because you have no markets for your product ? 

Mr. Topping. I did not say the cause of it, Senator. 

Senator Simmons. Is that the cause of it ? 

Mr. Topping. I will tell you what I think is the cause of it, if you 
want me to express an opinion. 

Senator Simmons. Yes. 

Mr. Topping. I think it is due to the fact that the cost of fabri- 
cating steel, due to the high cost of labor, in transportation, in build- 
ing trades, and in various other activities, is so high — on a war peak 
practically — that they can not afford to use steel. 

I will illustrate that by making this statement: If you were going 
to put up a steel building in Washington, an office building, and I 

fave you free of cost the structural steel necessary to put up that 
uilding, you could not afford to build it to-day, because only about 
12 per cent of the cost of that building would be steel. The balance 
is labor, brick, mortar, and freight charges. 

Senator Simmons. Therefore you have lost your customers? 

Mr. Topping. Therefore we have lost our customers, because the 
customers can not afford to use steel, because the cost of fabricating 
it, or putting it into useful forms, is so great that the pubUc will not 
buy tne fabricatedproducts. You have got to lic[uidate the costs 
of this material. We can not afford to pay war freight rates and get 
down to a good basis. It is selling to-dW at 66§ per cent below the 
prices current in January, 1921. Think of it. And still we are 
paying 53 per cent more for labor than we did in 1913, with the costs 
of the steel close to the value in 1913. 

Senator Simmons. I think you are giving the real reasons for it. 

Mr. Topping. I think I am. I thiii I faiow. 

Senator Simmons. The question I was asking you was if that was 
not the result of a loss of customers. You have given the reasons 
why you have lost vour customers. The question I am asking your 
opinion about is whether you have not lost your customers m the 
foreign market to the same extent that you have lost your customers 
in the domestic market. 

Mr. Topping. The same causes operate all over the world. Senator, 
naturally. 

Senator Simmons. Exactly. All I want to present is that it is not 
the tariff; it is other conditions. 

Mr. Topping. Those are operating causes, but they are not the 
whole and sole cause. You can not apply your thought as being 
the conclusive and sole influence that brings about this depression. 

To my mind, the big factor in our home market is that oiu* values 
have not been stabilized. To-day a farmer can take a bushel of 
wheat or a bushel of com and buy as much steel in poimds of nails 
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as he could in 1913. It is not true that the steel man can buy as 
much labor as he could for $1 in 1913, and it is not true that he can 
buy as much transportation. Our freight costs are double; and with 
regard to the suppUes necessary in steel production our dollar is a 
5(^cent dollar again. Yet we are selling oiu* product on practically 
a prewar basis, hoping to stimulate a demand by cheapening our 
product. The labor cost is the prohibitive factor against the use of 
steel, plus the cost of freight. 

Senator Simmons. You nave lost your business for the same reason 
that the cotton farmer has lost his. You have protection; he has 
none. His cotton does not coromand the price tnat it would com- 
mand in normal times, because he has not the domestic consumers 
nor the foreign consmners. He has lost a large part of his domestic ' 
consumers and a large part of his foreign consumers 

Mr. Topping. I do not agree with you. 

Senator Simmons. Because they are shut down, not operating 
their mills. 

Mr. Topping. I do not agree with you, because the cotton farmer 
of the South has no competition, substantially. This is the sole 
source of supply of the world's cotton, in a substantial sense, whereas 
in our business we are only a 60 per cent factor in the world's pro- 
duction of steel. 

Senator Simmons. You are in the same position as the cotton man, 
as I imderstand you, practically. 

Mr. Topping. We are influenced to a greater extent by the factors 
I have recited than the cotton man is. His business may be poor 
here, but good somewhere else. 

Senator Simmons. The difference is that you can shut down. 

Mr. Topping. I beg your pardon. We can not shut down. 

The Chairman. He just said he could not shut down. 

Senator Simmons. I imderstood you to say that a large nimaber of 
your employees are out of work ? 

Mr. Topping. That is not a voluntary act on our part, Senator. 

Senator Simmons. I know it. You are forced to it. 

Mr. Topping. You say we can shut down. So can the farmer. 

Senator Simmons. You are not continuing your operation to the 
same extent that you did before the war. 

Mr. Topping. We can not shut down. Our expenses would eat 
us up. When the farmer shuts down he eats up nis surplus crop. 
That is all that happens to him. 

Senator Simmons. The farmer can not shut down. 

Mr. Topping. I was born on a farm, Senator, so I know something 
about it. 

Senator Simmons. He has to continue operating his farm 

Mr. Topping. I grew up on a farm. You can not tell me anything 
about farming. 

Senator Simmons. I am glad to hear it. That accounts for your 
splendid success. 

Mr. Topping. Part of my family are still farming. 

The Chairman. Now, Mr. Buck, will you resmne ? 

Senator La Follette. Mr. Topping, one question: Were you 
called as a witness before the Lockwood committee ? 

Mr. Topping. No, sir; I was not. 
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Senator La Follette. Was anybody from your company ? 

Mr. Topping. No, sir. We are not interested in that particular 
branch of the structural combination over there. 

The Chairman. Now, Mr. Buck, will you resume the continuity of 
your remarks ? 

Mr. Buck. We have an iron-ore mine in Pennsylvania, the largest 
one in Pennsylvania. It is shut down completely now for the first 
time since 1857. 

The Chairman. That is the '* Liberty"? 

Mr. Buck. That is the Cornwall mine, near Lebanon. It is shut 
down now for the first time since 1857. These mines are shut down 
completely and everybody is out of work except a small organization 
left there 

The Chairman. I was there when the Underwood bill was passed, 
and the wives of the employees assembled to demand a change in 
the law. It was a pitiful sight to see the distress prevailing tnere. 

Senator Simmons. They h^ been pretty well indoctrinated in the 
falsehoods of protection. 

The Chairman. They were indoctrinated in the truths of starva- 
tion. 

Senator Simmons. They thought that what you were telling them 
was more or less true, but it turned out that it was not. 

Mr. Buck. Take the duty that is recommended on f erromanganese, 
about $39. I can say with assurance — because we contracted in 
1915 for ferromanganese from abroad — we bought it for 15 years 
prior to the war for between $35 and $45 a ton. There is no natural 
advantage that Europe has in the manufacture of ferromanganese 
that we do not possess, except the labor situation, which is not an 
important factor, the principal cost being the cost of the ore and the 
cost of the fuel in all of tnese alloys. So we would like to see a 
nominal duty put upon ferromanganese. 

The Chairman. How many men were employed in the Bethlehem 
Steel Co. in normal times ? 

Mr. Buck. I think, Senator, we had about a hundred thousand 
men emiployed. 

The QoAiRMAN. How many are employed now ? 

Mr. Buck. We estimate that about 20 per cent of our plants are 
in operation. 

Tne Chairman. The rest of the men are absolutely without em- 
ployment ? 

Mr. Buck. They are idle to-day. 

The Chairman. And without any means of making a living ? 

Mr. Buck. That is correct. 

Senator McCumber. To what extent have wages been reduced in 
your establishment since the higher prices and during the war period ? 

Mr. Buck. We have reduced our wages something less than 40 per 
cent since the highest peak during the war period. 

Senator McCumber. Can you give us an idea of what your general 
w^es are that are now paid to your labor ? 

Mr. Buck. We paid common labor 42 cents. We have common 
labor to-day down to 27 cents an hour. 

Senator Smoot. That is, common labor ? 

Mr. Buck. That is common labor. Other rates were reduced pro- 
portionately. 
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Senator McCumber. What percentage of your labor is that which 
you denominate common labor, receiving 27 cents ? 

Mr. Buck. I should say that is not over 10 per cent of our labor. 

Senator La Follette. The other labor has been reduced rela- 
tively? 

Mr. Buck. Yes, sir. 

Senator McCumber. I want to get at what you pay the other labor, 
the diflFerent classes. 

Mr. Buck. What are the rates, you say? 

Senator McCumber. Yes. What are you paying now ? 

Mr. Buck. Take the shipyards — about 70 cents. 

Senator McCumber. An hour ? 

Mr. Buck. Seventy cents an hour is the rate there. In the ma- 
chine shops 50 to 60 cents an hour. 

Senator Simmons. Is that skilled labor ? 

Mr. Buck. Sldlled labor, skilled mechanics, of which we have great 
niunbers, they being machine-shop operators. 

Senator La Follette. Did you say 60 cents for machine-shop 
operators ? 

Mr. Buck. Fifty to sixty cents. 

Senator Simmons. Is the American production of ferromanganese 
adequate to the American demand ? 

wr. Buck. It never has been, Senator. Up xmtil 1914 about 50 
per cent of it was imported. About half of the ferromanganese was 
miported. 

Senator Simmons. What is the fact now ? 

Mr. Buck. There are no importations. The banks of the steel 
companies and the banks of ferromanganese manufacturers are well 
pilea up. They have a year or more supply. 

Senator Simmons. You are not importing any at all now ? 

Mr. Buck. There is practically no importation of ferromanganese 
to-day; practically none. 

Senator La Follette. Had you finished ? 

Mr. Buck. Yes, Senator. 

Senator La Follette. You stated not long ago to Senator Penrose, 
the chairman, that normally you employed about a himdred thousand 
men? 

Mr. Buck. Yes, sir. 

Senator La Follette. And that you now employ about 20,000 ? 

Mr. Buck. About 20 per cent of them are employed. 

Senator La Follette. Of the 20,000 men now employed what 
number are paid 27 cents per hour ? 

Mr. Buck. I think about 10 per cent of them, the common labor. 
I am taking that purely from memorv, Senator. I think that is true. 

Senator Calder. Has your labor been reduced ? 

Mr. Buck. Yes, sir; from a high rate of 42 cents until it is down 
now to 27 cents. 

Senator La Follette. How many hours a day do the men work ? 

Mr. Buck. The men work 10 hours a day. In the machine shops 
they work 8 hours a dav. 

Senator Simmons. What were you paying common labor before 
the war ? 

Mr. Buck. Forty-two cents. 

Senator Simmons. Before the war ? 
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Mr. Buck. Oh, before the war I think we were paying about 18 
cents, in 1914. I think it was about 18 cents. 

Senator Smoot. Is most of the labor foreign ? 

Mr. Buck. Practically all the labor is foreign. It is Hungarian, 
Slav and Magyar, Italian, Portuguese, and Mexican. 

Senator Simmons. Are the bulk of them naturalized ? 

Mr. BuoK. No. Not a large percentage of them are naturalized. 
Of course as we curtail our labor we keep our American citizens, 
and the foreigner is out of work to-day. It was always a small 
percentage, but the American in our district is the mechanic. Dur- 
mg the war you could not get American labor. It was foreign labor 
that you got, and a good deal of it was Mexican and Portuguese. 

Senator Simmons. Taking the whole steel industry, could you give 
the committee an idea of what per cent of common labor is foreign 
labor? 

Mr. Buck. No, sir; I do not beUeve I could answer that. I do not 
know that I have seen any statistics. 

Mr. Topping. It runs about 70 per cent. Senator. That is based 
on a poll taken during the war which I happened to be interested in. 
That is approximately a correct statement for the whole industry. 

Senator liA Follette. And for normal times? 

Mr. Topping. The same condition. It is practically unchanged. 

Senator La Follette. How was it before the war? 

Mr. Topping. I do not know. We had no poU at that time. We 
took a poU during the war for a purpose. I do not think there has 
been any change since the war to any material extent. I think that 
would be an approximately correct statement to-day. 

Mr. Buck. 1 nave in my plea made a request for no duty on fluor- 
spar. We have always had as oiu* source of material the by-product 
from the lead mines oif Great Britain. It is a by-product and we have 
used it for years. 

Senator Simmons. We had a gentleman here the other day urging 
very strenuously a pretty good duty on fluorspar. 

Mr. Buck. The only reason I have to offer for that, Senator, is that ' 
we are geo^^phically not well located to the sources of fluorspar 
which exist in Kentucky and Illinois, and we have a higjher transpor- 
tation charge and have always had a high transportation charge to 
the Atiantic coast. It does not interfere with the general fluorspar 
business 

Senator Simmons. He was an American and a producer, and he 
wanted protection. You are an American and a consumer of that 
product, and you think it oiight not to be protected. 

Mr. Buck. We are not objecting to a nominal protection. 

Senator Simmons. I thought you said you thought it ought not to 
be protected. 

Mr. Buck. We are rather objecting. Senator, to anything that will 
add to the cost of our steel. We are trying to get back, as we think 
the country is, to ''normaJcy." This is one of the increments that 
are interfering with our business. Anything that adds to the cost of 
steel 

Senator Simmons. Why should you think that you are more enti- 
tled to protection than the man who came here last week, a producer, 
and asked protection on what he was interested in ? That is imfin- 
ished product. 

81627— 22— BOH 3 ^10 
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Mr. Buck. Only because we do not think there ought to be a 
geographical penalty put upon the consumer resulting in the preven- 
tion of the use of the conunodity. 

Senator Simmons. I thought the whole aimunent was, with the 
geographical location of the mines in the United States or the industry 
m tne United States, there was no reason why one man should be 

fiven protection in one section of the country and another man pro- 
ucing the same thing should not have any protection in another 
section of the country. 

Mr. Buck. Irrespective of where the source of the material 
might be ? 

Senator Simmons. Yes. 

Mr. Topping. May I interject something else at this point? 

The Chairman. Yes. . 

Senator Simmons. It seems to me this witness ought to take care 
of himself - 

The Chairman. They are all together, as I understand it. 

Senator La Follette. There is no question about that. 

Mr. Topping. Inasmuch as I appeared before the committee on 
August 5 and filed a protest against fluorspar as well as magnesite, 
and being interested as a OTOup, the reply comes to my mind that 
answers your question rawier more clearly, I thought, than Mr. 
Buck's statement, and I would like to make it if the committee will 
indulge me. 

Senator SnrMONS. I have no objection. 

Mr. Topping. He is not asking for free trade on fluorspar. He i3 
asking for the same treatment as to fluorspar that you accord him 
under the present law, or under the proposed law, on limestone and 
all other fluxes that he mines himself. 

Senator Simmons. If he is not asking for it I am badly mistaken. 

Ml*. Topping. We are asking because we have free trade on coal. 
Coal is on the free list, and we have had limestone on the free list. 
Fluorspar is nothing more than a limestone in another form. Why 
should you protect fluorspar and not protect limestone ? We do 
not want it. We want free raw materials. We want free raw mate- 
rials that we produce ourselves, our iron ore and coal and limestone. 

Senator Simmons. The point of my inquirv was, why should not 
the man who produces free raw material not nave protection against 
his foreign competitor just to the same extent as you have ? 

Mr. Topping. We object to your giving preferential treatpient to a 
fluorspar man when you do not give us preferential treatment on our 
limestone. 

Senator Simmons. Suppose we give protection to all of the pro- 
ducers of raw materials. Do you object to that? 

Mr. Topping. Those crude products do not need protection. 

Senator Simmons. That is the point. You say they do not need 

Erotection, but they say they do. These fluorspar men have been 
ere and tiiese graphite men have been here. Tney make the same 
argument. You come here and say they ought not to have pro- 
tection. 
The Chairman. Now, Mr. Buck, if you will conclude. 
Mr. Buck. I would like to add magnesite to the list of i:aw materials 
that should be permitted to come into the country free. There is a 
duty of $16 a ton proposed in this bill on magnesite. 
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Magnesite, prior to 1914, was produced and shipped into this 
country at $15 a ton. We have magnesite in the State of Washing- 
ton. The cost of transportation of Washington magnesite to the 
eastern steel industry is practically $15 a ton. We believe that we 
should not be forced to double the cost of this refractory which is 
used for the bottoms and for the linings of furnaces, because it will 
drive the steel maker to usin^ an inferior product in the east, that is, 
dolomite, which does not satisfactorily serve this purpose and is not 
economical. 

That is all that I have to submit to the committee. 

Senator La Follette. I would like to ask a question or two. 
Mr. Buck, you stated that you were reduced to about 20 per cent of 
your normal emplo^fonent of labor ? 

Mr. Buck. Yes, sir. 

Senator La Follette. To what do you attribute that reduction in 
labor and, consequently, in the production of steel ? 

Mr. Buck. We naturally do not have a market for our products. 
We think that transportation is an important element that has added 
to the cost of these products. I do not know of any better way to 
tell you about the influence of transportation on plants located as 
we are, in the East, than to tell you that the cost of assembling the 
raw materials to make a ton of pig iron is as great as the cost of the 
pig iron was in 1914 — $12 to $14 a ton is the cost of assembling our 
ores, coal, and limestone to make a ton of pig iron. That naturally 
has increased the cost of the basic elements that go into steel making 
very greatly. Another element which is important is the one which 
Mr. Topping referred to, and that is the erectors, the contractors 
who were consumers of this steel, have not brought down their wages. 
It is not at all imusual to see a dollar an hour being paid to the steel 
erector. 

Senator La Follette. Has your company refused to sell to some 
of these fabricators where they employ imion labor ? 

Mr. Buck. I do not think so, Senator. 

Senator La Follette. Did not your Mr. Grace so testify before 
the Lockwood conmiittee in New York City? 

Mr. Buck. I do not know just what Mr. Grace testified to. I was 
not present. I do not know what his speech was. I do not think 
we refused to sell to anybody. That is the knowledge that I have. 

Senator La Follette. I had some recollection of having seen such 
a report of his testimony. 

Mr. Buck. There is a great deal of gossip in the papers always, 
and always exaggerations of that character made. 

Senator La Bollette. It attracted a good deal of attention at the 
time, as I remember it. 

Mr. Buck. I do not think we could afford not to sell steel generally. 
We are too much interested in disposing of our steel. 

The Chairman. Is there anything further? 

Senator La Follette. The 42-cent rate for common labor which 
you were paying was for what year or what years ? 

Mr. Buck. I should sav, 1919 and 1920, up until the beginning of 
ibis year. It may have been two or three years. Senator. 

Senator La Follette. What was the price paid per hour for that 
labor, say, back in 1910 and 1911 and 1912, and along there? 

Mr. Buck. I think, in 1912, about 18 cents. 
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Senator La Follette. It ran along about the same rate for a 
good many years ? 

Mr. Buck. Yes, sir; 15 to 16 cents was the rate of labor for a 
number of years. 

Senator La Follette. That is all, I think. 

BRQBF OF C. A. BXTOK, VIOB PRBSIDBHT OF TKB BBTHLBKBM STBBL 00^ 

BBTHLBHEM, PA. 

We believe the proposed duties on finished steel products in the metal schedule 
to be fair and equitable to the steel industry in general provided the American valua- 
tion plan is accepted. It is only certain raw materials and certain alloys that are 
practically raw materials that we wish to call to your attention. We believe these 
products should be on the free list: 

Ferro-alloys: These are alloys of iron and certain other elements. They are used 
in the manufacture of certain high-grade steel to give qualities of hardness, tough- 
ness, etc. Some of the more important ones are ferromanganese (discussed sepa- 
rately under manganese ore), ferrochromium, ferrotungsten, ferro vanadium, ferro- 
silicon, etc. Nickel and nickel alloys (par. 385) can be added to the list as their 
uses are the same. 

We would recommend that only nominal duties be put on these materials and that 
the ores from which these materials are made be put on the free list. Our reasons 
for these requests are: 

1.* Ferro-alloys are essentially raw materials, being the first product resulting from 
the smelting of the various ores, this generally being done in the electric furnace. 

2. The ores of most of the metals in this group do not exist in the United States in 
commercial quantities. As to this feature reference may be made to some of these 
elements in detail. 

Chromium: Only low-grade chromium ores exist in the United States. These occur 
in California, and their use in the steel industry is practically prohibitive on account 
of their leanness and their cost when the freignt on waste matter in the ores is con- 
sidered. No rich chrome ores were developed during the exceedingly high war 
prices. The deposits in California are too low grade to be of importa^ice in peace 
times but would form a valuable emergency reserve in time of war. 

Tungsten: The case of tungsten is much like that of chromium. In using up our 
tungsten reserves we are consuming a relatively low-grade reserve of very moderate 
tonnage in competition with rich ores of very large tonnage that occur in Peru, China, 
the Malay States, etc. 

Nickel: No nickel deposits exist in the United States, and a high duty on the 
crude forms of nickel (metallic nickel and nickel alloys) is a hardship on the steel 
industry. 

Manganese t)re and ferromanganese (par. 302): Manganese is absolutely essential 
in the steel industry, and about 17 pounds of manganese are used for every ton of steel 
produced. This importance makes the subject worthy of special mention. We are 
not in favor of a duty on manganese ores, but do not object to a duty on ferromanganese 
for the following reasons: 

1. Experience has shown that even imder the inducements of very high prices 
the United States is entirely unable to supply its needs of manganese ore. Our 
deposits are of low grade and are so scattered as to be of little importance to the 
American steel industry. These facts have been brought out in so many investiga- 
tions that they do not need repetition here. About all that can be said as to American 
deposits is that they would form a small emergency reserve in case foreign supplies 
should be shut off by a future war. 

2. Putting manganese ore on the free list and imposing a nominal duty on ferro- 
manganese would tend to increase the importation of the crude ore and would allow 
any steel company to buy its ore^ abroad and make its ferromanganese in the United 
States. 

3. Foreign manganese ores exist in great abundance in Brazil, Turkey, and India. 
A duty on manganese ore will certainly tend to make Germany, and more especially 
England, the principal ferromanganese producing countries. They did enioy this 
business before the war and a great part of our ferromanganese was bought from 
England. Thus, in the years 1908-1914, inclusive, we imported more ferromanganese 
than we made — 640,000 tons imported as against 610,000 made in the United ■States. 

4. The exports of manganese ore from the countries mentioned above form an 
important part of their commerce. This is especially true of Brazil, which country 
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is the most natural source of manganese ore for the United States. It would seem 
entirely possible that in case manganese ore is made to pay a high duty some of the 
preferential agreements which the United States now enjoys may be abrogated by 
the countries interested. This would certainly be to the disadvantage of our foreign 
trade. 

5. Geographically the United States is as well located for ferromanganese manufac- 
ture as any coimtry in the i^ orld . Ferromanganese is not made in any of the countries 
producing large quantities of manganese ore. Like iron ore, manganese ore invariably 
goes to a location possessing good coking coal where it is smelted into ferromanganese . 

Inducements should be made in this tariff for the manufacture of ferromanganese 
in this country. This can be done by admitting the ores free of duty and by putting 
a nominal duty on ferromanganese. In this way we will offset the advantage Europe 
now has in the matter of ocean transport on ores from India, Turkey, and Brazil to 
European points. 

6. England in normal times enjoys a distinct advantage in ferromanganese pro- 
duction over the United States. The reasons for this are summarized in Tariff Infor- 
mation Surveys on the ferro-alloy industries (U. S. Tariff Commission, 1921 p. 69). 
Any tariff on manganese ore will increase this advantage. 

Fluorspar (par. 207): Fluorspar is an essential material in the steel industry, being 
the only satisfactory flux for open-hearth furnaces. For many years a considerable 
part of our requirements has been im]>orted, mostly from England. 

The tariff on fluorspar will be a distinct hardship on eastern steel manufacturers on 
account of the high freight rates applying from Kentucky and Illinois. We believe 
the reserves in those States to be ample, but also believe that steel plants located in 
the East will be at a distinct disadvantage as compared with Chicago and Pittsburgh. 
The freight rates at present are as follows: From Kentu(;ky-Illinois, field to Chicago, 
$3.60; from Kentucky-Illinois, field to Pittsburgh, $5.60; and from Kentucky-Illinois, 
field to Bethlehem, $8. 

It is to be noted that the American, fluorspar industry- will apparently flourish 
without tariff protection. So many new uses are being developed for high-grade 
spar that the industry has greatly expanded in recent years. Thus, while the price 
of spar in 1920 was four times that of 1890, production was about 18 times the produc- 
tion for 1890. This development occurred while fluorspar was on the free list or while 
it had only a nominal duty of $1.50 per ton. 

Magnesite (par. 47) and magnesite brick (par. 201^: Magnesite is an important 
refractory used extensively in the steel industry for lining open-hearth ana other 
furnaces. It is subjected to a dead-burning process before use and is then called 
dead-bumed grain niagnesite. A large amount is used in this form and a large amount 
is also used in the form of brick made from this material. 

The only substitute is a very pure dolomite, which while cheaper, is not as satis- 
factory as magnesite. 

The best magnesite for refractory purposes occurs in Austria and the magnesite 
industry of the United States has practically been built up on importations from 
that country. As indicating this development the imports of dead-burned magnesite 
were 30,000 tons in 1904 and increased to 150,000 tons in 1914. 

Development of domestic magnesite has been recent and only one property located 
in Washington is known that can supply an important tonnage. California also is a 
producer , but the quality of the product is such tnat it is not well adapted to refractory 
use. In 1920 California produced- 82,000 tons and Washin^n 222,000 tons. 

We are not in favor of the imposition of a duty on ma^iesite for the following reasons: 

1. An important magnesite brick industry has been built up in the East, depending 
entirely on Austrian magnesite. This industry comprises many brick plants located 
in Pennsylvania and Maryland and well adapted to serve the steel industry. 

2. Geographically, the Washington deposit is such that it will always furnish a 
product delivered to Eastern steel plants at prohibitive prices. This is due to the 
nigh freight costs which will necessarily be charged. 

3. The Washington producer does not need protection to insure prosperity. The 
fact that the Washington production increased from 715 tons in 1916 to 222,000 tons 
in 1920 with magnesite on the free list is sufficient proof of the above statement. 

4. A heavy duty on magnesite will certainly tend to force steel makers to use 
dolomite as a refractory and the use of magnesite will tend to decrease. 

Ferrosilicon: Ferrosilicon is mentioned especially as showing the very high duties 
proposed on some of the ferro-alloys. At present the price of a domestic 50 per cent 
ferrosilicon if $60 per gross ton at Ohio points. A 50 per cent ferrosilicon means that 
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it contains 50 per cent of silicon, therefore, a gross ton contains 1,120 pounds. The 
duty proposed in the hill is 2i cents per pound of silicon or for this grade, a duty of 
$28 per ton is proposed. This is nearly 50 per cent of the present selling price. 

The materials entering into ferroeilicon are iron and silica which are both abundant 
in all parts of the world. While a moderate duty might be advisable, we believe one . 
that approximates 50 per cent of the selling price is excessive. 

HIGH-SPEED STEEL. 

[Paragraphs 304 and 305.] 

STATEMENT OF ABTHUB BALFOUB, MANAGING DUtECTOB, 
ARTHUB BALFOUB & CO. (LTD.), SHEFFIELD, ENGLAND. 

Senator McCumber. Will you kindly state your name in full, your 
residence, what interest you represent, and to what you desire to 
direct your remarks ? 

Mr. Balfour. My name is Arthur Balfour; I am of Sheffidd, 
England. I am deputy president of the Association of British 
Chambers of Commerce. 1 am ex-president of the Sheffield Chamber 
of Commerce; ex-master cutler of Sheffield, and managing director of 
Arthur Balfour & Co. (Ltd.) , of Sheffield. 

I am desirous of drawing your attention to the question of high- 
speed steels and other steels which have been imported from Sheffield 
for a great many years. 

Before doing so I would like to thank you, Mr. Chairman and 
Senators, for having so verjr kindly received us on such short notice,* 
which we veiy much appreciate, and our people in Sheffield will very 
much appreciate it when we tell them about it. 

I am sure you will understand that we feel that we are in a rather 
delicate situation. We do not for one moment desire to appear to 
suggest in any way what you should do in your own country; but, 
owing to the very long time that Sheffield has been associated with 
America we ventiu^ed to come here and put a few considerations 
before you. 

The industrial and commercial conditions in Sheffield created by 
the war, and in England in general, are very disastrous. We have 
about 2,000,000 people out of employment. We have another 
two or three miUion working only two days a week and a further 
million working only three days a week, and we are right up against 
the economic law, owing to conditions created by the war. 

Senator Smoot. You are in about the same condition as we are 
in in this country. 

Mr. Balfour. I gather that we are both in the same position. 

Senator McCumber. I judge that your position is a httle worse 
than ours. 

Mr. Balfour. A little worse than yours. There is practically 
nobody working full time. 

Of course, we expected this, but it has come upon us even harder 
than we anticipated. 

I would just like to say that my colleagues have asked me to 
speak for them so as to take up as little of the time of the committee 
as possible. 

Mr. Sidney Robinson, who is with me, represents the firm of 
William Jessop & Sons (Ltd.). They have been doing business here 
since 1828. 
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Mr. Ma^^or represents the firm of Sanderson Bros. & Newbould 
(Ltd.). Tney have been doing business since before 1829. Mr. 
John Cecil Ward, of Edgar Allen & Co. (Ltd.), and mjr own concern 
have been trading here since 1876. We have been in the closest 
cooperation with the steel makers in this country. During this 
penod we have worked out inventions together and sent workers over 
We, and in most of your steel firms you will find old Sheffield steel 
workers to-day, or their descendants. We are very anxious that 
these beneficial conditions shall not be disturbed. 

Moshet steel, manganese steel,, stainless steel, and other varieties, 
all of which are produced here at the present time, were invented 
in Sheffield. The Taylor- White process of treating tool steel, which 
has been a very great factor in the trades which we represent, was 
invented in your country, but as regards the making of high-speed 
steel, it was perfected in Sheffield. 

The population of Sheffield to-day is over half a million, of which a 
hundred thousand workmen are largely skilled. We also represent 
Messrs. Sir W. G. Armstrong, Witmouth & Co. (Ltd.), of Manchester, 
who make the same class of steel, but it is made in Manchester and 
not in Sheffield. Taking into consideration their employees, which 
amount to probably 25,000, we represent about 125,000 workers. 

We have also had long personal connections with this country, 
which has induced us to venture to come to see you. I molded car 
wheels in Buffalo for four years, from 1892 to 1896. I have been here 
27 times. Mr. Robinson has been here 43 times, and my other 
collea^es over 20 times. We are all of us local taxpayers, through 
firms m which we are interested, and all of us employ labor in tms 
country. 

We should have hked, if it were possible, to have no change in the 
tariff at all. We recognize that that is not possible, and .we are pre- 

f>ared to accept the data and proposals made by Mr. Smiley (speaking 
or the committee of fine steel importers) recently. These gentle- 
men distribute our products in this country. 
Senator Smoot. Mr. Boker, I think, also. 

Mr. Balfoue. I was spealang not of cutlerv just for the moment. 
Senator. He represented cutlery, but he also spoke, perhaps, oi 



Senator Smoot. Yes, he did. Will you let me know just what 

{ou want? Take the steel valued above 40 cents per pound. The 
ill as it passed the House provided 20 per cent ad valorem. That 
is where the high-speed steel falls. As I remember it, Mr. Smile v 
wanted 10 per cent mstead of 20 per cent. 

Mr. Balfoub. Yes, sir. Taking paragraph 305 

Senator Smoot. No; that is the first of paragraph 304. Three 
hundred and five is tne paragraph providing 72 cents per poimd on 
the tungsten content in excess of 1^ per cent, "and 72 cents per 
pound on the tungsten content in excess of 1^ per cent shall be 
levied, collected, and paid on any articles containing molybdenum 
and tungsten. " 
So, for high-speed steel, you have got to take paragraphs 304 and 

Mr. Balfour. In conjunction. 

Senator Smoot. It has been suggested, although not by Mr. 
Smiley, that the 72 cents be cut to 50 cents. Others have suggested 
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that in their testimony. In other words, they were content with 
making paragraph 304 10 per cent instead of 20 per cent, and cutting 
72 cents to 50 cents per poimd on the tungsten contained in the steel. 

Mr. Balfour. We suggest that the tungsten should, be cut to 35 
cents from 72 cents. 

Senator Smoot. That is what I wanted to find out. You want 35 ? 

Mr. Balfour. Thirtv-five instead of 72. 

Senator Smoot. And. 10 per cent instead of 20 per cent ? 

Mr. Balfour. Ten per cent instead of 20 per cent; yes, sir. 

At the present time, as you have a11 heard, the fine-steel importa- 
tion is only 2 per cent of the whole; and we feel that that is a very 
small percentage and, at the same time, a very useful percentage, 
as it makes an incentive to the manufacturers here and a great 
incentive to us to give the best value we can as regards quaUty and 
price. 

We are satisfied that if the tariff went through as it is at present 
written it would put us out of business. There is no question about 
that. I imderstand that it is not your desire to put anybody out 
of business entirely; but we could not possibly send you steel imder 
tliat tariff. 

Senator McCumber. What you niean is that it would be pro- 
hibitive so far as the American trade is concerned ? 

Mr. Balfour. It would be absolutely prohibitive, sir, because the 
duty would come to about 200 poimds per ton, in pounds sterling; 
and as we have to keep stocks in this coimtry from 50 to 100 tons, 
we will always have to lock up 20,000 poimds sterling in duty alone 
on our high-speed steel before we could trade at all. 

There is another view which bears very strongly on the amount of 
the tariff. That is the valuation question. We have got along very 
well under the present valuation. We are in very close touch with 
the representatives of your Treasury Department in London. They 
come to Sheffield to see us and we give them every possible facility 
for looking into matters, and we have always been able to satisfy 
them exactly as to what we have been doing. 

We desire to go on doing that. We are very anxious that the val- 
uation should be fixed in some way so that we can guote a price fixed 
to our customers in this country; else it is almost impossible to con- 
ceive that your buyers here will give us an open order on a price 
which is indefinite. 

If the valuation is put on the basis it has been suggested, it will be 
almost impossible for us to say on any given day what duty we shall 
have to pav and what price we can guarantee to out customer here. 

Senator Smoot. You must take into consideration that you have 
an advantage in the exchange value that you have never had before; 
and this committee has to take that into consideration in fixing these 
rates. 

Mr. Balfour. I agree; I quite appreciate that. We have the 
same exchange difficulties that you have, somewhat intensified with 
the competition which we have so close to us in Germany. 

Senator Smoot. You know something about that. 

Mr. Balfour. We know all about the exchange difficulties; but 
we do put before you for consideration the difficulty of trading on an 
open indefinite situation of the kind which this new valuation will 
create. We also have contracts here witJh some of your big tool 
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makers for steel, which are running contracts for two or three hun- 
dred tons. They want to fix a price that is definite in order to be 
able to fix their costs of production. Under this system it will be 
almost impossible for either of us to do that. 

Senator Smoot. I can not agree with you there, because it seems to 
me that your price under the existing tariff law is fixed upon the day 
of the exportation. If changes in price should occur m England 
during that time, of course the rate of duty imposed to-day will be 
different. The American valuation does not fluctuate any more than 
the valuations in a foreign country fluctuate. 

Senator McCuftfBER. They are probably more stable now, because 
the currency is more stable. 

Mr. Balfour. I quite agree with you that upon tonnage steel it is 
a fixed thing. It is a fixed market question. But take high-speed 
steel and these fine steels, and it is not fixed. They have a different 
composition, a different analvsis, and each concern makes a separate 
quality. They are not standard. 

Senator Smoot. But that same difficulty, if you call it a diflSculty, 
exists to-day with the foreign valuation. 

Mr. Balfour. To some little extent, but nothing like to the same 
extent, because we can to-day make the price and fix the price in 
cents. 

Senator Smoot. We have a fixed price in America, too. 

Mr. Balfour. I only ask you to consider these points and see 
what you can do with reference to these difficulties. 

Senator McLean. On the tungsten content the rate is specific. 

Mr. Balfour. The rate is specific on the tungsten content, but 
there is also an ad valorem percentage on the price. 

Senator Smoot. All that the question of American valuation 
affects is the ad valorem duty of the steel above 40 cents. 

Mr. Balfour. We are all in agreement on that. High-speed steel 
is our important product which we have to send to this country. 
We are also interested in carbon steel. 

Senator McLean. Do you manufacture high-speed steel in this 
country? 

Mr. Balfour. No ; none of us. We only manufacture it in England. 

Senator McLean. You said you had branch interests here. 

Mr. Balfour. Jessops have a company at Washington, Pa., where 
they roll sheets. The others of us have branches in different parts 
of the country — Chicago, Boston, and New York. 

Senator McLean. Will you give the committee your capital 
invested in this country ? 

Mr. Balfour. I could not, offhand, without consulting my 
colleagues. I should say, altogether, that we employ perhaps 
400 or 500 people in this country, probably no more than that. 

Senator w alsh. I suppose your ownership is associated with 
Americans ? 

Mr. Balfour. Yes. sir. ' They are practically retailing companies, 
with the exception oi Jessops. 

We, of course, are very much interested in the export of finished 
tools from this coimtry which are made from our steel. We buy 
large numbers in England and great numbers are sold to the colonies. 

We feel that this tariff will certainly put a difficulty in the way of 
the export of those tools, as it will further depress the exchange and 
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further accentuate the exchange difficulty, and also make the cost 
of the high-speed steel to the makers here very much higher, par- 
ticularly m view of the duty on tungsten. 

And if you will allow me to say a word on tungsten, I would like to 
say that we had during the war great difficulties witn timgsten, just 
as you had; but, fortunately, we had the tungsten in the British 
Empire, as you had it in your country, and the fact that we had a 
supj)ly in the British Empire saved us a great deal during the war 
ana enabled lis to produce munitions, and we are anxious, from our 
side, to retain a certain amount of tungsten in the British Empire 
and not work it all out. Fortunately we are helped jn this by cheap 
supplies from other countries which are available at this moment. 

Senator Watson. What are your imports to this country of high- 
speed steel, as you class it ? 

Mr. Balfour. They have varied enormously. Recently it has 
been perhaps 500 to 700 tons per annum, something under 1,000 tons. 

Senator McCumber. What was the value ? 

Mr. Balfour. About £250,000 sterling or something of that kind, 
roughly. 

I just want to state to you, broadly, that we are suflFering from 
very, very hard conditions in England. We are paying taxes of 
£23 sterling per head. 

Senator Watson. Is your industrial condition in Sheffield charac- 
teristic of the general condition in England t 

Mr. Balfour. Yes, sir. It is worse in some places. It is bad 
everywhere. Sheffield has probably the worst conditions. We are 
paying £23 sterling per head of tax in our country this year. The 
nearest to us in the world is about £6 6s. sterling. That is putting 
a* very great burden upon us, and we are struggling to overcome the 
enormous strain put upon us due to the war. 

All that we ask you to do is to let us live and work and pay you 
back what we owe you. We owe you a vast amoimt of money, which 
is a great anxiety to us, and we feel that unless we can trade with you 
our difficulties are going to be enormous. You have got sometmng 
like fifty thousand milUon dollars in gold. We can not send you axiy 
more gold. We have not got it, even if it were advisable for you to 
receive it, which I do not mink it is. So that the only thing we C€in 
do is to trade in goods for goods with you, and that we are very 
anxious to do. 

Senator Walsh. What is the unemployment in England ? Some 
figures which have been given us show that it is about 6 or 6 per cent. 

Mr. Balfour. We have 2,000,000 unemployed; we have another 
million employed two days and several other miUions employed three 
days. Ourpopulation is about 45,000,000. 

Senator Walsh. It is about the same. 

Mr. Balfour. There is very little difference in the figures. 

Senator Watson. For the entire year of 1920, imder the classifi- 
cation of steel by whatever process made, containing alloys, such as 
nickel, cobalt, vanadium, chromium, tungsten, or wolfram, molybde- 
num, titanium, iridium, uranium, tantalum, boron, and similar alloys, 
we imported 883,740 pounds, valued at somewhere between three 
and four milUon dollars. 

Mr. Balfour. That would be about right. There are about 260,- 
000 of high speed, and the rest would be made up of other steels. 
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Senator Watson. About $260,000 of that is high speed ? 

Mr. Balfoub. Practically. 

Senator Watson. How much of that comes from ShelSSeld? 

Mr. Balfoub. It practically all comes from Sheffield. A little 
comes from Manchester. Sweden sends practically no crucible steel 
and no high-speed steel to this country. 

Senator Smoot. I suppose half of that amount would be imported 
into the United States even though the rates were higher than they are 
here? 

Mr. Balfour. Unless the selling price is too high. I do not think 
you can say that we have ever ruined the price in competition with 
the American makers. We have always obtained for our steel at 
least as good a price, or a Uttle higher, on account of special quahty. 

Senator Smoot. Yes; it has special quality. 

Senator Watson. I did not hear your question, Senator. 

Senator Smoot. I did not ask a question. I simply stated that no 
matter if the rates are higher than they are in the Fordney bill there 
is no doubt that at least half of that amount that was imported in the 
past would be imported in the future. 

Mr. Balfour. I misunderstood your statement, Senator. I imder- 
stood the Senator asked if we always obtained a higher price. 

Senator Smoot. No; I did not ask that question. 

Mr. Balfour. I am sorry that I can not quite agree with that. If 
the proposed duty is put on I do not think we shaU be able to import 
high speed at all. 

Senator Smoot. From the information we receive there are certain 
industries in this coimtry that would use it no matter whether it cost 
more than it does now or not; 

Mr. Balfour. Yes; even more, but the amount proposed I am 
afraid would make it impossible to do any export traae. 

Senator Watson. What wages do you pay in the making of high 
speed steel as compared with the wages paid in this country in the 
same line ? 

Mr. Balfour. Our wages have gone up very much since the war. 
I do not think our wages are very much diflFerent from yours at the 
present time. On the other hand, our fuel, which is a very big factor, 
IS very much higher than yours. 

Senator Smoot. What are you paying common labor ? 

Mr. Balfour. The ordinary common labor, that is, a man wheeling 
a barrow, gets 3 pounds 10 shillings. 

Senator Walsh. How long do they work per day ? 

Mr. Balfour. Eight hours a day. 

Senator Walsh. What is your cost of Uving as compared with that 
in America? 

Mr. Balfour. I should say your hving is a little higher. 

Senator WatsOn. Do you tmnk your cost of living of the working 
people is cheaper than in America ? 

Mr. Balfour. They live on a different standard, sir. Our people 
do not Uve perhaps on as high a standard as they do in this country. 

Senator McCumber. You can not compare wages without knowing 
the cost of living. 

Mr. Bai-four. No; it is impossible. Our cost of Uving is possibly 
100 per cent higher than it was in 1912. 
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Senator MgCumbeb. You pay wages that are about commensurate 
with American wi^es ? 

Mr. Balfour, very close, sir; not very much diflFerent. 

Senator Smoot. They are based on the poimd of $3.60 instead of 
$4.87. You would not pay the same amount 

Mr. Balfour. Not on $4.87; I quite agree. We have not paid the 
same wages for a great number of years. 

Senator Smoot. No; you never have. 

Senator McCumbeb. But you think it is a fact that your wages 
have gone up very largely ? 

Mr. Balfour. Four hundred per cent since 1912. 

Senator McCumber. While ours have perhaps doubled. 

Mr. Balfour. I ought to say, in fairness, that ours are now 
coming down quite rapidly. 

Senator McCumber. Is not your great trouble to-day, and so 
many being out of work, due entirely to a labor wage that is away 
above the ability of purcnasers to buy ? 

Mr. Balfour. Absolutely so. We are not making anything in 
England to-day which we can sell, when we have made it, at what it 
has cost us to make. 

Senator McCumber. And your remedy lies more in getting your 
labor down to a reasonable basis so that you can sell the products to 
the world ? 

Mr. Balfour. And our fuel, which is the same thing. 

Mr. McCumber. But your labor increase makes the cost of your 
fuel to a great extent. 

Mr. Balfour, (^uite right, sir. I must say this for our labor: 
They are recognizmg the situation. They are fuUv recognizing it, 
and the better class of labor leaders at least see that this system which 
has been pressed very hard during the war, that a man should not 
produce more than a certain quantity, that they should restrict 
output, and so on, is an impossible economic situation. That is 
to-aay being altered in our country, I am glad to say. 

Ijust want to touch on one question as lightly as I can. 

We do not believe in retaliation in oiu* country. I believe that 
whatever you do to us we would never permit that. We think it 
would create a feeling of mistrust between us, and I believe we shall 
always give you a free entry into our market for your goods. All we 
ask of you is to give us the best and squarest deal you can under the 
circumstances. 

Senator Smoot. You have no objections whatever to our imposing 
a duty equal to the difference in the wage and to equalize the exchange 
value ? 

Mr. Balfour. Sir, we have no objection to your imposing a duty- 
It is for you to decide what it is to be and how it is to be done. We 
imderstand all that; but we do ask you, after the pleasant connec- 
tions we have had together, not to put us out of busmess. 

Senator Smoot. Do you think that the proposition would be a fair 
one that all that we would impose by way of duty would be the differ- 
ence in the labor cost and to equalize the difference in exchange ? 

Mr. Balfour. Yes; provided you made the condition that it 
should not become a permanent thing; that when conditions altered 
you would be prepared to reconsider the matter and not, when we 
nave the other conditions right, leave us with a high tariff. 
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Senator Smoot. Of course, you must know that no tariff that will 
he passed is going to remain on the statute books as they have done in 
normal times in the past. 

Mr. Balfouk. We certainly hope not. But we do not believe in 
retaliation. Whatever happens, we shall give a free entry to your 
goods as far as it is possible. That I am perfectly convinced of. 

Senator McCumber. Let me ask you a question in a little different 
form from that asked you by Senator Smoot. 

Would you be satisfied if we put a tariff on that would measure the 
Actual difference between the cost of production, including every- . 
thing, in your country and in this country ? 

Mr. Balfour. Yes, sir; we would, because the cost of production 
of hiffh-speed steel is less in this country than it is with us. That 
would suit us entirely. 

Senator McCumber. Then, according to that view, there would be 
no tariff in your mind ? 

Mr. Balfour. I started my remarks by saying that we should be 
very glad if everything could remain as it was. 

Senator Smoot. Remain as it was ? 

Senator Watson. Have you prepared production costs to show 
that it costs less to make high-speed steel in this country ? 

Mr. Balfour. We have great diflScultv in giving you production 
<5osts of vour own people. We know what our costs are. We are 
constantly giving them to your representative in London. 

Senator Walsh. What percentage do your companies ship to 
America ? 

Mr. Balfour. I should say a Uttle less than 20 per cent — probably 
18 per cent. 

oenator Walsh. Assuming that this tariff amounted to an em- 
bargo, your reduction would be only 18 to 20 per cent? 

Mi, Balfour. But it does not cruite work like that. It is not dis- 
tributed evenly over the trade. We have some gentlemen whom I 
am representing who do their whole trade with America. I can put 
my hand on two or three firms that would go clean out of business. 
Other finns will be hit more or less hard according to the percentage 
that affects their own trade. 

Senator Smoot. You spoke of having this on the free list. 

Mr. Balfour. No, sir. Under the same conditions as exist at 
present, 15 per cent ad valorem. I said no change in the tariff as it is 
at present. 

Senator Walsh. Do you mind giving us the names of firms or tell 
us the product produced that womd be put out of business ? 

Mr. Balfour. I can give you that at once. The firm of S. C. 
Wardlow, who manufacture cutlery steel, would be practically put out 
of business. 

Senator Walsh. Can you rive us any others ? 

Mr. Balfour. I can give tnem to you afterwards. 

Senator Walsh. Do they also make cutlery ? 

Mr. Balfour. There are also other firms who make cutlery and 
high-speed sted. 

oenator Smoot. The average price of high-speed steel in Britain 
to-day is about $200 a ton ? 

Mr. Balfour. Three and nine pence. It is about £420 sterling 
per ton. 
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Senator Smoot. A ton of 2,240 pounds ? 

Mr. Balfour. Yes, sir. 

Senator Smoot. What I wanted to get at was the price to-day^ 
the average price of that steel, so that I can figure the 15 per cent 

Mr. Balfour. Will one of my colleagues, while I am speaking, 
just work that out ? 

Senator Smoot. I can work it out if you give me the information. 

Mr. Balfour. Four himdred and twenty poimds a ton is the 
price of 18 per cent high-speed steel to-day f . o. b. England. 

Senator Smoot. Thank you; that is all i care for. 

Mr. Balfour. I do not think it is necessary to further take up 
your time. We appreciate, not only on the part of ourselves but 
on the part of Sheffield, the very kind way in which you have received 
us and the opportunity which you have given us of putting our 
views before you. We have very, very strong feelings that the 
peace of the worid depends entirely upon you and upon us, and we 
want to do nothing from our side to disturb the harmony and the 
excellent way in wnich we have worked together. 

Senator MuCumber. Does Mr. S. J. Robinson desire to be heard? 

Mr. Balfour. I do not think the other gentlemen wish to rive 
any evidence at all. They asked that I should speak for the whole 
of them. 

Senator McCumber. If there is any brief that you would like to 
file, that may be done and it will be printed as a part of your testimony. 

Mr. Balfour. Thank you. We will consider that; but I think 
that with the help of the Senators who have questioned me we have 
brought out the evidence very clearly. 

We are very much obhgecf to you, gentlemen. 

STATEMENT OF O. F. SCHWEP, BEPBESENTIKa THE INaBBSOLL- 

BAND CO. 

Mr. SoHWEP. We have six plants in this country, employing approx- 
imately 6,000 men. We are interested in paragraph .304 only in so 
far as it pertains to hollow mining drill steel. We import this com- 
modity u*om Sweden because this country has not yet produced a 
quality of steel for that particular purpose that equals in quality the 
Swedish steel. 

We import approximately 2,000 tons a year, on which the Govern- 
ment denves a revenue, under the present tariff act, of about $37,000. 

Under the proposed Fordney Act the revenue would approximate 
$90,000, representing a difference of about $53,000, which would have 
to be borne by the mining industry in this country, provided they 
continue the use of this better quahty of steel. If not, they would be 
deprived of the efficiency of the drills manufactured and used in con- 
junction with that steel. Therefore we ask that the present tariff of 
8 per cent be continued. 

Senator Watson. Have you ever sold any drills made from Amer- 
ican steel ? 

Mr. SoHWEP. We have. 

Senator Watson. Do they not give satisfaction ? 

Mr. ScHWEP. They do. The point is this: That the old type of 

Percussion drilling differs widely in principle from the hammer drill, 
he hammer drill uses a hollow steel, and instead of lifting the steel 
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in the chuck up and down the drill is tapped on the end. The steel 
receives blows at the rate of 2,000 per minute, and the steel has to 
withstand shock and vibration, and we have found that there is some- 
thing inherent in the Swedish steel which is not revealed by analysis 
and which makes that particular steel very much better adapted for 
that kind of work than the Ameri6an steel. 

Senator Smoot. Is that all you desire to say ? 

Mr. ScHWEP. I may say that this Swedish steel is the only product 
that we import that enters into the manufacture of our product. 
Otherwise we use all American products. The only exception is this 
one variety of steel. 

Senator Watson. How much do you import per year ? 

Mr. SoHWEP. About 2,000 tons a year. 

CSUCIBLE, ELECTBIC, AVD ALLOT STEELS. 

[Paragraphs 304, 305, and 316.] 
STATEMBNT OF JOHN H. BBEWSTEB^ NEW YOBK CITY. 

Senator Smoot. Mr. Brewster, give your full name and address to 
the stenographer, please. 

Mr. Bbewster. John H. Brewster, 56 West Forty-fifth Street, 
New York City. 

I desire to address myself to paragraphs 304 and 305. I have 
nothing to say to the committee further than what I have tried to say 
in my brief. May I file that brief? 

Senator Smoot. You may file your brief. Is there any other state- 
ment you desire to make? 

Mr. Brewster. I thmk I have covered the whole subject as well as 
I could. I have here a schedule as a supplement to my brief. It is 
a part of the evidence. 

oenator Smoot. Very well; that may be filed. 

BBIEF OF JOHH H. BBEWSTER, HEW YOBK OITT. 

1. The House of Representatives, by adopting in paragraph 304 the approxi- 
mate provisions of the Payne-Aldrieh bill, overlooked the tariff differential 
established in paragraph 110 of the present tariff, which provides for a duty of 
15 per cent on crucible and electric steels and 8 per cent on open-hearth and 
Bessemer. This distinction should be maintained. 

2. When the Payne-Aldrich tariff was written crucible tool steels comprised 
a major part of our imports, consequently all bars and other shapes were given 
the same tariff classification. 

3. From 1909 to 1913 great progress was made in the development of electric 
and alloy steels, and these fine steels were given greater protection under the 
present tariff than Bessemer and open-hearth steels, whose costs were so low 
that foreign competition was negligible. 

4. This distinction should be continued In the new tariff, because the imports 
of crucible, electric, and alloy steels are principally tool steel, which is a fin- 
ished product and used as such, whereas the imports of open-hearth and Besse- 
mer steels are principally semifinished raw materials used by American manu- 
facturers, who expend large labor costs in turning these steels into finished 
products. Among the buyers of Swedish steels for special purposes are large 
8teel makers, such as the United States Steel Corporation, the Wickwire Spencer 
8teel Corporation, and the Washburn Wire Co. 

6. Most of the imported crucible or electric tool steels are merely sharpened, 
beat treated, and then used in machine tools for cutting and shaping other 
metals. * 

6. Imported open-hearth and Bessemer semifinished shapes are used for 
blades in pocket and other cutlery, twist drills, taps, carpenters* chisels, black- 
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smith tools, scythes, ball bearings, and other finished products on which the 
labor cost is the most important item. 

7. Imported tool steels are marketed In small quantities, with sales averag- 
ing less than $100, at a wide margin of profit. 

8. Imported open-hearth and Bessemer is sold at very dose prices as semi- 
finished products to American manufacturers and dealers in tonnage quantities 
averaging much* over $1,000. 

9. The open-hearth and Bessemer steels of Sweden, by reason of their su- 
perior excellence, are higher in price than American open-hearth and Bessemer 
and lower in price than crucible and electric steels. 

10. This enables important manufacturers to use these Swedish steels where 
a special quality is required, in case this increase in their raw-material cost 
does not make too large an increase in the^ost of their finished product. 

11. Under these circumstances Sweden has always been forced to sell its 
Bessemer and open-hearth steels at very close prices ; consequently the 200 to 
300 per cent increase over the present tariff rate would cause many manufac- 
turers to discontinue purchases. 

12. As the open-hearth and Bessemer steel manufacturers did not appear be- 
fore the Committee on Ways and Means, and as Dr. Mathews, the representa- 
tive of the crucible and electric steel interests, stated to that committee : ** This 
decline of duty (i. e., the 8 per cent in paragraph 110 of the present tariff) is 
possibly justified in the case of products not involving excessive investment 
and labor costs," it may be taken for granted that producers of steels made by 
the Bessemer or open-hearth process in the United States do not desire an hi- 
creased duty, as they need no protection, and unnecessary advances over the 
present tariff rates might react unfavorably on their large exports by the 
eiiuetion of countervailing duties. 

13. United States customs reports available for the years 1912 to 1916, In- 
clusive, show a yearly average of 12,350 tons of open-hearth and Bessemer 
steels imported from Sweden, or one-thirtieth of 1 per cent of the average total 
production of American mills for the same period, so that these imports are 
inconsiderable in comparison with our output of domestic steels. 

14. The money values of our purchases of Swedish steel and iron is less than 
$5,000,000 a year and our annual exports to Sweden average more than $100,- 
000,000 annually. 

15. Comparative increases of production costs in 1920 as compared with 1914 
are: Ore cost in United States 1.4 times, in Sweden 3.5 times; fuel cost in 
United States 2 times, in Sweden, 3 times; labor cost in United States, 1.6 
times, in Sweden 2.5 times ; transportation cost in United States, 1.7 times, in 
Sweden 3 times. 

16. Therefore since the increase in Swedish costs is proportionately higher 
than the increase in the American costs, it follows that Sweden is much less 
able to pay a higher duty on its steels, particularly as these higher costs have 
thrown the Swedish semifinished products into a much higher classification 
under paragraph 304 than was paid under the Payne-Aldrich tariff. In 1909 
the average production costs of Swedish steels at the mills were less than 3 
cents, where as in 1921 the production costs of the same steels averaged more 
than 5 cents, so increasing the Payne-Aldrich duty of seven-tenths to a proposed 
duty under paragraph 304 of 1^ cents per pound. 

17. With Swedish open-hearth and Bessemer costs so much higher than 
similar American steels, the former can only be used in limited quantities for 
purposes where special results are desired, and the increase of 1 cent per pound 
under paragraph 304 will in many cases become prohibitive. 

18. Therefore your committee is requested to add to paragraph 304 the follow- 
ing provision : 

" Provided, That steel ingots, copper ingots, blooms, slats, bars, sheets, plates, 
and steel not specially provided for, made by the Bessemer, Siemens-Martin, 
open-hearth or similar processes in the manufacture of which wood or char- 
coal is used, all the foregoing valued at not over 4 cents per pound, shall be 
subject to a duty of three-tenths of 1 cent per pound ; valued over 4 cents per 
pound, six-tenths of 1 cent per pound." 

19. This follows the distinction made in the present tariff and the amount of 
suggested duty is the same as that given to semifinished wire rods in paragraph 
315. Such a rate of duty on Bessemer and open-hearth steels would increase 
the revenue now realized, whereas the rate proposed in paragraph 304 would 
diminish it. 

20. If this provision be confined to steels in the manufacture of which wood 
or charcoal is used, this not only insures the maintenance of high quality for 
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the American manufacturer but also insures a steel of such high cost and 
limited output as to prevent any serious competition witli tlie American steel 
industries. 

21. With reference to paragraph 805, our request for modification is that 
chrome be removed from its classification with tungsten and molybdenum and 
placed with manganese and silicon, because the effect of a small percentage of 
chrome in carbon steel is to intensify the hardening quality of the carbon and 
under modern heat-treatment practice occupies a place in steel making similar 
to manganese and silicon rather than the otlier alloys mentioned in this 
paragraph. 

22. The present limitation of chrome contents in paragraph 305 to six-tenths 
of 1 per cent would probably prohibit the import of two or three thousand tons 
of this character of steel purchased by manufacturers of ball bearings who 
could not pay 15 per cent in addition to the duty imposed under paragraph 304, 
as this would make the total duty equivalent to 35 per cent on a raw material. 

23. Also, spring steels made of silicon and manganese in percentages running 
from 1 to 11 per cent are largely made in American open-hearth furnaces and 
sold at a few cents per pound, but there Is a demand from American spring 
manufacturers for a small tonnage of the better quality Swedish spring steel 
of similar analysis, although such manufacturers will not pay 15 per cent in 
addition to the rates in paragraph 804 on account of the addition of two or 
three tenths of 1 per cent of manganese or s.licon to the 1 per cent now 
permitted. 

24. Therefore, it is requested that paragraph 305 be changed by eliminating the 
word *' chromium ** from the sixth line of this paragraph and inserting the word 
" chromium " in the ninth line to read : " Provided, That chromium, manganese, 
and silicon shall not be considered as alloying material unless present in the 
steel in excess of 1^ per cent.*' 

FACTS IN SUPPORT OF ABOVE STATEMENTS. 

Paragraph 1 : Published copy present tariff Schedule 3, paragraph 110. 

Paragraphs 2 and 8: Special Statistical Bulletin Iron ana Steel Institute, 
1921, showing no manufacture of electric steel before 1909 which Increased to 
30.180 tons in 1918 and 502,152 tons in 1920. 

Crucible steel production was 107,355 tons in 1909 and 121,226 tons in 1913 
and this decreased as electric steel was substituted to 72,265 tons in 1920. 

Paragraph 4 : Re Crucible steel. In Mr. John A. Mathews^s hearing before the 
Ways and Means Committee, he stated that crucible steel making was a handi- 
craft industry and added " In crucible steel the principal Item Is represented 
by labor rather than material,** and in Mr. Mathews's brief he states, "The 
proportion of labor to raw materials in the manufacture of crucible steel Is 
many times as great as It is in the manufacture of Bessemer or open-hearth 
steels." 

Re electric steel. The booklet of the Halcomb Steel Co., which is Mr. 
Mathews's personal division of the Crucible Steel Co., states on page 48, ** The 
material we charge Into our electric furnace is just as good open hearth as can 
be made but it is not good enough, so we put on the finishing touches in the 
electric furnace. These are the things that make quality.** So supporting our 
statement that crucible and electric should be considered separately from open- 
hearth and Bessemer. 

The Hess Steel Co., makers of electric steel, state in brief before the Ways 
and Means Committee, " European makers compete injuriously with our labor 
in this handicraft Industry,** so coupling electric with crucible and further sup- 
port our request for a differential by stating In the same brief *' tlie higher the 
Import value, the higher should be the rate of duty.'* 

Paragraphs 5 and 7: Can be confirmed from buyers of tool steels. 

Paragraphs 6 and 8: Names taken from a list of buyers from Fagersta Bruks, 
Fagersta, Sweden, is an example of the tonnage bought, the increase in price, 
and the purpose of use. 

These names selected are representative of the business firms buying Swedish 
materials. 

Paragraph 9 : For comparison as to difference in domestic cost between open- 
hearth bars and crucible or electric tool steel bars, see printed list of maximum 
prices agreed to in 1918 between the United States Government and the steol 
makers for open-hearth steel bars of more than 0.50 carbon. The base price was 
^.15 per 100 pounds (see page 49), while for tool steel bars containing over 0.50 
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carbon the price ranged from $16 to $36 per 100 pounds, while the price on tool 
steels containing substantial percentages of tungsten, molybdenum, or other 
alloys ranged from $0.65 to $2 per pound. (See pp. 146 and 147.) 

Paragraphs 10 and 11 : Buyers mentioned above and prices paid by them con- 
firm the statements in these paragraphs. 

Paragraph 12 : A copy of the Ways and Means hearings on Schedule 3 will 
confirm this statement 

Paragraphs 13 and 14 : The customs reports, as far as completed to date, con- 
firm this statement as well as Swedish export figures. 

The reports of the Department of Commerce will verify these figures. 

Paragraph 15 : Increases in Swedish costs prepared by Dr. Wahlberg, of the 
Swedish Government, and increases in American costs prepared by Carney and 
Lindemuth. 

Paragraph 16 : An examination of the customs entries at the port of New York 
will verify this statement. 

Paragraph 17 : Letters from many American manufacturers stating that prices 
are too high can be furnished the committee. 

Paragraph 18: Embodies our request 

Paragraph 19 : The tariffs are before you. 

Paragraph 20 : The letters offered in proof of paragraph 17 would prove. 

Paragraph 21: Compare the price of Michigan charcoal pig iron with coke 
iron. 

Paragraph 22 : Oberg in 1018, page 286, says, " The effect of chromium is simi- 
lar to carbon." 

Harbord, in his Metallurgy of Steel, page 397, states that " chromium in the 
absence of carbon does not produce any greater hardness than silicon.'* 

Sir Robert Hadfield, in a paper before the British Iron and Steel Institute, 
see volume 2, stated on page 80 : "In high carbon steels, chromium enables the 
carbon to act more energetically in combining and hardening the iron. On car- 
bonless iron its action is but little greater than silicon.'* 

He also states, on page 143, that " chromium does not act per se, but has an 
influence in causing a more intimate combination between iron and carbon." 

L. Guillet British Iron and Steel Institute, 1906, volume 2, page 8, states: 
"The tensile strength and elastic limit do not differ greatly from the figures 
obtained with the same percentages of carbon, quenching acts upon chromium 
steels the same as carbon steels, but with greater intensity increasing hardness.*' 

Howe, in Iron, Steel, and other Alloys, page 323, states chrome steel contain- 
ing up to 2 per cent chrome and 0.80 to 2 per cent carbon owes its value to com- 
bining, when hardened, intense hardness with a high elastic limit 

Paragraph 23 : By reference to the official prices issued by the American Iron 
and Steel Institute open-hearth spring steels carried a 25-cent extra added to 
the bar price of $2.90, making a price of $3.15 per 100 pounds, and to-day quota- 
tions on silicon, manganese spring steel of $4.50 per 100 pounds show that such 
steel can not carry 15 per cent in addition to those in paragraph .304. Silicon 
and manganese have never been considered as alloying elements. 

STATEMENT OF JOHN B. SMILEY, NEW YOBK, N. Y., BEPBBSENT- 
ING AHEBICAN IHPOBTEBB OF FINE STEELS. 

Senator Smoot. Give your name and address and whom you 
represent. 

Mr. Smiley. John B. Smiley, 115 Broadway, New York, repre- 
sentingAmerican importers of fine steels. 

Mr. Chairman, I want to thank you, first of all, for the opportunity 
to be heard. I am not a lawyer nor an orator, and I want to get to 
the point and be as brief as possible and give you the facts, and I 
am m position to submit a bnef. 

Senator Smoot. Do you desire to file a brief as part of your 
remarks ? 

Mr. Smiley. Yes; if you please. I have a detailed brief also 
which I would like to file. 

Senator Smoot. What are you requesting under paragraph 301 1 
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Mr. Smiley. I am not appearing under paragraph 301. That is 
a typographical error. I appear in reference to paragraphs 304, 305, 

Senator Smoot. You begin with steel ingots ? 

Mr. Smiley. Yes, sir; in section 304. 

Senator Smoot. Will you tell me what you want with reference 
to paragraph 304 ? 

Mr. Smiley. I have a modification here which I can submit for 
the record as to our request. 

Senator Smoot. Put it into the record at that point. 

Mr. Smiley. In connection with the paper that I have handed 
you, Mr. Chairman, I want to c^ attention to the fact that with 
reference to importations of fine steels not in excess of 20,000 to 
25,000 tons per annum have been imported from abroad, and that 
this quantity is constantly decreasing. This is true under the present 
Underwood tariff. 

There is produced in this country, in ingot capacity, 1,252,000 
tons per annum. We are allowing one- third to come down to the 
semifmished bar as waste; and in these figures which I am al»> 
prepared to submit we show 834,984 gi-oss tons per annum in the 
finished bar. 

Senator Smoot. Will you briefly state what changes you desire 
inpar^aph 305? 

Mr. fSMiLEY. Under paragraph 305, based on the American valuar 
tion plan, the elimination of the additional 15 per cent duty on 
alloy steels; but failing in this, its reduction to 12^ per cent and the 
duties contemplate by paragraph 304 in application to paragraph 
305 waived. 

Senator Smoot. You mean in relation to vanadium or manganese 
or silicon ? 

Mr. Smiley. No, sir. I mean in connection with the present duty 
under the Underwood tariflF, which is 15 per cent. I have asked 
above, under paragraph 304, that the duty be cut in half; that is, 
under the recommenaed new American valuation at 20 per cent 
we ask that you reduce it to 10. 

Then, under paragraph 305 — I have all of this for record purposes. 
I rather imagine that it is more or less technical, and I do not want 
to bother you with it — ^I do want to say a few words in connection 
with the whole situation if I may. It will not take more than five 
minutes. 

Senator Smoot. Do you want to read it ? Just hand it to us and 
it will save you that much time. 

Mr. Smiley. Tl^ere are certain reasons that I desire to discuss for 
possibly maintaining our business or remaining in business. Mr.- 
ochwep, of IngersoU-Rand Co., is here, and he imports about 2.000 
tons of steel per year from Sweden. He imports it because ol its 
quality, not claiming in any way that the American steel is inferior, 
out because, after years of experimenting, he has found that the 
only steel that will actually fit in for their requirements is this particu- 
lar steel. It may be that it is due to the raw materials employed, 
the skill of the process of manufacture, or it may be the cna coal 
fuel. We do not know. But, nevertheless, the quality is the 

Senator McLean. What do they use this steel for ? 
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Mr. Smiley. Rock drills. Of course, if they are required to pay a 
higher dntj it will naturally be reflected back to the public. There 
is no question about that. 

Senator Smoot. Will you tell me what changes you desire in 
paragraph 305 ? 

Mr. Smiley. They are all mentioned here. 

Senator Smoot. I mean, briefly. 

Mr. Smiley. Based on the American valuation plan, the elimina- 
tion of the additional 15 per cent duty on alloy steels. 

Senator Smoot. You want 15 per cent eliminated? 

Mr. Smiley. Yes, sir. 

Senator McLean. Do you use these drills for blasting? 

Mr. Smiley. Preparatory to blasting. 

Senator McLean. How much vill the increased cost of the drill 
add to the cost of the rock ? 

Mr. Smiley. If I may, I would like to call on Air. Schwep to 
answer that question, because that is more in line with his business. 

Senator Smoot. Paragraph 316. What change do you want to 
make in that paragraph ? 

Mr. Smiley. I ask that, based on American valuation plan, a 
straight ad valorem duty of 10 cents be imposed. 

Senator Smoot. Instead of 20 ? 

Mr. Smiley. Yes, sir. May I say this to you, that for many years 
the import of fine steels has been decreasing. That would indicate 
that under the Underwood tariff we had about reached the limit 
under which we could import steel. If we go much beyond that 
limit it is going to shut us out, because there is a price that people 
will pay for quality, but beyond that they will not go. The fact tnat 
we are to-day importing only 2 per cent of the 100 per cent of con- 
sumption and that 98 per cent is manufactured m this country 
would indicate it was just a fleabite; but still, it is oiu* business, and 
we want to be permitted to remain in that business. The. revenue 
derived by the Government is $500,000. 

Senator Watson. Can you not buy American steel ? 

Mr. Smh^ey. Oh, yes, su*. 

Senator Watson. Is it not as good as the other? 

Mr. Smu^ey. I say that we have no complaint to make about the 
(juality of American steel. There is no question but what fine steel 
is made in this coimtry; but for particular requirements, either due 
to the process of manufacture or the raw materials employed, it has 
been foimd by actual experience over years that the foreign steel 
gives better life and is more what we want. 

We simply ask that we be permitted to continue to import, say, 
20,000 tons of steel per annum, which is badly needed in the country 
because of that quality. 

Senator Smoot. I think we imderstand your position. 

BRIEF OF JOHN B. SMILEY, VEW YORK CI TY, R EPRESEHTiyQ AMERICAXT 
nCPORTERS OF TJKE STEELS. 

Paragraph 304: Baaed on American valuation plan, a straight ad valorem duty of 
10 per cent on all crucible steels. On Bessemer, Siemans-Martin, open-hearth, or 
similar process, the following to be added to paragraph 304: *' Provided, That steel 
ingots, cogged ingots, blooms, billets, slabs, sheets, plates and steel not specially pro- 
vided for, made by the Bessemer, Siemans-Martin, open-hearth, in the manufacture 
of which wood or charcoal is used as fuel, or similar special processes, all the foregoing 
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valued at not over 4 cents per pound shall be subject to a duty of three-tenths of 1 cent 
per pound: valued over 4 cents per pound, six- tenths of 1 cent per pound." 

Paragraph 305: Based on American valuation plan, the elimination of the additional 
15 per cent duty on alloy steels; but failing in this its reduction to 12^ per cent and 
the duties contemplated by paragraph 304 in application to paragraph 305 waived. 
That the additional cumulative duties on molybdeniun and tungsten content should 
be reduced from the proposed $1.25 per pound on molybdenum content to 62 J cents 
per pound on molybdenum content in excess of IJ per cent, and the proposed 72 cents 
per pound on the tungsten content to. 36 cents per pound on the tungsten content in 
excess of l\ per cent. 

Paragraph 316: Based on American valuation plan, a straight ad valorem duty of 
10 per cent. 

Note.— We once again point out that under the Underwood tariff the American 
fine-steel industry hSs prospered, and importations have decreased. The above 
proposition covering recommended modifications in the proposed Fordney tariff 
measure, metal schedule, No. 3, if accepted, will still further burden the importation of 
fine steels by imposing higher duties tnan now obt^n. 

Points poe Consideration. 

The follawing points we desire to emphasize: 

1. The importation of fine steels into this country is not in excess of from 20,000 
to 25,000 tons per annum, which represents approximately 2 per cent of the total 
consumption of fine steels in this country. Surely an industry which manufactures 
98 per cent of the domestic consumption can hardly complain of competition from 
abroad when this competition does not exceed 2 per cent, and particularly so when 
it is emphasized that foreign fine steels do not compete on a price basis with the Amer- 
ican industry but on the contrary conunand higher prices. This can be borne out 
by Mr. Schwep, of Ingersoll-Rand Co., who imports large quantities of hollow drill 
fltsel from Sweden, not because it is their desire or wish to do so but because after 
years of experimenting, they have found no steel produced in America which will 
answer their purposes. 

We do not claim that American steels are inferior, but rather that due to the raw 
materials employed and the process or skill the foreign manufactures produce the 
quality which is so essential to certain manufacturers who purchase semifinished 
material from abroad. 

2. If the duties in the proposed Fordney tariff bill remain unchan^ a revenue 
to our Government estimatea at approximately $500,000 per annum will be cut off, 
as the duties mentioned would absolutely prohibit at least 80 per cent of the present 
imports, and the remaining 20 per cent which might be imported because of some 
peculiar characteristic would have to be paid for by the American public as this 
additional duty would of necessity be added to the selling price. 

We, as American citizens, are all anxious to recover from our inflated condition and 
again approach normalcy, but in this point we are certain that with the proposed high 
tariffs on fine steels people who are forced to use steels from abroad will have to pay a 
large increase which will not produce the result which this administration is endeavor- 
ing to bring about. 

3. Laige sums of money have been invested by American citizens who import fine 
steels into this country and the business of these citizens if the high tariffs in the pro- 
posed Fordney bill are passed, will be ruined. 

4. Up to the banning of the ww it was necessary-for foreign countries to purchase 
from this country certain raw materials. 

During the period, however, from 1914-1919 conditions abroad were radically 
changed and it was found necessary to utilize substitutes for our exports. 

These foreign countries can, if needs be, resort to the use oi said substitutes, 
thereby retaJiating should w^e absolutely prohibit their exports to us. We are export- 
ing from this country many times the amount of steel that we import as reference to 
Btatistics of the Department of Commerce will show, and we know tnat foreign Govem- 
paentfl will resent the excluding of the small percentage of fine steels manufactured 
in these countries which they are at the present time permitted under the existing 
tariff law to send us. 

5. The excess productive capacity of our industries require an outlet for their 
JurpluB, and by leaving open possible channels of trade with other countries it will ^ve 
wcilities to our own much neglected export business. International trade relations 
have been and are necessary to the well-being of this country's development, and we 
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resjpectfully submit that the proposed provimons in paragraph 304 and paragraph 305 
wiU tend to sever commercial connections spreading'© ver the past 100 years. 

6. We maintain that duties under the proposed Fordney tariff bill will place the 
consumers of fine steels in America practically in the hands of a monopoly, which 
inevitably means that ultimately higher prices will be demanded and resultant 
increased cost to the buying public on the commodities dependent on such material. 
Furthermore, in addition to the above, the revenue produced under normal condi- 
tions of over $500j000 per iinnum will be cut off. 

COMPARISON OP FINE STEEL PRODUCTION IN AMERICA WITH THE AMOUNTS IMPORTED 

FROM ABROAD. 

From the best fi^^ures available we estimate the total American fine-steel industry 
has an ingot capacity of 1,252,476 gross tons per annum. Allowing a loss of one- third 
of this tonnage from the ingot into the finished bar, which is the form that fine steel 
is imported, reduces the aforesaid 1 ,252,476 tons to 834,984 gross tons per annum in the 
finished bar. 

Taking the minimum figure of 16,000 tons of imported fine steels per annum (the 
same figure used in arriving at revenue derived) the result shows approximately 2 per 
cent of the American capacity imported from abroad. 

Following is a calculation of revenue derived by the United States Crovemment 
nnder the existing tariff law on fine steels. 

TWENTY THOUSAND TO TWENTT-FIYE THOUSAND TONS OF FINE STEELS IMPORTED PER 

ANNUM FROM ABROAD. 

In the following calculations we have taken the minimum of 20,000 tons and further 
reduced this amount by 20 per cent to 16,000 tons, dividing same as follows: 

12,500 tons Swedish, at 10 cents per pound |2, 500, 000 

3,000 tons crucible, at 25 cents per pound 1, 500, 000 

500 tons high speed, at 80 cents per pound 800, 000 

Total 4,800,006 

8 per cent on Swedish 202,000 

15 per cent on crucible 225, 000 

15 per cent on high speed 120, 000 

Revenue per annum 547,000 

Note. — ^The above rates of duty obtain under the Underwood bill. In our calcu- 
lations we have throughout used the figure of $500,000 as being the amount of revenue 
derived by our Government each year from the importation of fine steels. It can be 
readily seen from the foregoing that we have been most conservative in this estimate 
and that the amount in actual revenue derived is probably many thousand dollars in 
excess of this figure. 

DEFINITION OF STEELS. 

Steels must broadly be divided into three classes: 

1. FiTu steels. — Fine or high-grade steels made for special piirposes and produced 
in relatively small quantities from pure base or refined raw materials. Such fine steels 
may be approximately pouped as straight carbon or may contain alloj's, and the work- 
manship thereon is a highly developed art. Generally manu^sictured by the crucible, 
electric, or similar processes and melted in small furnaces from very pure raw materials. 

2. Intermediate steels. — ^The output quantity production from lar^ furnaces usine 
leas refined raw materials and fabricated mostly by mechanical equipment and used 
for automobile parts, axles, etc. 

3. Tonriage steels. — Totally massed production of steel from ordinary raw materials 
fabricated by machinery with the whole idea and principle of tonnage output and at 
cheap prices for constructional, railway, shipbuilding, and heavy machinery purposes. 

Paragraph 304. 

DISTINCTION IN STEELS UNDER DIFFERENT METHODS OF MANUFACTURE. 

The proposed para^ph 304 overlooks the differential made in paragraph 110 of the 
Underwood tariff which provides for different rates of duty. For steels made by the 
crucible, electric, and similar processes (present duty, 15 per cent ad valorem on the 
foreign market value) and the open hearth and Bessemer steels (present duty partly 
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on the free list and partly 8 per cent ad valorem on the foreign market value). We 
maintain this present distinction is proper and should be continued as the imports 
of crucible, electric, and steel made bv similar processes are principally tool steels. 
whereas the imports of open hearth and Bessemer steels are principally semifinished 
raw materials used by American manufacturers, as such. 

CRUCIBLB 8TEEL. 

Eistory of the industry. — Crucible steel was invented and manufactured at Sheffield, 
England, in 1740, and has been exported to the United States for about 100 years. 
Crucible steel has been made in the United States for approximately 80 years, and has 
developed in proportion to the demand. 

The larger proportion of crucible steel imported into this country comes from 
England. Small quantities are imported from Sweden and Austria and one or two 
other European countries. These crucible steels are sold strictly on quality and the 
imported material has never been sold on price and does not compete with tiie Amer- 
ican product except on a qualitv basis. The price at which the foreign crucible steel 
is sold is always much higner than the market price of the American production for 
steels of similar classification; this differential varies from 20 to 50 x>er cent at the 
present time. 

For many years past, the tonnage of imported crucible steels has been either sta- 
tionary or aecreasing, and it can not therefore be argued that the foreign crucible steels 
are a menace to the American producer. 

We would state that in the past many important American industries have built 
up their business and their reputation resulting from the use of t-he high quality of 
imported crucible steels. Since that time, however, the American cruciole steel 
manufacturer has in many cases succeeded in producing a steel which has been found 
satisfactory, and the American consumers now largely buy the domesric product. 
This partljr accounts for the decrease in the tonnage of miported crucible steels. 

There still remains, however, a demand from a number of American manufacturers 
for a superior crucible cast steel required for the manufacture of special tools. Contrary 
to anv statements which may have been made, we assert that the highest grades of 
crucible carbon tool steel are not produced in the United States. We do not suggest 
that this superior grade of crucible carbon tool steel can not be made in this country, 
but would point out that the raw material used and the process of manufacture adopted 
are different. 

The apparent reason that this superior quality of crucible steel is not manufactured 
by the American producer is that tne tonnage involved is so negli^ble that it has not 
justified any special efforts being made to obtain the business. It is, however, worthy 
of note that the same raw material (Swedish iron) and also the process of manufacture 
are open to the American crucible steel maker, should he choose to adopt them. 

Owing to the enormous advance in the price of raw materials and the Iwge increase 
in the cost of labor in Europe during the last few years, it has been fotmd increasingly 
difiScult for importers of f oreipi crucible carbon tool steels to sell their goods in A merica . 

As previously stated in this brief, the differential for steels of similar classification is 
from 20 to 50 per cent higher than the American price. Any increase in the duties 
will most seriously affect the position of the importers of crucible carbon tool steels. 

American manufacturers wno now find it advisable to purchase imported crucible 
carbon tool steels on account of superior quality, will be unable to continue said pur- 
chasing. If they are unable to buy the imported crucible steels, they will be forced 
to purchase an inferior steel, which will result in decreased efficiency in production. 
It will, therefore, be seen that in any event the American manufacturer will be faced 
with increasing costs which will be reflected in the selling price of the particular tools 
or articles produced or be forced to offer an inferior product. 

This situation is one which would be extremely detrimental to the American engi- 
neering industry as a whole and should be avoided. 

Conclusion. — (a) The imports of crucible carbon tool steels are decreasing. 

(h) They form only a negligible proportion of the crucible or fine steel trade of this 
country (less than 2 per cent) . 

(c) They never compete on price and are sold only on quality at much higher rates 
than American crucible steels of similar cfassification. 

(cQ Any increase in the present tariff rates will greatly reduce the small tonnage of 
crucible carbon tool steel entering this country, resulting in loss of revenue and 
increased costs to those American manufacturers who will still be obliged to buy 
imported crucible steel. 

We therefore urge that in so far as crucible carbon tool steel is concerned that the 
present rate of 15 per cent ad valorem be allowed to stand and request that paragraph 
304, Schedule 3, of the Fordney bill (H. R. 7456) be amended accordingly. 
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ELECTRIC FURNACE STEEL. 

Electric furnace steel, which approaches crucible carbon steel in quality, is Iwgfcly 
used in the making of tools. For this purpose its use is constantly increasing. There 
is, however, very little of this grade of steel imported from abroad. 

OPEN HEARTH AND BESSEMER STEELS. 

History of industry. — Imported steel manufactured by the open-hearth and Bessemer 
processes have been purcnased in the United States for the past 50 years but have 
shown no recent increase in tonnage. 

The sale of such steels imported from Europe is extremely precarious because these 
metals cost much more than similarly made American metals and are sold only because 
of their superior adaptability for some process in American manufacture. 

It haa always been proven that when the tonnage of any metal imported from 
Europe becomes of sufficient importance to cause the American metallurgists to de- 
velop a substitute, European steels — as in the case of bicycle and other seamless 
tubing — ^have been driven from this market. 

The margin of higher price which the European metals must secure over the prices 
asked for American metals made by similar processes is closely limited by how much 
the American manufacturer feels that he can increase the cost of his finished product. 
The closer the competition in the seUing price of articles made by American manu- 
facturers who have purchaaed European steels manufactiu-ed by open hearth and 
Bessemer processes, the smaller the volume of sales to this countr^^ because of the 
desire of tnese manufacturers to lower their production costs. Tms results in the 
constant development of new specialties by European metallurgists which, when recog- 
nized, are then adopted by Alnerican steel makers thereby excluding tne European 
product. 

Conclusion. — The open-hearth and Bessemer steels imjwrted into this country 
never compete in price with domestic steels made by similar process, and are only sold 
in this country on account of high quality. 

The increase in the present proposed dutjr compared with the Underwood tariff 
now prevailing is excessive and means prohibition of import of these steels, which in 
turn reflects less revenue and considerably increases costs to the American manu- 
facturer, who may for quality sake still be .required to use these imported steels, but 
this increase will be paid for by the American public. We therefore urge the follow- 
ing modifications to be added to paragraph 304: 

"'Provided, That steel ineots, co§ged ingots, blooms, billets, slabs, bars, sheets, 
plates, and steel not specially provided for made by the Bessemer, Siemens-Martin, 
open hearth or similar processes in the manufacture of which wood or charcoal is used 
as fuel, all the forgoing valued at not over 4 cents per pound shall be subject to a duty 
of three- tenths of 1 cent per pound; valued over 4 cents per pound, six-tenths of 1 
cent per pound." 

Note. — In paragraph 305 remove the word "chromium" from its association with 
tungsten and molybdenum and classify it with silicon and manganese as chromium 
in combination with carbon steels to the extent of 1 to 1§ per cent is only used to in- 
tensify and deepen the hardening property of the carbon content and is never con- 
sidered as a tool steel nor as giving special qualities such as shown in the use of larger 
percentages of nickel, tungsten, molybdenum, etc. The permitted contents — silicon, 
chrome, or manganese— should be increased to \\ per cent, and should be confined to 
open hearth and Bessemer steels. 

letter by THE INOERSOLL-RAND CO. 

August 6, 1921. 
Hon. Boies Penrose, 

Chairman Senate Committee on Finance. 

Dear Sir: We manufacture rock drills, air compressors, and general mining ma- 
chinery and are the largest industry of its kind in the world. 

We control and operate six plants located in the United States and one plant in 
Canada, employing normally 6,000 hands. Besides the branches located in 22 im- 
portant cities m this country we have branches or agencies established in every 
important country on the face of the globe. 

(Jne of the principal products of our manufacture is rock drills used in the excava- 
tion of ore, minerals and stone, in mining, tunneling, and quarrying operations. 

In the early dayti, drilling of hard substances was carried on by means of hand drills 
and the process was slow and expensive. An ordinary grade of tool steel was used and 
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answered the purpose very well. About 40 years ago the percussive type of rock drill 
was developea and revolutionized the art of drillinj^. This called for a better grade of 
steel since the service expect^ of it was more severe. The striking force or power of 
the rock drill machine was increased and demanded a grade of steel that was better 
able to resist shock and still maintain \is rutting edore. 

It might here be stated that there is no machine in use to-day, with the possible 
exception of the steam hammer, that is required to withstand so much abufie as a 
rock drill. In fact, it is questionable whether any machine, after taking into con- 
sideration the skill of the opei'ator, receives as little care and attention as the rock 
driU. 

When drill steel was produced that could withstand the increased work placed 
upon it by the harder striking machines, efforts were then directed toward develop- 
ing an even more powerful machine. The history of the conflict between armor 
plate and the projectile has a parallel, in a measure, to the war that was waged be- 
tween the rock dnll machine and the steel. In one case the drill steel would with- 
stand, just like the armor plate, the impact of the blow it received, but with the 
greater strides made in the improvement of rock drills, just like the perfecting of the 
projectile, the drill steel was no longer able to withstand the abuse, and the demand 
was again created for a grade of steel that would not yield to the added punishment. 
This conflict is still going on, and the supremacy of tne one over the other lies in the 
ability of the steel manulacturer and the designer of the rock drill to outdo the other. 

The best experience of the steel makers and scientific knowledge of metallurgists 
have been directed toward producing steel of such character as to withstand the 
extraordinary severe service required of it, which some authorities are ready to admit 
approaches very nearly the physical possibilities of the metal, so far as the art of steel 
making goes to-day. 

In testing and putting into service every known brand of drill steel produced in 
this country over a period of many years, whether produced by the crucible, electric 
furnace, open-hearth, Siemens-Martin, or Bessemer process, we were forced to reach 
the conclusion that we had to turn to foreign-made steel if we hoped to get a better 
quality for this particular purpose. This is not a reflection on the manmacturers of 
steel in this country, as we firmly believe they have made the bdst of their raw prod- 
ucts. It can not be disputed that the art of steel making in this country has progressed 
just as far as with any steel manufacturer in the world, but for certain purposes, such 
as rock drill steel, this country does not possess basic ores that equal some of the 
ores that are mined in Sweden. Our entire product, with the exception of drill steel, 
is manufactured from materials, either in the raw or finished state^ that are pro- 
duced in this country, but in the case of drill steel, where so much is expected on 
account of the abuse it receives and the peculiar service it performs, we can not, in 
justice to ourselves and our trade, put out an article that is not equal to that produced 
abroad. Our poUcy always has been, and always will be, to use American-made 
materials in the production of our products, and we only go outside our domains when 
we can not get a commodity produced at home that is as good as that from abroad. 

The evolution of the rock drill has given us the hammer type of drill, which, while 
performing the same function as the percussive drill, differs widely in principle. 
The hammer type of drill is much lighter in weight, operates more rapidly, and in- 
stead of lifting the steel in the hole with each stroke it strikes the steel a blow on the 
end while it is comparatively stationary. The work imposed upon steel used in this 
machine is even more severe than in the other type of drill, because, while the blows 
struck are lighter, they are much more frequent, so the molecules of metal in the 
steel are in a constant state of a^tation, whereas with the old types of drills there 
was a period of rest which was not so injurious to the steel from the standpoint of 
crystallization. The drill steel used with these machines is invariably hollow, i.e., 
it is made with a hole through the center. The hole is intended to carry a mixture 
of air and water to the cutting bit, which allays the dust, cools the point of the steel, 
and cleans the hole. In many mines it is reauired to use the water type of drill, 
and they are now universally used in practically every mine in the World: 

The manufacture of hollow steel presented many difricult problems, but the pioc- 
esses now employed have been perfected to such an extent that we are able to ^et 
a satisfactory article, but theie is still room for improvement. When the necessity 
arose for producing hollow steel the earlier practice was to drill a solid bar of steel 
from either end. The length of the bar was lindted by the depth a twist drill could 
bOTe a hole. The method was slow and expensive and not satisfactory. As the 
demands for hollow steel increased and provisions had to be made for producing it 
on a commercial basis in larger quantities and longer lengths, one of our steel mills 
in this country about 25 years ago conceived the idea of rolling the steel from the 
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billet with a pierced hole in it in which had been placed a soft iron bar. Th e theory 
was th Sit as tJie outside diameter of the billet was reduced the hole would likewise 
iiminish in diameter and the iron bar could be drawn out after the bar of steel wan 
cold on account of its ductility. 

Only a small quantity of hollow steel was produced in this manner aa the process 
was not practical and far from commercial. 

About this time a process for makins; hollow bars was patented in England and la 
known as the ''sand core" process. The patent really applies to the method of ex- 
tracting th e core from the hole after the bar is rolled. The process consisted of drilling 
a hole in the billet and plugging the hole up with sand and thei^ sealing the ends 
of the billets with boiler punchings. The billets were drilled cold and after thev 
had been prepared in the manner designated were heated in the furnace and rolled. 
The bars were then allowed to cool and the sand core was removed by a jet of air 
introduced by means of a small piece of tubing inserted in the hole. There are a 
number of concerns in Sheffield making steel by this process and also a number of 
concerns in Sweden who use the same method, some mills modifying it to the extent 
of removing the sand core by means of a jet of water instead of air. There are seven 
steel makers in this coimtry who make hollow steel by the sand-core process or a 
modification thereof, and one of these, the Crucible Steel Co. of America, is sup- 
posed to be working under a license of the patentee and claim to have exclusive 
rights for this country. There is another process employed for making hollow steel 
by one of the mills in Sweden, generally known as the li^drel process. 

Hollow steel made in this manner is rolled from a billet that is pierced hot and the 
billet then rolled in a tube mill similar to that employed and generally known as the 
Mannesman process. None of the hollow steel made in this country is produced by 
this latter process. We procure our hollow steel in Sweden, and it is made by the 
only mill tnat we know of that employs the Mandrel process, and consider it superior 
not only because of the quality of the metal but on account of the way it is manu- 
facturea. 

Our experience, extending over a period of 25 years with hollow steel made in 
this country, convinces us that the American manufacturer has not yet produced a 
quality that is equal to that made in Sweden and we are firmly of the opinion that 
an equal quality never will be produced until the same base materials are used and 
it is manufactured by the same process. 

We are perhaps the laigest importers of hollow steel in this country and attribute 
our success not alone to the machine that we manufacture but to the superior cutting 
and enduring qualities of the steel that is used in conjunction with the machine. 

Our importation of hollow steel approximates 2,000 tons per annum, on which we 
pay under the present tariff act a duty of about $36,000. Under the proposed Fordney 
tariff bill this auty would amount to $90,000 approximately on the same steel. This 
added cost would have to be borne by the mimng industries in this country. If on 
account of the higher price charged for the steel the mines should decline to continue 
the use of Swedish steel we would be penalized for having placed on the market a 
quality of steel that will accomplish more in actual drillmg performance than any 
steel produced in this country. 

We, therefore, request that paragraph 304 of the proposed tariff bill be so amended 
as to permit of Swedish hollow steel being admitted to this country without any in- 
crease over the present tariff. 
Yours, very truly, 

George Doubleday^ 

President. 

Paragraph 305. 
allot steei^ in general. 

This applies to all steels containing more than six-tenths of 1 per cent of the 
following alloys: Nickel, cobalt, vanadium, chromium, tungsten, and molybdenum, 
or any other metallic element used in alloying steels. The fact that these steels con- 
tain alloys does not increase the manufacturer's cost in proportion to the 15 per cent 
ad valorem assessed imder paragraph 305. The quantities of the imports of these 
steels are practically negligible compared with the tonnage produced in this country, 
and the fact remains that the duty of 15 per cent under tne Underwood tariff has been 
suflBciently high to prevent imported steels from competing with domestic manu- 
facturers on a price oasis. 

Example 1. — ^A magnet steel, which is alloyed with about 1 per cent tungsten, 2 per 
cent chrome, and made in the electric furnace, sells in the American market 13J centa 
per pound delivered. It would carry under the proposed tariff the following duties. 
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aasuming this steel costs lOJ cents per pound at port Gothenburg, Sweden, and is 
assessed on foreign invoice value: 

Paragraph 304, specific cents per pound. . 2. 00 

Paragraph 305, 15 per cent ad valorem do 1.57 

Total duty do .... 3. 57 

Equal to 35 per cent on foreign invoice value. 

Example 2. — ^A chrome steel, Siemens-Martin quality, for ball bearings and steel 
for balls containing about 1 per cent carbon, 1} per cent chromium, is valued, at 
Liverpool, at 12} cents per pound. On the foreign invoice value this steel would 
carry the following duties: 

Paragraph 304, specific cents per pound . . 2. 50 

Paragraph 305, 15 per cent ad valorem do 1. 91 

Total duty do. ... 4. 41 

E^ual to 34 per cent on the foreign invoice value. 

Similar chrome ball-bearing steel made by the electric process in the United States 
sells from 10 to 13 cents per pound. The lower price on the hot melt, the higher 
price on the cold melt. It will therefore be seen that the price at Liverpool is alr^tdy 
nigher than the American selling price, and we again revert to our original contention 
that all these **fine steels,'' be they alloy or otherwise, do not need any duty at all. 

Example S. — Hot-rolled tungsten alloy sheets for hacksaws containing about 1.25 
per cent tungsten, 1 per cent carbon, cost, at Liverpool, 20 cents per pound. The 
selling price of the American mills for this steel is 25 to 27 cents per pound. The 
duty on foreign invoice value would be as follows: 

Paragraph 304, specific cents per pound. . 3. 50 

Paragraph 305, 15 per cent ad valorem do 3. 00 

Total duty .• do 6. 50 

(Calculation based on present method of assessing duty. American valuation 
clause disregarded.) 

This is 32i per cent duty on the foreign invoice value, to which freight, insurance, 
and landing charges and selling expenses have to be added. It therefore will again 
be seen that the foreign steel is absolutely not competitive on a price basis. 

Furthermore, the innumerable varieties of alloy steels for automobile construction 
absolutely can not be imported into the United States from abroad, as the American 
nulls by far exceed in technique, promptness of delivery, laboratory facilities, and 
immediate expert advice as to the treatment of such steel; therefore, the importer is not 
seriously considered by the American automobile manufacturer. These foreign auto- 
mobile alloy steels are not only higher in their original cost, but even if thev were 
from 25 to 50 per cent cheaper than American steels, they could not possibly oe con- 
sidered as a competitor of American steels because of the distant source of supply. 

Concltuion. — (a) These figiu-es prove that even without duty on foreign "alloy 
steels* ' they could not be sold on a competing price basis. 

(h) The present Underwood tariff duty of 15 per cent ad valorem on foreign invoice 
value has already brought imports of fine steels to a minimum. 

(c) A straight 20 per cent ad valorem duty on foreign invoice value without the 
15 per cent cumulative duty of paragraph 305 would not increase these imports, but 
tend to restrict them still further. 

(rf) The 15 per cent ad valorem on an alloy steel under paragraph 305 is altogether 
unnecessary for the protection of the American industry and is drastically prohibitive 
as to a source of revenue. 

(e) The 15 per cent additional duty assessed under paragraph 305 is absolutely 
inconsistent and no reason can be found for same, in as much as it costs no more and 
creates no additional waste to put such alloys into the steel and finish into bars. In 
fact, the additional chromium in steel makes the resulting ingot much easier to be 
turned into finished bars. It can not be said that the cost of the alloys in the steel 
demand this additional 15 per cent, because these costs for alloys are already taken 
care of in the present American selling prices, the same as they are taken care of in 
the foreign selling prices, consequently the 15 per cent additional for alloys used in 
the steel is inconsistent and unfair. The greater amount of labor involved in a ton 
of production, with the equivalent less tonnage output per man, the higher the selling 
pnce for the size, section, or quality of steel produced. The same conditions obtain 
abroad, and America is favored because here we produce our alloy "fine steel" 
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specialties with greater percentajre of machine production per ton, as compared with 
hand labor per ton, than any other producing country, and certainly manufacture 
these specialties as cheaply as the foreigner. 

The total production in the different American steel productp^ and the proportionate 
amount of labor and capital investment involved, are all equitably reflected in the 
differences established in the selling prices for these various steel commodities, with 
no reference or relation to the tariff or any foreign competition whatsoever. There 
were about 22 manufacturing plants in the "fine-steer* business in America prior to 
the war. There are now about 45. The Crucible Steel Co. of America operate about 
10 of these plants. The producing capacity of the American ' * fine steel " has increased 
between three and four times to what it was before the war. There must be an oppor- 
tunity for the present small percentage of foreign **fine steels" to enter America, 
because the American buying public demands them, and to protect this public from 
being absolutely at the mercy of the American manufacturers. Then, too, the ques- 
tion of possible tariff retaliation at the rate of which the power is 50 to 1 should be 
considered. 

(Jf) The American importers of '*fine alloy steels,*' recognizing the Congress of the 
United States as the supreme bulwark of the rights of the American prople, most 
earnestly pray that your committee will make a searching inquiry into this whole 
subject, and without fear or favor act for the protection of the good name of America 
and the interests of the American people. 

ALLOY TOOL STEEL — HIGH-SPEED TUNGSTEN STEEL. 

History of the industry. — High-speed steel was invented in 1901 and in the begin- 
ning chiefly made in and imported from England, but with the passj^ of time the 
American mills perfected the making of this steel and cheapened its production to 
such an extent tnat during 1920 approximately 30,000,000 pounds were produced in 
the United States and only about 3 per cent was imported, with a duty revenue to 
our Government of approximately $150,000. 

The new methods employed and the large tonni^e consumed make it now possible 
to produce this steel cheaper in the United States than in England. 

The requirements of the American users of fine steel demand deliveries from stock, 
and the European mills being distantly located (requiring four to six months deliv- 
ery), necessitate large stocks in America, and the import^-, by reason of the foregoing, 
is subject to heavier selling expense than the Amencan mills. A low estimate of the 
selling expense on high-speed steel is 25 cents per pound. 

The American mills are not handicapped to the foregoing extent with respect to 
their selling expense as are the importers. This advantage, combined with the lower 
cost of production, as aforesaid, gives the American producer a double benefit. It 
will therefore be seen that an increase of duty, as in the proposed Fordney schedules, 
only aggravates the situation still further ani will actually result in destroying busi- 
nesses of American citizens, inasmuch as an experience covering 30 or 40 years has 
demonstrated that the foreign mills are unable to sell their product in the United 
States except through an American agent, importer, or middleman. 

Prices. — The English 18 per cent tungsten standard high-speed steel sold in 1920 
at or about 72 cents per pound in Liverpool. The reduction up to date, in line wit h 
reduced cost of raw material, fuel, and labor, and with overhead based on normal 
mill output, is probably 20 per cent, and foreign high-speed steel may now be pur- 
chased in Liverpool at 58 cents per pound at tne exchange rate of $3.60 per pound 
sterling. To this price must be added 5 per cent for cases, freight, insurance, land- 
ing charges, and cartage to deliver the steel to the warehouse floor (plus, of course, 
duty). 

Before the war metallic tungsten sold for 50 cents per pound, which is also its pres- 
ent cost (see Iron Trade Review, July 28, 1921, p. 254); and the standard high-speed 
steel of 18 per cent tungsten, to-day's price, 45 to 50 cents per pound; 1 per cent 
vanadium, to-day's price, $5 to $6 per pound; 3 to 4 per cent chromium, to-day's 
price, 12 to 14i cents per pound; 78 per cent iron, to-day's price, 5 cents per pound, 
cost the American maters before the war about 30 cents per pound in a finished bar 
on the mill floor. 

This same quality of standard high-speed steel cost before the war (at the then 

Erevailing rate of exchange of $4.86 per pound sterling) 42 cents per pound in 
liverpool. 

At the beginning of the war the American hirfi-speed steel sold from $2.50 per 
pound up to as high as $3 per pound, while the British Government embargoed ita 
exports. Later American high-speed steel sold during the war, under Government 
ruling, at $1.90 per pound. 
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At the time of the armistice prices receded to $1.50 per pound and the present 
prices are: Nominal retail price, $1 per pound; moderate consumer, 90 to 95 cents per 
pound; laree consumer, 80 cents per pound. 

We also hear of prices from 65 to 70 cents per pound for as small lots as even 1,000 
pounds at a time. It therefore appears that foreign high speed steel, even under the 
present duty of 15 per cent ad valorem on foreign invoice value, can not be deemed a 
competitor of the American product when sold on a price basis. 

Proposed duty under the Fordney bill on tungsten alloy steels (such as high-speed 
steel) being valued above 40 cents per pound: Paragraph 304, 20 per cent; paragraph 
305, cumulative for the fact that an alloy is in the steel, 15 per cent; paragraph 305, 
cumulative, specific duty for the 18 per cent tungsten contents, 12 cents per pound. 

On an American valuation of, say, 80 cents per poimd (which already includes the 
selling price and profit) this means: 20 per cent, 16 cents per pound; 15 per cent, 12 
cents per pound; for 18 per cent tungsten, 12 cents per pound; total, 40 cents per 
pound. 

This on a price of 58 cents per pound in Liverpool, plus 5 per cent expenses, is eaual 
to 61 cents per pound; proposed new duty, 40 cents per pound; on the warehouse floor 
of the imp<»'ter, $1.01 per pound. 

Assumine^ that the duty would be assessed on the foreign invoice value of, say, 20 per 
cent ad valorem, this would result in the following: Liverpool price, 58 cents per 
pound; 5 per cent expenses, 2.9 cents per pound; 20 per cent of 58 cents, 11.6 cents 
per pouna; total, 72.5 cents per pounci. 

To these two calculations must be added the 25 cents per pound selling expenses, 
80 that the importer is required to obtain -at least: On American valuation, $1.26 per 
pound; on foreign valuation, 97^ cents per pound before a profit is derived from nis 
investment, whereas the American mills' selling price to-day is from 65 cents to $1 
per pound, which includes selling expenses and profits. 

Conclusion. — (a) The foregoing figiies prove tnat even without the duty the im- 
ported steels could not really be sold competitively on a price basis. 

(b) The present Underwood tariff of 15 per cent ad valorem on foreign invoice value 
has already brought the imports to a minimum. 

(c) Even a straight 20 per cent ad valorem duty on foreign invoice values without 
the two cumulative duties of paragraph 305 would not increase these imports but 
would absolutely restrict them. 

(d) The 15 per cent ad valorem for being an alloy steel under paragraph 305 is 
altogether unnecessary for the American industry. 

(«) The 15 per cent additional duty of paragraph 305 taxes the labor, raw material 
(except as to tungsten) selling expenses and profits twice, as it is already taxed 20 per 
cent ad valorem under paragraph 304. 

(/) The specific additional tungsten duty of paragiaph rC5 is 1 y far tco high, as it 
can not be assumed that the tungsten metal duty under parapiaph 302 will advance 
the price or cost of tungsten to the American steel maimer to the extent of the tungsten 
duty under paragraph 302. Faragraph c02 taxes pure metallic tungFten 72 cents 
per pound plus 15 per cent ad valorem. The present price of tungsten, as per daily 
reports in tne Iron Trade Review, is from 45 to 50 cents per pound. The present 
Underwood tariff assesses tungsten metal under paragraph 101 with 15 per cent ad 
valorem, and the Fordney bill maintains this 15 per cent ad valorem under paragraph 
302. Therefore, the 15 per cent under the proposed Fordney bill will leave the tung- 
sten situation as to that tax in exactly the same condition as it has been for the last 
eight years. Consequently only the 72 cents per pound spedfic^duty on tungsten 
metal of paragraph 302 may be taken into confeid oration in this calculation. 

We befieve that it can not be assumed that the price of tungsten will increase from 
pO cents per pound to $1.22 per pound becauee the American tungsten mine will sell 
in competition with the other American mines and supply and oemand will govern 
the price. It is not the duty which will govern the price, but the duty will only 
be a contributing factor. 

(g) The second paragraph of paragraph ?05 aseumes that this 72 cents per pound 
of me tungsten duty of paragraph E02 will carrj- itf elf along equally balanced into the 
steel, viz: Paragraph 305 provides a specific tungsten duty of 72 cents per pound on 
all tungsten contents above IJ per cent. This is for 18 per cent tungsten steel 161 
per cent, which is 12 cents per pound of the tungsten in tne finiehed bar. 

We claim that due regard should be given to the extent to which the additional 
<luty of paragraph 302 on tungsten metal, in comparipon with the Underwood bill, 
will carry itself lorward to the finished bar steel in the last paragraph of 305; and the 
alloy steels should not be taxed to the full value of this increase of duty of paragraph 
302, but should be taxed correspondingly much lower than now specified and should 
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be according to the prevailinfi[ opinion as to how far this advance in tungsten metal 
of 72 cents per pound will be lelt by the American steel maker in the ingot cast. 

We consider that alloy steels belong in paragraph 304 and by reason thereof be im- 
mune from the additional 15 per cent duty of paragraph 305, for which there is no 
just reason or explanation possible. 

We further consider that a more equitable compensation should be found for the 
duty of paragraph 302 as to the alloys in the steels than by assuming that the full 
advances of the duties of the alloys of paragraph 302 will take effect to its full extent 
in the finished steel to the American maker, and we further believe that one-half of 
this 72 cents would be amply protecting the American steel maker. 

We qualify this by the miormation, which we have on good authority, that there 
is at present in this country enou^ tungsten and tungsten concentrates to be sufficient 
for a normal demand by the steel makers for at least two years — probably 10,000 tons — 
and under the present curtailed demand this supply will last much longer—probably 
four to five years. Consequently it is not to be expected that a demand for the im- 
portation of tungsten or tungsten concentrates or metallic tungsten will arise for 
probably three to four years, and therefore the timgsten price will again be governed 
not by the duty under paragraph 302 but solely by the supply and demand. For 
this reason we dfeem it fair and e(iuitable that this fact should nave a stnmg bearing 
on the last part of paragraph 305, in view of the fact that such a specific duty as under 
paragraph 305 would have an immediate effect on the importer of the steel. 

Paragraph 316, 
wire and cold-rolled strips. 

This paragraph provides a duty of 20 per cent on the United States domestic market 
values on all wire valued above 6 cents per pound and on all cold-rolled strips not 
thicker than one-fourth of an inch and not exceeding 16 inches in width. 

History of the industry,— ^it cold-rolled steel for stamping and drawine purposes, 
used in the manufacture of the typewriter, adding machine, sewing macnme, auto- 
mobile parts, etc., is so cheaply produced in the United States that it is impossible 
to import. The American mills produce this soft cold-rolled steel so efficiently and 
in such lax]ge tonnage that it sells in the United States for 4} cents to 6 cents per 
pound, which is below the European cost of production. 

Cold-rolled strip steel of the better grades suitable for hardening and tempering 
and tempered cold-rolled strips imported from Europe are confined to a few nighly 
specialized grades, purchased on account of superior quality and individual prefer- 
ence, for which the consumers feel inclined to pay a premium above the market price 
for similar grades produced in America. 

The importation of these specialties from Europe has not increased, but rather 
steadily decreased, during the past 10 years on accoimt of the improvements made 
by the American manufacturers of similar grades, making it more difficult for the 
European products to compete. Therefore only a small tonnage of these European 
grades are sold in America, and this only to the consumer who does not want to sacri- 
fice the quality by buying the grades manufactured here at the cheaper price. 

Price. — The European manufacturers have to contend with constantly higher costs 
of production, especially in Sweden, where the charcoal fuel is becoming more ex- 
pensive every y^. Sweden practically produces no bituminous or anthnu^ite coal , 
nor coke, all such fuel for the manufacture of steel having to be imported from other 
countries. 

The process of cold rolling strip steel and drawing wire in tonnage quantities has 
been so perfected in the United States that it is practically an automatic machine 
process in which the American mills surpass the European. 

Imports.— The imports of cold-rolled strip steel and wire have been inidgnificant 
imder the present duty of 15 per cent ad valorem on foreign invoice values, and what 
little quantities have been imported have been on accoimt of quality only. 

The importer is subject to heavy selling and warehousing expense and tiiis affords 
the American manufacturer additional protection. 

Duty. — Should the duty be raised higher than the present 15 per cent ad valorem 
on foreign invoice values, this will mean an additional burden on the American con- 
sumer as cold-drawn wire and cold-rolled strip steel imported from abroad are semi- 
finished, which the domestic buyers manufactiu-e into finished products and sell to 
the ultimate consumer or the public. If, however, an increase of duty should take 
place, still smaller quantities will be imported with consequently less revenue. 
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COMPARISON OF PRICES OP IMPORTED COLD-ROLLED STRIP STEEL AND DRAWN WIRE. 

Example 1: Cold-rolled shoe-shank steel sells at the present rate of English ex- 
change, 2| to 5 inches wide by 0.025 to 0.042 inch thick in 50-ton lots: Cents. 

Price per pound at Liverpool 6. 5 

Freight, insurance, landing charges, packing, 5 per cent 325 

15 per cent duty on 6.5 cents 975 

On warehouse floor of importer, per pound 7. 8 

An equal grade of American-made steel sold in 1920, delivered customer's plant^ at 
8 cents per pound, and it is well known that American production cost of raw material, 
labor, and fuel luis gone down considerably since, therefore the present American 
selling price is now less. 

Example 3: A mediimi grade of Siemens-Martin cold-rolled strip steel suitable to 
harden and temper, 0.9 to 1 per cent carbon in a standard size of 3} inches wide by 
0.028 inch thick, in straight strips of 6 feet sells: cents. 

Price per pound at Liverpool, in 500-pound lots 15. 5 

Expenses for freight, cases, insurance, landing charges, 5 per cent 77 

15 per cent duty on 15.5 cents 2. 32 

On warehouse floor of importer, per pound 18. 59 

A similar grade of American cold-rolled steel was quoted in July. 1921, at 8.05 cents 
per pound f . o. b. Pittsburgh, in equal quantities. 

Example 3: Cold-rolled pen steel in standard sizes such as are used for pen making, 
carbon 0.95 per cent, in 50-ton lots sells: Cents. 

At Gothenburg, Sweden, per pound 26. 03 

Freight, insurance, landing chaiges, tin-lined cases, 8 per cent 2. 08 

15 per cent duty on 26.03 cents 3. 90 

On warehouse floor of importer, per pound 32. 01 

The present price of cold-rolled pen steel, as sold bv the domestic manufocturer, 
runs betweexi 20 to 24 cents per pound at American mill. 

Example 4: Cold-rolled hardened and tempered spring steel for mainsprings in 
motors in phono^phs and talking machines, such sizes as 1 inch wide and 0.027 inch 
thick, sells now in 100-ton lots: Cents. 

At Gothenbiug, Sweden, per pound 55. 00 

Freight, tin-lined cases, liuiding charges, insurance, 8 per cent 4. 4 

Pk'esent duty, 15 per cent ad valorem of 55 cents 8. 25 

On warehouse floor of importer, per pound 67. 65 

Similar grades of spring steel manufectured in United States are freely selling at 
30 to 40 cents per pound, and in certain instances at a still lower figure. 

Example 5: Music wire for use in pianos. A trial shipment was made of sufficient 
wireof assorted sizes to string 1,000 pianos, and the price is: Cenu. 

At Gothenburg, Sweden, average price for all sizes, per pound 36. 00 

Freight, tin-lined cases, insurance, landing charges, 8 per cent 2. 88 

Present duty, 15 per cent ad valorem on 36 cents 5. 4 

On warehouse floor of importer, per pound 44. 28 

The average price of such piano wire of sizes used in pianos, made by the American 
wire manufacturers, range between 30 to 35 cents per pound at American mill. 

The facts above mentioned will prove that imported cold-rolled strip steel and 
wire from abroad does not bring any competition to the American manufacturers in 
corresponding qualities, as far as prices are concerned, and that the general conclusion 
can only be that the foreign invoice values are already, without duty and expenses, 
hiefaer than the selling prices of the American mills. The present duty of 15 per cent 
ad valorem — alreadv a most serious check on importations — ^has brought them to a 
practically negligible figure. 

The American user of these semifinished products has so far shown a willingness to 
pay a sligjit premium for what he considers in individual cases a more adapted and 
superior article, but if tiiese differences should become too great he will have to forego 
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his preference and quality, abandoning the use of the imported article or obtain a 
higher price for his nnished product. 

Any advance in duty would aggravate the situation still more and consequently 
reduce the now existing revenue on these imports. 

Conclusion. — We do not believe it to be the intention of Congress to impose a bar- 
rier to the importation of fine steels to the extent that such importation will be elimi- 
nated and consumers of fine steels in this country left to the mercy of domestic manu- 
facturers and a monopoly thereby created. 

As American citizens we protest Aigorously against the destruction of our business, 
particularly in view of the fact that our Government will not benefit from the stand- 
point of revenue but indeed will lose ihe substantial revenue now obtaining. 

The small quantity of fine steels now imported into this country (2 per cent of 
the total consumption here) can not be considered competitive, as the imported 
fine steels do not undersell similar grades of American steels because the imported 
products conmiand higher prices due to their quality, therefore it can not be claimed 
that the American industry is threatened; hence tne proposed increased duty will 
only result in the creation of a monopoly which will have the American purchaser at 
its mercy. 

The proposed duty in addition to causing loss of revenue and creating a monopoly 
will invite retaliation from foreign Governments whose citizens export fine steels into 
this market. This power of retaliation is far more serious than ever before, inasmuch 
as the war has taugnt foreign countries to use substitutes for our products; these sub- 
stitutes they will undoubtedly resort to if the necessity occasions. 

Surely an industry where 98 per cent of the consimiption is manufactured domesti- 
cally and which has been developed in this country for more than 40 years can not be 
seriously interfered with by foreign imports to the extent of 2 per cent. 

A monopoly that the proposed duty confers upon the Amencan manufacturer will 
force the consumer to pay higher prices and thereby disappoint a public who looks to 
the present administration to restore '* normalcy.*' 

We urge upon you that we have overproduction in almost every line of manufacture; 
that an outlet must be found for our surplus and that the few things w hich we can im- 
port go only a small way toward paying for our exports; tiiat the unemployment, 
doubt, distress, and anxiety which are present in America are surpassed by the rest 
of the world. This condition is reflectea by our fast disappearing foreign trade which 
automatically drags down with it our internal commerce, leaving in its wake idleness 
and discontent in our body politic. 

What is the Purpose op a Taripp Law? 

INTBODUCmON. 

The purpose of this pamphlet is to present brief but businesslike reasons why sec- 
tions 304-316 of the proposed Fordney tariff bill, imposing an import duty as therein 
stated upon "fine steels," should be rejected. The effort has l)een made to handle 
the argument so as to avoid a statistical and technical discussion, thereby making 
the same readable. 

The introduction to this pamphlet has indicated that a consideration of the subject 
must necessarily be general as distinguished from a scientific and statistical essay. 

But it must not be assumed therefrom that we have sacrificed accuracy or other- 
wise surrendered to expediency. 

We are constrained to approach the matter in this way, realizing that our Senators 
and Representatives are endeavoring to enact a tariff measure wmch will be for the 
best interest of their country. 

These gentlemen come from the regular walks in life. Few, if any, have scientific 
knowledge or are sufiiciently acquainted with the manufacture of steel to distinguish 
the difference between "fine steels" and "tonnage steels." Not more than a half 
dozen Members of Congress could analyze understandingly the tariff on fine steels 
as obtaining in the objectionable sections 304-316 of the proposed Fordney measure. 

Nor need the gentlemen at Washington acquaint themselves with this technicil 
knowledge in order to perform their duty, because our Congressmen are well aware 
that they need apply a simple test only to determine if an item should or should not 
bear an import duty, and how much. 

This test is: (a) Does the industry producing the material need protection; if eo, to 
what extent? 

(6) Will the proposed duty on a material yield revenue to the Government? 

The foregoing test is the basis of our objection to the duty levied in the proposed 
Fordney measure on fine steels, and our arguments in respect thereto are: 
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The fine-steel industry needs no protection, and certainly not to the extent pro- 
vided for in sections 304-316 of the proposed Fordney bill. 

The fine-steel industry in the United States was developed over a ]>eriod of ydars 
by a process of evolution hand in hand with the cotton gin, harvesting apparatus, 
machine tools, sewing machine, breech-loading weapons, typewiiter, bicycle, lino- 
type, automobile, airplane, ana other machines where American mechanical in- 
genuity leads the world. These intricate machines contain many parts, which, by 
virtue of the friction and burden imposed thereon, are required to possess a fineness 
and quality that yield strength, toughness, and durability while operating at high 
speed. 

The majority of parts of these machines were made interchangeable. In due 
course an immense business was created in the production of fine steel, from which 
many of these parts are manufactured and numerous other uses were developed for 
fine steels. 

In 1920 there were about 45 plants engaged in the production of fine steels within 
the United States. The growth of the industrv was extensive and the profits there- 
from great, which caused the inevitable result that the business suffered through 
overproduction. 

But to say that the situation may be remedied by a tariff is too ridiculous to admit 
of argument when one pauses to consider that of the fine steel marketed in the United 
States each year only about one-fiftieth (2 per cent) thereof comes from abroad. How 
small a competitor of the domestic maniuacturer is the foreign importation of fine 
steel is self-evident and makes obvious that the sections 304-316 of the proposed 
measure will encircle the American market with a Chinese wall, thereby creating a 
monopoly fattened by favor. 

If Gongrees, with full knowledge of the situation, permits this condition to come 
about, then so let it be, as the responsibility will rest on that august body. 

If, however, the fine-steel industry is entitled to have its economic condition relieved 
bv confi^essional legislation with respect to the tariff — especially when the question 
of tariff in no way contributed to said condition — then the same privily shoidd be 
accorded to aU other lines of industry. If this were done, we woidd have me American 
public at the supreme mercy of the shoe manufacturers by placing a prohibitive 
tariff on hides; thepublic at the supreme mercv of the sugar producers by a prohibitive 
tariff on sugar; and the public at tiie mercy of the oil producer by a prohibitive tariff 
on the importation of oil, and so on, ad infinitum. 

Those favoring the enactment of sections 304-316 of the proposed Fordney measure 
may indulge in all the specious amiment that the English lan^a^e affords to justify 
said sections, but when subjected to the cold analysis of logic the fact can not be 
denied tiiat tJie development of the fine-steel industry in the United States has been 
in progress for 50 years or more last past, and the business to-day is in the hands of 
about 45 pUoits of greater or lesser magnitude producing annually more than 1,000,000 
tons. The present import duties on mie steels from abroad has enabled the American 
manufocturers to dispose of their product at a handsome price, thereby yielding most 
substantial profit. The importation of fine steel from abroad— 20,000 to 25,000 tons 
annually — ^has in no way interfered with the development of the American industry 
or with tlie marketing of its product, inasmuch as the great percentage of the foreign 
importation has been of an exceptional quality necessarily requir^ to be manu- 
factured abroad by reason of the pecidiar characteristics of the raw materials employed, 
and the imported product'makes no attempt to undersell the American product, but 
as a rule procures a higher price because of this quality. 

The argument that the fine-steel indus^ in the United States needs protection 
by an absolute prohibitive tariff, contained in sections 304-316 of the proposed Fordney 
measure, is both improper and incorrect and is inspired solely by the desire to eliminate 
every vestige of poss]l[)le competition and thereby compel American consumers to 
pay an outrageous and unthinkable price for fine steel. 

II. 

WILL THB PROPOSED DUTY ON A MATEBIAL YIELD REVENUE TO THE GOVERNMENT ? 

The duty on fine steel under sections 304-316 of the proposed Fordney measure 
will yield no revenue to the Government, but on the contrary will destroy a substantial 
revenue at present derived from the tariff now obtaining. 

The foregoing assertion is not conjectural or speculative. Indeed, it is a poiiti ve 
statement of fact, which an examination of the existing tariff and the proposed taiiff 
will verify. 
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Under the tariff at present obtaining, the revenue to the Government derived from 
the importation of fine steel approximates $500,000 each year. 

Sections 301-316 of the proposed Fordney measure by levying a tariff which is so 
great as to preclude the importation of fine steel except in negligible quantities (which 
can not be had in the United States, and must, therefore, be purchased abroad), will 
Qecesttai'ily destroy entirely the revenues heretofore derived from foreign importation. 

It can not be argued that the higher rates in the proposed Fordney measure will com- 
pensate for the loss of quantity importation, because the reduction in quantity im- 
portation will in no way be oifeot by the revenue from the suggested increase in rates. 

Furthermore, an examination of sections 304 -31 C of the proposed Fordney measure 
iiscloses that the Government will be required to maintain an ai my of export chemists 
wid analytical laboratories at tremendous expense, which will greatly lessen such 
«^venues that mav be derived from the new rates. 

We make no ef!ort to submit a table of comparisons contrasting the import duties 
levied by the tariff at present obtaining and those fixed in the proposed Fordney 
measure because to do so would require biirdensome and intricate statistics, which we 
have purposely endeavored to avoid in this pamphlet. We are prepared, however, to 
submit such tables upon request by any Congressman or conimittee. The enormous 
expense entailed in the maintenance of chemists and analytical laboratories is obvious. 

Conclusion. — We, as citizens of the United States, who imi>ort fine steels from 
abroad, are not unmindful of the fact that our country is required to have a tariff 
measure for the protection of home industries where protection is necessary and for 
purposes of revenue. At the same time we submit most earnestlv with respect to 
the fine-steel industry that by no stretch of the imagination may it te argued that the 
industry in the United States needs additional protection, and we furtner emphasize 
that sections 304-316 of the proposed Fordney measure will defeat its own purpose 
with respect to deriving revenue. 

We further argue in all sincerity that no obiection may be taken to a fair and reason- 
able tariff which will afford a moderation ot protection to home industries without 
destroying competition and which will also yisld revenue +0 our Government. 

We do object, howev^er, to the erection of a tariff barrier which will destroy all 
revenue and competition, leaving the fine-steel purchasers of the United States abso- 
lutely in the hands of a monopoly. 

Trade balance between the United States and foreign countries from which fine steels are 

exported into this market, 

(Figures obtained from reports of the Department of Commerce, Miscellaneons Series No. 106.] 



1918 I 1919 



$118,513,817.00 i $267,624,655.00 

5, 935, 49a 00 j 13,722,931.00 

2,417,85a00 



Imports from— 

England 

Sweden 

Austria-Hungary 

Exports from the United States to— 

England; I 1,952,870,080.00 \ 2,125,167,540.00 

Sweden j 15,674,108.00 I 133, 069, 13L 00 

Austria-Hungary ' | 42,211,564.00 

It will be observed from the above figures that England and Sweden import from 
this country approximately ten times the amount of commodities which are in turn 
exported by these countries into the United States, and in the case of Austria-Hun- 
gary the trade balance is 20 to 1 in favor of the United States. 

STBTTCTUBAL STEEL. 

[Paragraphs 304, 307, and 312.] 

STATEMENT OF W. L. KING, VICE PRESIDENT OF THE JONSS St 
LAUaHLIN STEEL CO., PITTSBURGH, PA. 

Senator La Follette. What is your address ? 

Mr. Kjng. Pittsburgh. 

Senator La Follette. Is that all the address I need in order to 
communicate with you ? 

Mr. Bj[ng. Yes, sir; just Pittsburgh. 

Senator Walsh. Steel men are better known than you think. 
Senator. 
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Senator La Follette. I suppose so. 

Mr. King. In order to conserve the time of the committee, Mr. 
Chairman, I have prepared a small, concise statement which I think 
I had better read at this time. [Reading:] 

The Jones & Laughlin Steel Co., for whom I address you, are large manufacturers of 
steel products in many forms, the more important of which are steel bars, structural 
shapes, plates, wire products, pipe, tubes, and tin plate, and are, therefore, vitally 
interested in securing adequate protection in the proposed new tariff not only for the 
steel industry and its workmen but for all other American products which can be pro- 
duced in Europe and elsewhere more cheaply. 

In the main, we agree with the general statement of Mr. John A. Topping on both 
finished and raw materiab. On a comparative basis of labor and other costs here and 
abroad, the duties on common steel products fixed in House bill 7466 are inadequate, 
but we appreciate that chan^ must occur as the world progresses towards normalcy, 
and that the tariff should anticipate these changes. Knowing the difficulty in securing 
accurate information as to foreign labor costs, efficiency and other conditions, and the 
uncertainty of the future, we are not able, even if disposed, to dispute your prognosis 
of the future as it may appear in this bill. 

The chief elements of cost to the American manufacturer is the increased charge 
for transportation. Generally speaking, it has more than doubled since the tariff of 
1909; but you will, perhaps, better understand the effect on our costs by the specific 
statement that the cost of assembling the raw material per ton of steel in Pittsbuiigfa, 
and shipping the steel to New York, where we must meet foreign competition, is 
$10 per ton more than before the war. Thia is a cost which we can not control but are, 
of coiurse, hopeful of retief, and it can not come too soon for the general good. 

Our appearance here is not to criticize, but to call attention to the classification of 
two, or perhaps three, of the finished steel products which has been handed down 
from previous tariffs, and which we believe can be greatly improved with but slight 
increase in the duties. 

In fixing the duty on steel bars in the House bill imder discussion, paragraph 304, 
their importance and probability of importation have not been recognizea, largely, 
I think, oecause they are classed with about 17 other articles or products haying no 
relation in cost or importance, ranging from steel ingots, die blocks, and gun-b^rel 
molds to certain alloys. This same classification appears in previous tariff bills, but 
it covers too much to cover it well. The lower-priced brackets are too low for bars, 
but possibly entirely adequate for the other articles, and the higher-priced brackets 
entirely unnecessary for bars. As to the importance of steel bars, the tonnage is 
greater than any other single steel product, and the selling price is lower than any 
other steel product. They are likely to be imported, not only oecause of their general 
uae, but bcK^ause they are not usually subject to chemical or physical specifications; 
can be easily transported in vessels, and more readily sold because of their wide 
market. Certainly they are imix)rtant enough to have a separate paragraph in the 
tariff bill and I hope this suggestion will app^ to you. 

If the American- valuation plan is retained, it is not likely that any steel bars will 
be imported under the first or lowest bracket in paragraph 304, namely, when valued 
not over 1 cent per pound, two-tenths of a cent per pound duty; but in the second 
bracket, reading ''valued above 1 cent per pound ana not above IJ cents per pound, 
three-tenths of a cent per pound,'* imports are entirely possible, and would result in 
the reduction of American labor to a point below the accepted standard of living condi- 
tiions and comfort, which we earnestly hope will never become necessary. I would 
therefore recommend for your consideration a change in the classification, and slight 
increase in the duty on common merchant steel bars to read as follows: 

* * Valued not over 1 cent per pound , three-tenths of a cent per pound duty. Valued 
over 1 cent and not over 1^ cents per pound, four-tenths of a cent per pound duty. 
Valued over IJ cent per pound to 2i cents per pound, five-tenths of a cent per pound 
duty.*' 

Beams, channels, angles, etc., commonly known as structural material, in para- 
graph 312 of House bill 7456, are made dutiable at a flat rate of seven-twentieths of a 
cent per pound. Structural material is a lar^ and important tonnage but not as 
likely to be imported as bars, because of the rigid specifications as to quality, lengths, 
etc., necessary for large buildings, but based on competitive costs here and abroad, 
both present and prospective, the duty of seven-twentieths of a cent per pound flat 
ia not adeauate.^ In some previous tariffs structural materials carried a sliding scale 
based on tne price, and there is not logical reason now why they should not carry a 
sliding scale such as I have suggested for steel bars, but if your committee decides in 
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favor of a flat duty I suggest that it be increased one-twentieth of a cent per pound over 
paragraph 312, making the duty four-tenths of a cent per pound. 

I ao not know whether anyone has been ded^ated to speak to you on steel plates, 
but the duties specified in paragraph 307 is, m our opinion, fairly adequate, viz, 
seven-twentieths, four-tenths, and five-tenths of a cent per pound. The sliding scale 
protects manufacturers from foreign competition on a low market but gives the 
Government higher revenue on a strong market and would seem to be a principle 
fair alike to tiie American industries and the Government. Any increases I have 
asked or su^ested are based on the adoption of the American- valuation plan in the 
new tariff bill. 

Would vou allow me, Mr. Chairman, to speak a word on the raw 
materials ? 

The Chairman. Go ahead. 

Mr. King. It was not assigned to me, but I thought I ought to 
say something about it. 

In closing, I beg your indulgence for a few words r^arding raw 
materials as specifiea in the House bill imder discussion. 

The rates on raw material are beyond reason, and, beside adding 
materially to the cost of domestic consumers, will have a most serious 
eflFect on our foreign trade. The framers of this bill on raw materials 
doubtless had in mind the desirability of increased revenue for the 
Government; but, in my opinion, it would be poor business policy for 
the Government to exact a few hundred thousand dollars at the customs 
in exchange for many millions of dollars of foreign trade, on which 
the Government would receive taxes on its manmacture and trans- 
portation. The encouragement of steel exports is hardly less impor- 
tant than home protection imder present and prospective conditions. 
The excess war-made tonnage can not be disposed of at home, and 
the duties fixed in the House bill will undoubtedly prevent the free 
flow of exports. We are informed that foreign Governments, 
especially Germany, are fully aJive to the importance of their export 
trade, and are making concessions in freight and taxes to their manu- 
facturers, and it is our hope that, in the tariff under discussion, no 
handicap will be placed upon us. 

Thanking you for this opportunity, and assuring you of mv desire 
to give any further information possible, I submit tms paper for your 
consideration. 

The Chairman. Mr. King, how many men does the Jones & 
Laughlin Co. employ in normal times ? 

Mr. King. Normally about 25,000 to 26,000. 

The Chairman. Is there any objection to stating how many you 
are employing now ? 

Mr. King. Not at all. We are running about 25 per cent. I 
would say we have between five and six thousand men. 

Senator Walsh. That condition is due to the general depression 
throughout the world in business, is it not ? 

Mr. King. Oh, yes. 

Senator Walsh. It is not due to the market being flooded with 
imports ? 

Mr. King. Not at all; no. I do not believe that very much 
foreign steel has come in; not a material quantity. 

The Chairman. Are there any other questions to be addressed to 
Mr. King? 

Senator La Follette. I am going to address you by mail request- 
ing some information, Mr. King. 

Mr. King. I shall be very gl^ to give you anything I can. 
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ntOH AHD STEEL SHEETS. 

[Paragraphs 307, 308, and 309.] 

8TATB1CBNT OF W. H. ABBOTT, VIOB PBESIDENT WHEELING STEEL 
COBPOBATION, BEPBESENTING INDEPENDENT SHEET STEEL 
KANTTFACTUBEBS, WHEELING, W. VA. 

Senator Shoot. What particular paragraph do you wish to 
speak on ? 

Mr. Abbott. Paragraphs 307, 308, and 309. 

Mr. Chairman, I appear before your committee as vice president 
of the Wheeling Steel Corporation, and also as a designated repre* 
sentstive of the following independent manufacturers of sheet 
steel: 

Alan Wood Iron & Steel Co., PhUaddphia, Pa.; Allegheny Steel Co., Pittebun^h, 
Pa.- American Rolling MiU Co., Bliddletown, Ohio; Apollo Steel Co., Apollo, R.; 
Aamand Iron & Mining Co., Aahland, Ky.; Bethlehem Steel Co., Bethlehem, Pa.; 
Brier HiU Steel Co., loungstown, Ohio; Canonaburg Steel Co., Canonsburg, Pa.; 
Canton Sheet Steel Co., Canton, Ohio; Camahan Tin Plate & Sheet Co., Canton, 
Ohio; Chapman Price Steel Co., Indianapolis. Ind.; Eastern Rolling Mill Co., Baltic 
more, Md.; Falcon Steel Co., Niles, Ohio; Follansbee Bros. Co., Follansbee. W. Va.; 
La Belle Iron Works, SteubenviUe, Ohio; Mahoning Valley Steel Works, Niles, Ohio; 
Mansfield Sheet & Tin Plate Co., Mansfield, Ohio; Massillon Rolling Mill Co., Massil- 
Ion, Ohio; National Enamding & Stamping Co., Granite City, \\\.\ Newport Rollii^ 
Mill Co., Newport, Ky.; Newton. Steel Co., Newton Falls, Ohio; Parkersbim Iron & 
Sted Co., Parkersburg, W. Va. ; Reeves Manufacturing Co., Dover, Ohio; Republic Iron 
^ Steel Co., Yoimgstown, Ohio; Seneca Iron & Steel Co., Buffalo, N. Y.; Sharon Steel 
Hoop Co., Sharon, Pa.; Superior Sheet Steel Co., Canton, Ohio; Trumbull Steel Co.. 
Warren, Ohio; United Alloy Co., Stark Division, Canton, Ohio; West Penn Steel 
Co., Brackenridge, Pa.; Whitaker Glessner Co., Wheeling, W. Va.; Younjmtown 
Sheet & Tube Co., Youngstown, Ohio; Wheeling Sted Corporation, Wheeling, W. Va. 

. My Statement is restricted to those steel products that are made 
on jobbing mills or sheet mills only, and to a proposed tariff on 
imports of similar materials covered by H. R. 7456, Schedule 3, 
paragraphs 307, 308, and 309. 

The sneet-steel industry consists of 598 sheet mills and 43 jobbing 
mills scattered from the Atlantic seaboard to Wisconsin, the prin- 
cipal production, "however, being in the Pittsburgh-Wheeling, 
Youngstown-Mahoning Valley, and the Cincinnati-southern Ohio 
districts. Other large districts of production are Chicago-Milwaukee, 
St. Louis, Baltimore-Philadelphia-Bethlehem, and Buffalo districts. 

The combined production of jobbing and sheet-mill products was, 
1919, 2,335,000 net tons; 1920, 3,300,000 net tons, of which pro- 
duction approximately one-third was galvanized, using in 1920 
approximately 88,000 tons of spelter for that purpose. 

The industry represents a large investment, and in 1920 produced 
3,300,000 net tons of sheets, employing approximately 42,000 people 
in the conversion of sheet bars into finished black and galvanized 
sheets. The wages paid for this conversion — ^mill labor only — 
amounted to $80,260,000. 

Comparative tables of statistics of the growth of the industry in 
recent years are omitted from this statement, because of the abnormal 
conditions prevailing in 1915 to 1920, inclusive, during which period 
an imusualiy lai^e percentage of the capacity of the industiy was 
engaged in making sheets for foreign consumption, as, during this 



Digitized by 



Google 



1784 TARIFF HEABINGS. 

period, the principal foreign competitors were not in position to 
supply their accustomed percentage of the worid's consumption. 

Any consideration of a protective tariff as an. efficient, practical 
measure at this time must take into consideration the general sub- 
normal conditions that exist and that, presumably, may oe expected 
to exist for several years in foreign countries; also, the eflFect of low 
ocean rates from foreign countries against all-rail or rail-and-water 
rates in this country from our principal producing districts to our 
seaports. 

Directly and indirectly, not less than 80 per cent of the total cost 
of steel sheets in this country is the item of labor. 

Senator La Follette. What is the direct labor cost? 

1^. Abbott. I will state that in a moment, Senator. 

Senator La Follette. Go ahead. 

Mr. Abbott (continuing). But analyzing from the conversion of 
the sheet bar into the finished common black sheet — not galvanized 
or specially finished — the direct cost of labor of producing and of 
repair labor ranges from 27 p^r cent to 31 per cent of the total cost 
of the product. 

Senator Smoot. But with the galvanized 

Mr. Abbott (interposing). The cost of labor and production and 
maintenance of galvanized sheets would, based on the total cost of 
the product (No. 24 gauge galvanized steel sheets), be equal to from 
27 per cent to 33 per cent of the excess cost of producing galvanized 
over black sheets. The increase in cost per ton between 1912 and 
the first quarter of 1921 for black sheets is as follows: 



Produc- 
ing labor. 



Labor, 

repairs, 

aDdmain- 

teuanco. 



T<rtal. 



Actual average cost of labor producing common black and blue annealed 
steel sheets, per net ton: 

Yearl912 , 

First quarter 1921 , 



$13. 28 I t0.4Z 
22.85 \ 1. 20 



$13.71 
24.06 



A difference of $10.35 — equaling an increase in labor cost over 
1912 of 72 per cent. 

No comparative figures as to similar labor producing costs per ton 
of product produced as paid in mills of foreign countries are available 
at this time, but a general contrast can be made with Germany — the 
figures being reduced to United States currency at the now existing 
rate of exchange, and both figures being as of July 1, 1921: 

Germany: Unskilled workers, $0.88 per day; skilled workers, 
$1.25 per day. 

United States: Unskilled workers, $3 per day; skilled workers, 
$9.95 per day. 

Senator La Follette. Will you please state where you obtained 
those figures ? 

Mr. ^BOTT. Yes, sir. They were taken partly from papers and 
corroborated by figures furnished by the Consolidated Steel Corpora- 
tion of New York City, of whiph corporation we are member com- 
panies, and who do our export business. I have several sources of 
mformation. Mr. Topping furnished information of this kind this 
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morning, and these figures are corroborative. It is a little difficult 
to get at exactly, because of the difference in exchange. On the 1st 
of July the rate of exchange was a little higher than it is to-day, but 
these figures are approximately correct, and I think are correct 
enough for this purpose, because if they vary a little it will only be 
pennies. 

I would mention that our skilled workers only work five and a 
third days per week and the unskilled six davs per week. 

Senator La Follette. When you speak of unskilled labor in your 
business, iait what is called common labor? 

Mr. Abbott. It is what is called common labor; yes, sir. 

Senator La Follette. Then you are paying 30 cents per hour? 

Mr. Abbott. We are paying 30 cents per iiour, were on the 1st 
of July, arid we are to-day. 

Senator La Follette. As against 25 cents an hour being paid by 
the Midvale ? 

Mr. Abbott. The rates in the East have been a little lower than 
thev are in the district in which the majority of these mills are located. 

Senator La Follette. There are average figures for the whole 
territorv ? 

Mr. Abbott. Yes, sir; I think these are average figures for the 
Wheeling-Pittsburgh and Youngstown districts. 

Senator La Follette. I think those figures in that respect agree 
with Mr. Campbell. I think Be stated uiey were paying 30 cents 
an hour. 

Mr. Campbell. About 30 cents an hour in the Yoimgstown district. 

Mr. Abbott. Both English and Belgian rates for sunilar work are 
higher than the rates paid in Germany, but are very substantially 
less than the rates paid in the United States. 

Senator La Follette. Can you give those ? 

Mr. Abbott. I can not. I can not say whether Mr. Toppmg has 
those rates in the data he collected, but in making up my statement, 
partly on accoimt of limited time, I could not obtain them. They 
are obtainable, however. 

In connection with the comparison of the wages paid in the United 
States as of Juljr 1, it is pointed out that the rates effective at that 
time were materially less than the average of those existing in 1920. 
The rate in 1920 for unskilled labor was $5,064 for a 10-hour day. 
The skilled labor rates show a corresponding reduction. 

Mr. Topping (interposing). In the statement I file will be found 
the schedule of the Belgian rates, which are the next lowest to 
Germany, covering the entire steel schedule. 

Senator La Follette. Do you also give the British rates ? 

Mr. Topping. The British rates we could not obtain. They are in 
a state of ^eatest flurry and have not gotten down to an established 
rate. Theu: rates are somewhat higher. 

Senator La Follette. Their rates are hidber than ours ? 

Mr. Topping. Ours are about double the English rate. They vary 
somewhat in different industries, but the schSlule of Belgian rates 
is fairly comparable as to respective applications of the rates I filed 
of the Youn^town steel district as a wnole on that basis of 30 cents 
an hour, ana it covers pretty widely the steel-producing section. 

Senator La Follette. You obtained figures of the Belgian rates 
through the consulate ? 
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Mr. Topping. The specific figures. 

Mr. Abbott. I wanted to enrphasize labor, because the making of 
sheet steel is so essentitdly a labor matter. 

I will now refer to transportation costs. The following comparison 
is made between the rates from Pittsburgh and the comparative 
ocean rates from the principal shipping ports in England, Germany, 
and Belgium, all per net ton of 2,000 pounds. 

[Forelgiii currency rates reduced to United States currency at now existing rates of exchange.] 





From Pittsburgh. 


From 
England. 


From 
Belgium. 


From 
Germany. 


To- 


AUralL 


Rail and 
water. 


New York 


17.60 
10.20 
33.30 
83.30 




tS.40 
&.80 
5.80 

laao 


KM 
4.60 
5.00 
6.60 


$4.50 


t^^W Cir^^fKI\9 


$ii.26 
2a 17 
20.17 


4.80 


San Francisco 


5.40 


Seattle 


6.60 







The following comparison shows the difference between lowest 
foreign and lowest Pittsburgh rate, per net ton, in favor of foreign 
manufacturers: 



To- 


Pitts- 
rate. 


Foreign 
rate. 


Differ- 
ence. 


New York 


t7.60 
10.20 
2a 17 
2a 17 


$4.50 
4.60 
5.00 
6.60 


$3.10 


N<tvr Orln^n^ , ..,. 


5.60 


Ban Franasco . ^ x ........... x x .... x ..» ^ x . . . . x . x 


15.17 


Seattle 


13.57 







The following comparison shows increase in foreign and domestic 
transportation rates, per net ton, between 1912 and 1921: 





1012 


1021 


Increase. 


Liverpool to— 

New York 


$2.00 
2.20 
&00 
7.00 

8.20 
5.14 
19.90 
19.90 


$5.40 
5.80 
8.80 

laso 

7.60 
10.20 
33.30 
33.30 


$3.40 


New Orleans 


3.60 


8«n Francisco 


3.80 


Seattle 


3.80 


Pittsburgh to (all raU)— 

New York.: 


4.40 


Npw Orleans 


5. OS 


San Francisco 


13. 40 


Seattle 


13.40 







Senator Walsh. Are those rates about double the prewar'rates ? 

Mr. Abbott. Yes; the rate, for instance, from Liverpool to New 
Orleans in 1912, which is the only comparative year I have, was $2.20, 
and it is now $5.80, which is more tnan double; and the rate from 
Pittsburgh to New Orleans was $5.14, and it is now $10.20, a differ-, 
ence of $5.06, or, as you suggest, about double. Senator. 

The Pittsburgh rate to San Francisco is $20.17, foreign rate $5; 
difference. $15.17. 

From rittsburgh to Seattle the rate is $20.17, foreign rate $6.60, 
or a difference of $13.57. 
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I brought those differences out because I thought perhaps you 
would like to compare them with the tariff for protection that is given. 

Senator Smoot. You are quoting rates there now with the 3 per 
cent tax added, are you not ? 

Mr. Abbott. I am not; it would make our rates that much higher. 

Senator La Follettb. Did you omit that ? 

Mr. Abbott. I took the actual tariff rate as it stands. Perhaps I 
ought not to answer positively — I am not sure; the figures were pre- 
pared by our traffic manager, and it may be that they have been 
added. '' ' ^ 

Senator Smoot. In that case it is 3 per cent more. 

Senator La Follettb. Would you ascertain and note it in revising 
your statement, so that we will know exactly? 

Mr. Abbott. I will do that. [Since: The rates stated do not in- 
clude the war tax on freight of 3 per cent.] 

The Pittsburgh rail-and-water combination rates existing in 1912 
were not availaole at the time figures were compared. 

It is apparent that the difference in transportation costs alone 
would prohibit a buyer on the southern seaboard, and particularlv 
in the racific coast markets, from purchasing at home, even though 
the advantage of quicker service or lowered investments in mer- 
chandise stocks would otherwise govern his preference. This dif- 
ference in transportation costs has existed in the past, but not to the 
marked extent of to-day. 

The tariff rates on iron and steel sheets as proposed in H. R. 7456, 
Schedule 3, paragraphs 307, 308, and 309, provide adequate pro- 
tection to the industry, except to the seaboard territory, where 
transportation costs are so decidedly favorable to foreign manu- 
facturers. This condition may be remedied to a substantial extent 
by the American valuation plan, which is strongly indorsed by the 
industry. 

In conclusion, I have omitted from my statement statistical in- 
formation concerning the past, which, apparently, will not be either 
useful or helpful luuess and until foreign countries obtain a more 
normal condition — at least financially. 

I mention that the capacity of the sheet-steel industry of this 
country is sufficient to supply the requirements of the United States, 
as evidfenced by any previous year's comsumption, and, in addition, 
to produce a surplus equal to at least 25 per cent of its capacity; 
also that in the period from 1912 to 1921 the number of mills in- 
creased 38 per cent and producing capacity 45 per cent. 

IIETAL SHEETS AHD PLATES. 

[Paragraphs 309 and 385.] 
BTATEXENT OF J. B. BOKEB, BEPBESENTINa H. BOEBB Sc OO. 

(INC.), NEW yobe: city. 

Senator Dillingham. What paragraph do you appear on ? 

Mr. BoKEB. I appear on paragraphs 309, 385, and 305. I want to 

3eak first on paragraph 309 and then I want to say a few words 
terwards about 305. 

Senator La Follbtte. What is your residence ? 
Mr. BoEEB. I am from New York, 101 Duane Street. I am the 
president of H. Boker & Co. (Inc.). 
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Senator Smoot. Importers ? 

Mr. BoKER. We are very large American manufacturers. We 
operate the VaUey Forge cutlery factory and have a large plant at 
Hilton, and we are large importers. 

Senator Smoot. You are an importer and a manufacturer? 

Mr. BoKER. Yes. Our manufacturing interests are financially 
larger than the importing interests, because we have just built some 
verv large plants here. 

^nator Smoot. What particular item under paragraph 305 are 
you interested in ? 

Mr. BoKER. I would like to speak on 309 first. In paragraph 309 
we are interested in the lines 18 to 21, which state that '^sheets or 

f)lates composed of iron, steel, copper, nickel, or other metal with 
ayers of otner metal or metals imposed thereon by forging, hammer- 
ing, rolling or wdding, 28 per cent ad valorem." 

This material, genuemen, is also made in wire and in bars and rods. 
The words "Wire, bars, and rods," should be inserted after the words 
''sheets and plates " and that would really cover the industry. 

Senator Smoot. I think that will come under the wire^ schedule. 

Mr. BoEER. It is a very peculiar article, very unique in its manu- 
facture, and it is really all m a class by itself. 

Senator Smoot. Would not that fall under wire rods in paragraph 
315? 

Mr. BoKER. It is such a totally diflFerent article, I will visualize it 
to you and show what it is. 

Senator Smoot. Gk> on and make your statement, and then I will 
see whether that applies there or not. 

Mr. BoKER. This class of metal divides itself into two different 
groups. One is the iron and steel group, which is the base metal, 
and the other is the copper, nickel, and other metal group, which I 
might call the rare-metal group. 

The iron and steel group we nave been trying to find a market for 
where zinc is being used now and for the making of Unings of fireless 
cookers, but there has been no market created as yet. We have 
been trying for the last 20 or 30 years, and there is hardly any market 
in this coimtry. In Europe this material is used for cooking pots, 
for which the American market is not receptive. We have tried 
and others have been tryin^to get it established, and the American 
market does not take it. Therefore, the demand for this material 
has not been more than 25 or 30 tons a year, and I want to say, so 
far as I know, it is not made in this coimtry, because the making of 
it is only profitable by having a very large and expensive plant, and 
as there is no demand it comd not maintain such a plant. Conse- 
quently, we have had a very small demand for it, and, as I say, 
with our best efforts we have not been able to increase it. It is 
classified imder 28 per cent ad valorem, and I would hke to see it 
classified as 15 per cent ad valorem, or, in fact, it would be better 
to make a specific duty of 3i cents a pound. The material costs 
15 to 20 cents a pound, and it can not compete with pure brass and 
copper. 

Senator McCumber. What is it chiefly used for, do you say, fire- 
less cookers, and what else ? 

Mr. BoKER. Fireless cookers. We have found use for it for candy 
pans, because the candy pans are now made of copper, nickel-plated. 
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and the verdigris of the copper is very apt to act injuriously on the 
candy, because the surface is very permanent and more durable 
than nickel or electroplated copper. That is one of the very few 
uses we have found for the metal. It is stamped up into little forms 
like this [exhibiting samples to the committee] for forming candj 
on, and the metal itself is used in Europe for such parts as this 
[indicating], which is the beginning of a pot for making a coflPee pot, 
and this is the other coffee pot. 

Senator McCumbek. To what extent would the tariff provided in 
the bill add to the ad valorem cost of those articles ? 

Mr. BoKER. We have had a 15 per cent ad valorem duty on it, 
and we have not increased the sale. The material itself inherently 
is too expensive to compete w4th anything in the line such as electro- 
plated steel. 

Senator Smoot. Where has that been classified heretofore — in the 
basket clause ? 

Mr. BoKER. No; it has been specially classified for years. 

Senator Smoot. I did not know but what it had been classified in 
the basket clause. 

Senator McCumber. May we know what the revenue is from that 
particular metal ? 

Senator Smoot. No; we could not do it. 

Mr. BoKER. Twenty-five to tliirty tons would be a liberal estimate. 
The present duty is 15 per cent, and the revenue is very small, and 
with the 15 per cent which I suggest now it ought to be 3^ cents a 
pound — it will just about remain as small as it is now. But if the 
duty is put very much higher the trade will not use it. 

Senator McCumber. Because of limited use, would it not easily 
cut short the tariff that is placed on it by the bill ? 

Mr. BoKER. Then we would get into a very high price, and we are 
now competing with electroplated steel, and it woula then be too high 
and the trade would not buy it at all. That is the way we feel about it. 

Senator McCumber. You think the tariff providecl in the bill would 
have that result ? 

Mr. BoKER. I think so; yes* and with 3^ per cent duty net on it, 
valued at 20 cents a pound, I believe it is a little higher tnan what is 
now being paid on it, and I think the imports could be maintained. 
It is one of the articles that is not made in this country; so I do not 
know how we would arrive at the American valuation. 

Senator Smoot. It would not affect it at all. 

Mr. BoKER. The wire should also be included in that. 

Senator Smoot. You have never had any trouble, have you, about 
the wire falling under the wire paragraph ? 

Mr. BoKER. We have not imported any wire for a very long time. 

Senator Smoot. Because I think that imder the Underwood bill 
and also under the Payne- Aldrich Act it has always come in under the 
wire paragraph. 

Mr. BoKER. Yes; we had 15 per cent duty on the wire. 

Senator Smoot. And I was wondering if you had had any trouble, 
and as long as it is not made it seemed rather inconsistent to put wire 
in with the sheet. 

Mr. BoKER. The other class in this paragraph is the rare-metal 
group, which is copper, nickel, and other metals. 

The iron and steel plated sheets are not made in this country, but 
the copper, nickel, and other metals, I think, are made in this country. 
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At least I hear that some of this material is made by the brazing process. 
We are not importing any of it except little sample lots. &> we can 
not speak very much about it, but if the duties on sheet copper and . 
sheet nickel and sheet brass should be taken as averaged, we think 
that a duty of about 20 per cent on this would be fair and equitable, 
because the duties on copper sheet is 2^ cents per poimd, and I think 
brass sheets 3 or 4 cents a pound, and what the duty is on nickel 
I am not sure, but I think it is 10 to 15 cents a pound. So I think 
when averaging it up we could say that 20 per cent ad valorem would 
be equitable, or 10 cents per pound specific duty. 

Senator Smoot. That is if the change is made specific on sheet you 
think there ought to be a difference made here. 

Mr. BoKEB. Yes; 3^ cents per pound specific for the iron and 
steel plated sheets and 10 cents per poimd for the copper, nickel, and 
other metal sheets. 

If I may now speak about paragraph 385? Paragraph 385, lines 
13, 14, and 15, is what we are mterested in, which states ''bars, rods, 
plates, sheets, strips, strands, anodes, or electrodes, 30 per cent ad 
valorem." 

I think that the words ''wire and tubes '* ought to be added in that, 
because the cost of manufacturing sheets is, from what I can leam, 
identical with the cost of manufacturing wire, and as the niaking of 
wire and tubes is part of the industry it ought to be thrown into this 
paragraph; this paragraph provides 30 per cent ad valorem. 

Senator Smoot. Are you interested m this? Because this only 
applies to nickel, with oxide, where they are the component material 
of chief value. 

Mr. BoKBB. The article which I am speaking of now is called pure 
nickel; it is nickel with a small percentage of manganese, wnich 
makes it ductible and malleable. 

Senator Smoot. Coming in tubes ? 

Mr. BoKER. (doming in tubes, wires, bars, rods, sheets, and strips. 
Therefore, as it contains only 1^ to 2 per cent manganese, it is thrown 
into the pure-nickel group, as I call it, and hence it falls under para- 
graph 385, and as the wire and tubes are made of this material I 
feel they ought to have a place there. 

Senator Smoot. Where have they been classified before? 

Mr. BoKER. They have been classified before in the same group, 
and have apparently been left out. I know they were classified under 
the Payne-Aldrich tariff, and they were so classified. I have been 
importmg them for the last 20 years, and they have always been 
classified with the nickel group. 

I believe that 30 per cent ad valorem is too high, for the reason that 
nickel is what I might call an international metcu. We have exported 
from the United States in quite considerable quantities to Germany 
and then brought it back again in the refined form. So I suggest to 
classify the bars and rods with a 10 per cent ad valorem, which is the 
present Underwood tariff, and to classify the strips, wire, tubes, and 
strands with 15 per cent ad valorem; the cast anodes with 10 per 
cent ad vdorem; the rolled anodes with 15 per cent ad valorem; and 
the electrodes with 15 per cent ad valorem. 

Senator Smoot. In the Payne-Aldrich bill it was divided this way: 
That pigs and ingots, bars, rods, and plates were 6 cents a pound. 

Mr. &>K£B. Yes, sir. 
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Senator Smoot. And the sizes in strips were 35 per cent ad valorem. 

Mr. BoKER. That was the Payne-Aldrich bill ? 

Senator Smoot. That was the Payne-Aldrich bill. 

Mr. BoKER. But was anything said about wire ? 

Senator Smoot. Nothing at all. 

Mr. BoKER. I do not know why they were left out. 

Senator Smoot. They may have been classified under the basket 
clause. 

Mr. BoKER. Maybe that was true; but if you bring the wires and 
tubes into the basket clause, which is 35 per cent, you will bring it 
out of line, because it does not cost any more to make wire than it 
does sheets. 

Senator Smoot. Have you any objections to the same classifica- 
. tions that we had in the r ayne-Aldrich bill ? 

Mr. BoKER. I think it would be very much easier all the way roimd 
if the words *'wire and tubes" would be added in there. 

Senator Smoot. I mean with that addition, using '* wire and tubes, " 
to the classification as provided for in the Payne-Aldrich law. The 
classification was, first, pigs, ingots, bars, rodfs, or plates, that was 
6 cents per pound; and tnen sheets or strips, 35 per cent ad valorem. 
Now, if we add wire and tubes to that classification, would that be 
satisfactory to you ? 

Mr. BoKER. Yes; that would be satisfactory, with the proviso, of 
course, imder the American valuation that its duties be reduced on 
this metal to 15 per cent ad valorem. 

Senator Smoot. We have that. 

Mr. BoKER. I have written a brief on this which I would like to 
file. The basic reason is the absolute eq[uaUty of the cost on nickel 
in Europe to the cost of nickel in this country. Germany and 
England do not produce any nickel; they import it; and, conse- 
quently, the European countries are under no advantage in that 
respect. 

May I refer now to paragraph 305? The reason I am speaking 
about paragraph 305 is that we have been importing for the last 
34 years steel from Sheffield, England, and we nave created a fair 
market for it, which, however, is constantly reducing itself. The 
particular steel of which I will give an example is ''high-speed" steel. 
Senator Smoot. It has a tungsten content ? 

Mr. BoKER. It is a tungsten steel. ParaOTaph 305, in connection 
with paragraph 304, puts a duty on high-speed steel under the 
Amencan valuation of 50 per cent ad valorem, which is equal to 
40 cents per pound. The steel now sells in the United States at 
about 80 cents per pound. Paragraph 304 provides 20 per cent ad 
valorem on this; paragraph 305 provides, by virtue of its being an 
alloy steel, 15 per cent ad valorem; and the last part of paragraph 
305 provides a specific duty of 72 cents per pound on the tungsten 
contained therein in excess of H per cent, which is equal to 12 
cents per poimd. Consequently, the duty is 50 per cent ad valorem, 
equal to 40 cents per pound. 

The American manufacturer has already his selling expenses and 
profit included in the 80 cents. Consequently, if 25 cents per pound 
18 added to $1.01 a selling price of $1.26 is necessary for the importer, 
which does not yet give mm a profit. 

The English nigh-speed steel now sells at 58 cents per poimd at 
Liverpool. If we add to this 58 cents per pound 3 cents for expenses 
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in bringing it over and 40 cents per pound for putting it on the 
warehouse floor, we get $1.01 per pound. We all, whether importer 
or manufacturer, have an overhead. I have been in this business 
for 25 or 30 years, and have kept very accurate accounts of our 
expenses, and I know that our expense on high-speed steel is 25 
cents per pound to bring it into tho nands of the consumer. 

The American manufacturer has already his selling expense and 
profit included in the 80 cents. Conseauently, if 25 cents is added to 
$1.01 a selling price of $1.26 per pound is necessary, which does not 

irei give him profit; and, therefore, I feel that these duties are abso- 
utely prohibitive and will end the importations of this steel. 

Senator Smoot. You are not manuiacturing any high-speed steel I 

Mr. BoKER. No: we are buying fairly considerable amoimts here; 
in fact, we are dealing very largely in American steels as well. But I 
know positively that with these proposed duties, these steels could 
not be brought into this coimtry any more. I really think that we 
need some international competition on steels in general and high- 
speed steels in particular, because there exists no danger to the Amer- 
ican mills, as, under the Underwood tariff of 15 per cent the imports 
of these steels have not been more than 3 or 4 per cent, and they are 
constantly decreasing. 

The reason why the imports are so small is because the English 
manufacturing costs are very high, and the English mill sells its 
products always at a profit. It will never do any dumping; they 
make high-grade goods and charge a high price for them, and we have 
always been selling their steel at a higher price; from 5 to 10 cents per 
pound higher. We can not sell to the large consumers of high-speed 
steel. 

We personally have imported about 1 per cent of this material. 

I suggest to take the alloy steels out of paragraph 304 and to make 
the duty in paragraph 305 12^ per cent ad valorem, which at the 
selling price of 80 cents per pound will rive 10 cents per pound duty 
against a present duty of 8.07 upon the English cost. 

And then, as to the specific auty of 72 cents per pound, in para- 
graph 305, not to carry 98^ per cent into the steel but only 50 per 
cent. Mv reason for that is as follows: There is a tungsten duty in 
paragraph 302 of 72 cents per pound of tungsten contamed therein, 
and it has been assumed that this duty under paragraph 302 carries 
itself e<juaUy along into the latter part of the paragraph 305. I do 
not believe it can be expected, as tungsten sells now at 40 to 45 cents 
per pound, that with a duty of 72 cents per pound the selling price 
of tungsten will advance to $1.17 per poimd just because there is a 
duty of 72 cents per pound on it. 

It is assumed that this 72 cents per pound duty is to be paid by 
the steel manufacturer, and in consequence of which he will have 
to get his compensation for it in the duty on the bar steel, but I do 
not believe it will work out in practice that way, because the steel 
manufacturer will not have to pay 72 cents per pound more for the 
tungsten, because the tungsten price in this country and all over the 
world is governed by the supply and demand. It is one mine selling 
against another mine, and it is the scarcity or the abimdance of it 
which governs the price. The duty of 72 cents a pound is a contrib- 
uting factor, but is not an absolute factor in the matter; and if the 
American tungsten refiner does not advance his price 72 cents per 
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pound the steel manufacturer ought not to be protected to that 
extent m the steel. 

As to the competition of other countries, Sweden does not produce 
any crucible cast steel nor does it produce any high-speed steel; 
and Germany never made any high-speed steel that amounted to 
anything in quality. I do think that English steels ought not to be 
shut out altogether. They have never been dangerous. The Eng- 
lish have been very fair in competition, and they have never done 
anv dumping in this country. 

to sum up, I would suggest making the duty under paragraph 304, 
under the American valuation, half what it is now proposed, which 
makes the duty on tool steels 10 per cent ad valorem instead of 20 per 
cent ad valorem. The chief reason is that English manufacturing 
costs are extraordinarily high and will not be any lower for a long 
time. I have figures on costs of coal and on the labor situation. 

Senator La Follette. Have you incorporated those figures in 
your brief ? 

Mr. BoKER. I have no brief on that. 

Senator Curtis. You can add to your brief, if you know it. 

Mr. BoKER. Yes, sir. 

BBISF OF J. R. BOKER, REPRESElf TINQ E. BOKER A 00. (INC.), NEW YORK CITY. 
METAL SHEETS AND PLATES. 

Paragraph 309 reads: 

^'Sheets or plates, composed of iron, steel, copper, nickel, or other metal« with 
layers of other metal or metals imposed thereon oy forging, hammering, rolling, or 
welding, 28 per cent ad valorem." 

This paragraph divides itself into two distinctly different groups: Group A, iron 
and steel sheets, plates, wire, or hars, plated wim other meUils; group B, copper, 
nickel, or other metal sheets plated with other metals. 

Regarding group A, iron and steel sheets, wire or bars, plated with other metals: 
Under the present Underwood tariff these sheets pay a' 15 per cent ad valorem duty. 

Plated iron and steel sheets and wire have been imported into this country for a 
great number of years in very small quantities and hardly ever in excess of from 25 to 
50 tons annually. There is no industrj^ in this country producing similar sheets as 
far as we know, owin^ to the fact that it requires a very large ana expensive plant 
to produce them and it would not pay a domestic manufacturer to install the equip- 
ment that woTild produce this item, when the demand is so small. 

Plated sheets oi iron and steel are used in Europe for the manufacture of cooking 
utensils, tableware, coffee pots, service trays, etc., for which the American market 
is not receptive. 

American manufacturers of similar household articles prefer these utensils of alumi- 
num or of nickel-electroplated brass, copper, or German silver. 

Repeated efforts have oeen made in past years to import from Europe the finished* 
tableware made of these iron and steel sheets plated with nickel, but without success, 
because the American public is educated to the use of kitchen utensils, cooking ana 
tableware made of the rare metal of solid brass or German silver electroplated, in 
consequence of which the importations of these sheets have remained so very small. 

The price of these iron ana steel sheets plated with other metals varies according 
to thickness, between $300 to $400 per ton, or 15 to 20 cents per pound, and a duty 
of 28 per cent ad valorem would prohibit the importation, because it would bring 
the cost considerably above the cost of pure brass and copper electroplated articles; 
especially so, as there is generally one-third waate in manufacturing, which waste 
is of no value (except as common iron scrap) in the iron and steel sheets, whereas 
the recoverable waste in brass and copper sheets is two-thirds of its value. 

Regarding group B, copper, nickel, or other metal sheets plated with other metals: 
The process of welding other metals on pure copper and nickel sheets is so expensive 
that the European manufacturing cost is consiaerably above the cost of producing 
nickel and copper sheets electroplated with other metals. Consequently we think 
that an ad valorem duty of 20 per cent would be a sufficient protection. 

We suggest that special provision be made under the new tariff to read r^arding 
group A, wire, ban, sheets, or plates composed of iron and steel, with layers of other 
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metal or metals imposed thereon by forging, hammering, rolling, or welding, 15 per 
cent ad valorem (or a specific duty not exceeding 3 J cents per pound). 

Regarding group B, sheets or plates composed of copper, nickel, or other metals, with 
layers of metal or metals imposed thereon by forging, hammering, rolling, or welding, 
20 per cent ad valorem (or a specific duty of 10 cents per pound). 

Thermostatic metal is composed of a layer of brass welded on a layer of nickel 
steel in equal proportions of thickness and rolled into sheets. 

Owing to the fact that this is composed in equal thickness of half nickel steel and 
half brass, we suggest toestabli^ its identity that the* words "thermostatic metal" 
be specially mentioned and to fall under group 6 with 20 per cent ad valorem (or 
a specific duty of 10 cents per pound). 

NICKEL IN BARS, RODS, PLATES, SHEETS, STRIPS, STRANDS, ANODES, AND ELECTRODES. 

History of the industry: Except as to anodes or electrodes, this part of paragraph 
385 refers to nickel which has been made malleable and ductile by the addition of 
manganese. This malleable and ductile nickel was first made in (jermany and the 
process was covered by patents, which have long since expired. Germany does not 
produce any nickel and nas to import it. 

The American nickel manufacturers and converters have achieved such a d^^ee 
of perfection and uniformity in producing this malleable nickel that the very small 
imported quantities are used solely by a few consumers who are willing to pay a 
hi^er price for the imported nickel, because in their opinion the imported nickel 
may in isolated instances be preferable in quality over the domestic n^aterial, for 
which they are willing to pay a small premium. 
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PURE MALLEABLE NICKEL IN WIRE AND TUBES. 

Small imports of such wire and tubes have been made, and in view of the fact that 
wire and tubes are of the same alloy mixture as bars, rods, plates, etc., we would 
suggest to add the words ''wire and tilbes" to the word "strips" on line 14 of para- 
graph 385. 

]Pure nickel bars, size nine-sixteenths inch, are sold by the American manufac- 
turers at 63 cents per pound. 

The European nine-sixteenths inch pure nickel bar sold at the time when 
the exchange rate was 1.5 cents per 1 mark (as an illustration) at European Cents. 

• port, per pound 61. 00 

5 per cent for freight, insurance, expenses, cases, landing charges 3. 05 

30 per cent duty on 63 cents 18. 90 

At warehouse floor of the importer, per pound 82. 95 

With the rise and fall of the exchange the European mark price changes accord- 
ingly, so that the 61 cents per pound coat at European port remains suDstantially 
the same. 

The selling expenses of the importer are at least 25 per cent on the 82.95 cents 
before he can make a profit on his investment. 

Sheets 0.040 inch tnick and wire 0.040 inch diameter are sold by the American 
manufacturers, at per pound, 90 cents. 

The European nickel sheets of 0.040 inch thickness and wire of 0.040 inch 
diameter sold at the time when the exchange was 1.5 cents per mark at Cents. 

European port, per pound '. 65 

5 per cent for freight, insurance, expenses, cases, landing charges 3. 25 

30 per cent duty on 90 cents 27 

At warehouse floor of importer, per pound 95. 25 
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These sheets and wire are retailed out in small Quantities by the importer, who has 
to carry a stock and in order to cover his overhead charges and selling expenses, and 
before he can make a profit on his investment, he has at least 25 per cent expenses on 
the 95.25 cents equal 24 cents per pound, so that we have to obtain at least $1.19 per 
pound before making any profit. 

With the rise and fall of Ae exchange the European mark price changes accordingly, 
80 that the figiu^ of 65 cents per pound cost at European port remains substantially 
the same. 

The above figures show that the price of pure nickel sheets and pure nickel wire 
is in both cases identical and therefore substantiate our contention- as mentioned on 
the first page in paragraph 4 that the word ''wire'' should be specifically mentioned 
and added to line 14 of paragraph 385. 

We have no comparative figures to give, because we do not know of any pure nickel 
seamless tubes being made in the United States, and have not imported any since the 
war, but unless the word *'tube'' is added to line 14, paragraph 385, they would fall 
under articles not specially provided for, and as the process of drawing tubes is not 
materially different from the process of drawing wire our opinion is that the word 
''tubes" should be specially mentioned. 

Conclusion.— {a) It should be borne in mind that the American selling prices 
mentioned above include the American manufacturer's selling expenses, overhead 
charges, and profits, and that the in^)orter, who has to retail this material out from his 
stock, has at least selling expenses of 25 per cent on his cost at the warehouse floor. 
(6) We ask that the words ^*tubeg and wire " be added to line 14, paragraph 385. . 
(c) The proposed duty of 30 per cent on the American valuation is on pure nickel 
bars 18.9 cents per pound, whidi makes the cost to the importer at his warehouse floor 
27 per cent higher than the selling price of the American material. Therefore a duty 
of 30 per cent is unnecessary and it is obvious, that even 10 per cent duty would 
compel the importer to get a very much higher price than the American selling price. 
(a) iPure nickel sheets and pure nickel wire, with a duty of 30 per cent of the Amer- 
ican selling price of 90 cents per pound is 27 cents per pound. If the duty were 15 
per cent it would make the cost of this material for the importer on his warehouse floor 
81.8 cents per pound, and in order to cover nothing else but the selling expenses of 25 
per cent, he would have to sell this material at $1.02 per pound, before he can make any 
profit, whereas the American manufacturer sells the material at 90 cents per pound. 
Owing to the duties being assessed on American selling prices we ask for the follow- 
ing: Pure nickel or alloys of which nickel is the component material of chief value 
bars and rods, straight or in coils, 10 per cent; wire, tubes, sheets, strips, strands, 15 
per cent ad valorem; anodes, cast, 10 per cent; anodes, rolled, 15 per cent; electrodes 
15 per cent. 

WELDED METALS. 

[Paragraph 309.] 

8TATEMBNT OF GEOItaE 7. HX7BD, BEPUBSBNTIKa H. A. WILSOK 

CO., NEWARK, N. J. 

Mr. HuBD. Mr. Chairman; this is an application by the H. A. 
Wilson Co., of Newark. N. J., for a separate classification in section 
309 of the proposed till for thermostatic metal. I will tell the 
committee in just a moment what thermostatic metal is. We also 
ask for a specific duty upon that metal sufficient to ofPset the differ- 
ence in exchange between the dollar and the mark and the differ- 
ence between the German costs and American costs. 

Before the war Germany was the sole source of supply of this 
metal and, so far as we Imow, is the only source of supply to-day 
other than the American producer. 

Senator Watson. That is not specifically mentioned in this bill, 
is it? 

Mr. HuRD. No; that is included in the class of welded metals. 

Thermostatic metal is a metal composed of two separate metals 
welded throughout their entire contact surfaces, the one metal hav- 
ing a very widelv different coefficient of expansion from the other. 
I mean by that that one metal has the property of expanding largely 

81527— 22^CH 3 ^13 



Digitized by 



Google 



1796 TABIFF HEABINGS. 

under heat and the other metal has the property of expanding only 
in a very small degree or not at ail. 

As an example, this piece is made of invar steel, which is a com- 
bination of steel and mckel, and its coefficient of expansion is prac- 
tically zero. 

This other piece is brass, which expands and contracts largely 
with varying temperatures. 

The action of the two metals welded together as temperatures are 
changed, results in curling or distortion of tne metal, and that curling 
or distortion is used to set in motion a number of mechanical opera- 
tions. 

If you will permit me to light a match, I can show you what I 
mean. This [mdicating] is an oven indicator. Here is the coil of 
thermostatic metal — that is, this composite welded metal of which 
I have been speaking. When I lijght this match imdemeath that 
metal you will see what happens with the change of temperature. 

Now, taking this piece, I will show you what happens to it. The 
action is not as marked in this case, but I want to show you the 
eflPlBct that is produced. This instrument is used in connection with 
an electric baking oven. When the temperature reaches a certain 

Eoint the current is automatically shut off. The thermostatic metal 
ere consists of a strip, and the mechanical action follows upon the 
curling of the strip, which operates on a small rivet attachea to the 
disk ^;mich moves the hands on this instrument. When th^e hands 
[indicating] are in contact the circuit is closed, and the current 
going into the electric oven is automatically cut oflP. While the 
action in this case is not as marked as in the other, yet it is quite 
clear. 

Is the action noticeable t 

Senator Dillingham. Yes. 

Senator Watson. Did I understand you to say that the thermo- 
static metal is a welded metal ? 

Mr. HuBD. Yes, sir. 

Senator Watson. What metals are welded together to make it ? 

Mr. HuRD. That piece [indicating] is made of invar steel on one 
side, which expands practically not at all, and on the other side 
of brass, which expands greatljr, causing the distortion of the metal. 
That distortion is used to set in motion various mechanical opera- 
tions which automatically act as a means of controlling and regulat- 
ing the device. 

We find ourselves in section 309, in a class with other welded metals, 
which are really rough products, and are not called upon to perform 
scientific fimctions. 

This metal is a scientific instrument and it goes into finished 
products which are scientific instruments. The metal must be very 
carefully selected so as to be of uniform consistency; it must be of 
uniform thickness; and the welding must be uniform throughout 
the entire surfaces in contact. If not, this metal which comes out 
in a sheet approximately six feet long and several inches wide, will 
not be suitable for the purposes for which it is intended. Prom it are 
made, for example, sever^ hundred of these little parts there [indi- 
cating] and they must all operate exactly alike imder the same 
temperature conditions. 
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Some very fine and delicate instruments are made from this metal, 
and a variation in distortion of one-sixty-fourth of an inch will 
result in a difference in temperature of an oven of fifty degrees. 
It must be made with extreme exactness. As I have said, we find 
ourselves in a classification with rough products, such as copper and 
coated steel, when ours is really a scientific instrument. 

Neither in the method of manufacture nor in the materials used 
nor in the function of the product, is our product in any way similar 
to those metals described in section 309. 

Before the war Grermany was the sole source of supply of this 
metal. When the German importations were cut off there was a 

Sreat deal of inconvenience caused the American producers of the 
evice in which this metal is used. 

It is used as an oven control, to control both gas and electric 
ovens. It is so constructed that it automatically cuts off the flow of 
gas or electricity when a given temperature has oeen reached. 

It is used in motor cars to control the flow of water from the 
radiator and around the jacket and to control the temperature of 
the air in the carburetor, as well as the temperature oi mixed air 
and gasoUne taken into the cylinders. It will be so used — it is so 
used — to accomphsh great economies in fuel consimiption. 

It is also used in aviation motors. In fact, it has a thousand and 
one uses which are increasing very rapidly. 

The Wilson Co. b^an its experiments some years ago, but it was 
not until the first part of 1919 that they began to manufacture in 
commercial quantities. At the present time the German importa- 
tions have begun to come in, and within a very short time those 
importations will doubtless be sufficient in amoimt to take care of 
the American market. 

The American producers at the present time have capacity ample 
and sufficient to take care of our own market, but the Ajnerican cost 
of manufacture is greatly in excess of the German cost; in fact, there 
is a very wide margin of difference. 

In 1920 — and I take that year because it is the year in which the 
Wilson Co.'s production reached its maximum and its costs their 
lowest relative figure — the Wilson Co.'s cost was $3.58 per pound. 
Yet this metal is placed in section 309 with other metals that cost 
from 15 cents to 40 cents a pound. 

What the German cost is to-day is difficult to say. We do not 
know. We do know what it sold for in Germany before the war. 
We know the cost of transportation. We know what a normal 
profit ought to be. Considering these things, I think it is fair to 
say that the cost of the German metal laid down in New York, after 
taking into consideration the duty of 28 per cent computed upon 
the American selling price of the article, would be $1.40. a difference 
of nearly 56 per cent in favor of the German manufacturer. Of 
course, tne great element of 

Senator Smoot (ihterposing). The Wilson cost was what? 

Mr. HuRD. $3.58. I say that I think it is a safe statement to say 
that the German product can be laid down here to-day with the 
present rate of exchange, including a duty of 28 per cent on the 
American selling orice for the article, at $1.40. Of course, the great 
factor in that omerential is the difference in the exchange rate, the 
mark being worth about one-twentieth of what it was before the war. 
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There is also a great diflPerence in the labor costs and probably in 
the material costs. 

The cost in this country has been high, partly due to the fact that 
the industry is in a state of development, both as to manufacturing 
processes and the uses to which the metal can be put. 

To-day the Wilson Co. has educated in this coimtrv a number of 
-customers who imderstand the use of the metal and who do not have 
to be educated as to its uses. But as to the new business that they 
are figuring on — and it is only in the new business titat the industry 
•can be developed — they have to go through the educational process 
with the consimier of the metal; and that reauires, of course, the 
emplovment of high salaried men and considere^le expense. 

In the manufacturing operations Uiere are several factors which go 
to make the metal costly^ In the first place, in order to get a imiform 
product, a great deal of care must be exercised in the selection of 
metal going into the thermostatic metal, and particularly in the 
process of manufacture, in order to obtain this absolutely uniform 
welding throughout the sheet or strip which comes out at the end of 
the welding operation. 

In spite of the utmost care in the factory, a great many times that 
operation is not successful, and of the 100 per cent of raw material — 
that is, invar steel if that is used, or brass if that is used — ^which 
goes into the operation, only about 50 per cent comes out in satis- 
factory finished goods. There is about 50 per cent waste, or 50 per 
cent scrap, as the result of the manufacturing operation. The large 
percentage of scrap is not due to carelessness in production or to 
improper or inappropriate methods of manufacture. It is due to the 
fact tnat an absolutely perfect product must be manufactured. 
Processes such as must be employed to produce thermostatic metal 
we believe can not be reUed on to result in any substantial greater 
percentage of perfect product than that now employed by the Wilson 
Co. The causes of waste are inherent in these processes. 

Senator McCumbee. TTiat is due to the fact that you have not 
perfected your methods, is it? 

Mr. HuED. It may be. Senator, and it may be that it is not 
humanly possible to mane the product so that the results of the 
welding operation will be absolutely uniform. 

Senator Smoot. What rate do you ask for? 

Mr. HuRD. A specific rate of $2.50 per poimd. 

Senator Smoot. A straight and specific duty ? 

Mr. HuBD. Yes, sir. 

Our cost in 1920 was $3.58 per pound, as I said a moment ago. 
The cost of the German product, with the proposed duty, as nearly as 
we can estimate it — and 1 think our statement is conservative, reUable, 
and just to the German manufacturers — ^is $1.40 laid down in New 
York. With the duty on which we have requested the same cost 
would be $2.97. The difference between this figure and the Wilson 
Co.'s costs during the most favorable year of the company's experi- 
ence is 82 cents. Out of this 82 cents would have to come, the 
importer's profit, and the balance would be a differential in favor of 
the German manufacturer. Even imder a specific duty of $2.50 per 
poimd the German manufacturer can lay down the metal in New York 
cheaper than the Wilson Co. can produce it, but the margin of differ- 
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ence is relatively smaU, and with the reduced margin the Wilson Co. 
is willing to, and we believe can, compete. 

Senator Watson. Is the Wilson Co. the only manufacturer of this 
product in the United States ? 

Mr. HuRD. At this time. The General Electric Co. was in this 
business, but I think they have given it up. 

Senator Watson. You ask for a duty of $2.50 — a specific duty? 

Mr. HuRD. Yes. 

Senator Watson. Would not that, shut out all other manufac- 
turers altogether? 

Mr. HuRD. It would enable them to lay down the goods in New 
York at $2.97. 

Senator Watson. But when the rate of exchange returns to 
normal, then what ? 

Mr. HuRD. That would operate to increase the tariff burden. 

Senator Watson. It would operate as an embargo, would it not? 

Mr. HuRD. Hardly. 

Senator Watson. That would leave a monopoly ? 

5fr. HuRD. It would not leave a monopoly. This is not an 
industry covered bv patents. It is entirely possible for anybody to 
come in if he is willing to spend the time and the money. 

Senator Smoot. And can find a market for it? 

Mr. HuRD. And can find a market for it; yes. That is true. 

You see the condition we are facing is this: With this enormous 
differential in favor of the German product there is no possibility 
of competing with it considering the exchange factor as it is now. 
But, as I say, there is no monopoly about it. The General Electric 
Co. has manufactured this product in rather large quantities, but 
thev have given it up. 

Senator Watson. What ad valorem rate would that be imder the 
American valuation ? 

Mr. HuRD. About 75 per cent. 

Senator Smoot. Seventy-five per cent is what he wants. 

Mr. HuRD. But the specific duty would be more satisfactory 
because it would give us a certain basis on which to work. Prices 
will change from time to time. In order to develop this business 
vou have to meet the market on costs. We have alwajrs sold at a 
loss. There has been no period of the company's business, even 
including the year 1920, when they did manufacture in commercial 
quantities, when they did not sell at a loss. Our purpose has been 
to develop the industry, and we hope after some years to have a 
steady and profitable business. 

I would like, with the permission of the committee, to file a printed 
brief in which I shall show you in detail the cost to the H. A. Wilson 
Co. of materials, labor, overhead, etc., as well as exactly what busi- 
ness we have done and exactly what price:^ we have received for 
the metal. 

Senator McCumber. That will be printed as a part of your remarks. 

Mr. HuRD. All we ask for is a different classification from these 
other metals with which this thermostatic metal can not be properly 
classed, and protection against this German metal. 
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TW PLATE. 

[Paragraph 310.] 

STATEMENT OF B. B. OBAWFOBD, BEPBESENTING THE ASSOCIA- 
TION OF TIN PLATE HANTJFACTXJBEBS. 

Senator IjA Follette. Please give your full name and address. 

Mr. Crawford. E. R. Crawford, McKeesport, Pa. 

Senator La Follette. You'are connected with what company? 

Mr. Crawford. With the McKeesport Tin Plate Co. 

Senator La Follette. Are you an oflScial of the company? 

Mr. Crawford. I am president of that company. 

Senator Dillingham. To what paragraph are you going to address 
yourself ? 

Mr. Crawford. Paragraph 310. The Association of Tin Plate 
Manufacturers represents all the independent makers in the country 
outside of the United States Steel Corporation. We represent from 
55 to 60 per cent of the total production of the country. 

Senator Smoot. Have you a brief? 

Mr. Crawford. Yes; 1 have reduced my thoughts in this matter 
to a comparatively few pages, which I can read to you in not more 
than three or four minutes. [Reading:] 

On August 8 J 1921, we addressed a letter to Hon. Boies Penrose, chainnan of the 
Finance Comnuttee of the United States Senate, briefly stating our views in relation 
to the situation with the tin-plate manufacturers of the United States and their atti- 
tude toward the revision of the tariff and the proposed chants of duty on tin plate, as 
well as certain rates of duty proposed on raw materials which are used in the manu- 
facture of tin plate. 

When the tariff bill was under consideration in the House, we requested the Ways 
and Means Committee to fix the rate of duty on tin plate at 1.2 cents per pound, which 
was the rate provided in the Payne-Aldrich bill ana which was a substantial reduction 
on the rate provided in the Din^ley bill. 

The Underwood tariff bill now m force pro vides a duty of 15 per cent ad valorem, 
which is entirely inadequate, and under the present unsettled conditions, taking into 
consideration the abnormal low rates of wages prevailing in Germany, Bel^um, and 
England, as well as the unsettled exchange situation, and exposes this important 
industry to ruinous competition in all of our seaboard markets, where the great bulk 
of the tin plate manufactured in this country is consumed. The Atlantic and Pacific 
seaboards are easily accessible to foreign manufacturers, at low ocean freight rates. 

Tin plates are all manufactured in the interior of this country and bear a very heavy 
freight rate from point of manufacture to seaboard markets. Under the circum- 
stances we feel that we are entitled to restoration of the Payne-Aldrich rate of 1.2 cents 
per pound on tin plate, temeplate, and taggers plate. 

Senator Walsh. What does that represent ad valorem? 

Mr. Crawford. You mean 1.2 cents per pound? 

Senator Walsh. Yes. 

Mr. Crawford. In ad valorem, at the time the bill was filed, it 
would represent 15 per cent, but since that time there has been a 
consideraole reduction in the price of tin plate, and to-day that would 
represent, in round figures, 20 per cent ad valorem. 

Senator Walsh. At the time you asked for this ad valorem rate 
before the House committee you did not know the American plan 
. of valuation was going to be adopted, did you ? 

Mr. Crawford. Senator, we aid not ask for an ad valorem rate 
before the House committee. We asked for a specific duty. We 
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fought as strenuously as we knew how the ad valorem rate of the 
Underwood bill.- [Readmg:] 

After due and careful consideration, the tin-plate manufacturers have reachefl the 
conclusion that with economies in manufacture which thev hope to accom}>lish as 
conditions approach a more normal level they will be able to get along wjth the 
proposed rate of 1.1 cent per poimd and mai|itain their position in the home market 
against foreign competition, despite the fact that the Fordney bill has placed a duty 
of 2 cents per pound on pig tin, as provided in paragraph 386. 

Senator La Follette. May I mquire what our consumption of 
tin plate is in this country ? * 

Mr. Crawford. Out normal consumption of tin plate in this coun- 
try will reach pretty close to 35,000,000 boxes. 

Senator La Follette. Put that in pounds. 

Mr. Crawford. In pounds, that would be 175,000,000. 

Senator Walsh. .These steel men are not only good lawyers but 
good mathematicians. 

Senator La Follette. What were the imports Jast year ? 

iix. Crawford. They were practically nothing. 

Senator La Follette. What were they this year ? 

Mr. Crawford. Practically nothing, on account of the unsettled 
conditions abroad. 

Senator La Follette. What were the imports immediately fol- 
lowing the passage of the Underwood tariflf bill ? 

Mr. Crawford. They were very sluggish, for the reason that the 
war soon occurred, and conditions became so abnormal that there 
was not a sufficient supply after 1914. 

Senator La Follette. War did not occur until something like 18 
months after the Underwood tariflf went into eflfect. Imports did 
not increase particularly under the Underwood tariflf, did they? 

Ifr. Crawford. No, sir. 

Senator La Follette. They were negligible, were they not.? 

Senator Calder. What were the imports under the operation of the 
Pavne-Aldrich tariflf ? Do you recall that ? 

Mr. Crawford. That was in 1909, was it not? 

Senator Calder. In 1909 and through 1913. 

Mr. Crawford. I do not know just what the imports were, but 
there was some being imported right along, particularly on the Pacific 
coast; but I do not recall the amoimt. 

Senator Smoot. The importations for the 12 months ended June 
30, 1920, were 10,330,572 pounds. The exportations during that same 
year were 399,395,705 pounds. 

Mr. Crawford. Yes. There was a shortage in the whole world's 
supply. 

Senator Smoot. Is there a shortage now ? 

Mr. Crawford. There is a surplus to-day. I am sorry to say there 
is a surplus. There is a large sun)lus. 

Senator Smoot. Of course, under the Underwood bill tin is free ? 

Mr. Crawford. Yes. 

Senator Smoot. I suppose you are complaining now of the 2 cents 
that is imposed on pig tm imported into this coimtry under this bill ? 

Mr. Crawford. Not particularly complaining; but we want to call 
the attention of the committee to the fact that there is no tin ore pro- 
duced in the United States. 

Senator Smoot. We know that. 
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Mr. Gbawfoed. When there is a duty placed on a noncompetitive 
article, it simply advances the price that much, because the market is 
controlled in London. 

Senator Smoot. Let me get down to what you want. Are you 
willii^ to allow the 2 cents on tin as a revenue measure and accept 
the Ifousia provision of 1.1 cents per pound on tin plate? 

Mr. Crawfoed. Yes. If the committee feels that there is a need 
of 2 cents a pound as a revenue measure, to meet the present financial 
C(jndition of the Government, we are not going to complain; but we 
would Uke to call attention to this fact, that it wQl in no way, we think, 
encourage any industry in this country, for the reason that there are 
no tin ores. 

Senator Sm(X)t. The committee will decide that. Under the 
Underwood bill you had free tin and 1.2 cents a pound on tin plate. 

Mr. Crawford. Fifteen per cent ad valorem. 

Senator Smoot. I should have said under the Pajrne-Aldrich Act. 

Mr. Crawford. Yes. 

Senator Smoot. And you will be satisfied if you have 2 cents on tin 
and 1.1 on tin plate? 

Mr. Crawford. Yes; we will be satisfied with 1.1 per cent. 

Senator Smoot. That is what I imderstood you to say. Now I 
imderstand your position. 

Mr. Crawford (reading) : 

There is very conBiderable oppoedtion to this proposed duty, for the reason that there 
are no commercial tin-bearing ore deposits in this country — 

I refer now to the 2 cents per pound on pig tin — 

and the two tin smelters situated on the Atlantic seaboard produce pig tin from im« 
j>orted tin ores. They sell their product on a parity with the landed cost of imnorted 
tin, and there is no prospect of compensating advantages by reason of expectea com- 
petition from domestic sources, which would eventually reduce the price of this com- 
modity to a basis which would be competitive with imported tin. 

Senator Walsh. You are willing, as I understand it, for the sake 
of revenue, to accept 2 cents duty on pig tin, but from the stand- 
point of the consumer and from the standpoint of developing the 
export trade it would be better, you think, if we could take on the 
. 2 cents duty ? 

Mr. Crawford. Very much, sir. 

Senator Sutherland. To what paragraph have you been address- 
ing yourself? 

Mr. Crawford. Paragraph 310. [Reading:] 

The tin-plate industry is the largest consumer of pig tin in this countrj-, but the 
tin-plate manufacturers realize that the proposed duty may be considered a revenue 
measure, and for this reason they are not disposed to enter strenuous objection to the 
proposed duty of 2 cents per pound on pig tin, but leave it to the committee to satisfy 
itself that the smelting companies in this country are entitled to liiis protection, or 
that your committee is justined in leaving this duty as a purely revenue measure only. 

The tin-plate industry in this country consumes 2,500,000 tons of steel per annum 
and emplovs, in direct labor in its own plants approximately 40,000 workmen, who 
obtain tne highest rate of wages of any workmen employed in the steel industry in this 
country. 

Senator Smoot. What do you pay your common labor ? 
Mr. Crawford. We pay our common labor 30 cents. 
Senator Smoot. How many hours do they work ? 
Mr. QaAWFORD. Ten hours. [Reading:] 

As large consumers of steel, which we purchase from the steel manufacturers, we 
are indirectly, but very deeply, interested in the schedule of duty proposed on steel 



Digitized by 



Google 



METALS AND MANUFACTUBES OF. 1803 

products which constitute oiu- raw material. The rates proposed in the general metal 
schedule are extremely moderate, and, in our opinion, may be considered to be 
drawn on a revenue basis rather than on a basis of protection . iTie rates on practically 
all items in the steel schedule are lower than those of the Payne- Aldrich bill, and are 
on an average of about 60 per cent of the rates in the Dingley bill. We have noted, 
however, that the Fordney bill proposes extremely high rates of duty on raw materialB 
such as magnesite, flourspar, manganese ore, ferromanganese and ferroalloys, which 
are essential and necessary in the manufacture of steel. These proposed rates of duty 
will unnecessarily increase the cost of our raw materials and will be an increased burden 
to manufacturers of tin plate and other similar commodities, who are using large 
quantities of semifinished steel. 

We wish to call the attention of the cominittee to this situation most particularly 
because we feel that the proposed rates of duty on these raw materials should be 
stricken out or modified to a strictly revenue basis, as in most cases they are not 
competitive, and hence the tariff becomes a tax without any compensating advantage. 

We wish to go on record also with your committee that the independent tin plate 
manufacturers of the United States are unanimously in favor of the proposed American, 
valuation plan, and we would deplore any nlodification of that plan which would fix 
the assessment of duty on valuation prevailing in foreign countries, whose depreciated 
currencies are subject to violent fluctuation in exchange value as compared with the 
standard value of the United States gold dollar. 

HOOP STEEL. 

[Paragraphs 313 and 314.] 

8TATB1CENT OF S. P. KEB, BEPBESENTINa THE SHABON STEEL 
HOOP CO.; SHABON, PA. 

The Chairman. You reside in Sharon ? 

Mr. Keb. Yes, sir. 

The Chairman. And represent the Sharon Steel Hoop Co. ? 

Mr. Ker. Yes, sir. 

The Chairman. Will you state to the conunittee your views ? 

Mr. KJER. I wish, Mr. Chairman, to address the committee par- 
ticularly in reference to paragraphs 313 and 314 of House bill 7456. 

We are one of the small manufacturers of steel and make prin- 
cipally pig-iron billets, blooms, sheet bars, sheets, plates, hoops^ 
bands, and strips. 

The paragraphs that I wish to speak of particularly affect hoops, 
bands, and strips, and cotton ties, which are a product of hoop mills, 
and of which we have in past years made a great many. 

I think it would be economy of time for me to read a very short 
statement that I have prepared in connection with the subject. 

I would call your attention to the inconsistencies of paragraph 
313 and of its inadequacy as a protective measure. 

Hoops, bands, and strips are rolled from billets and slabs and are 
commonly rolled, in this country, up to 16 inches in width as a 
result of developments in the last few years of wide strip mills. 
There are several mills that roll up to 18 inches in width. I think, 
therefore, that hoops, bands, and strips should be described to be 
steel in coils, scrolls, or cut to lengths 16 inches in width and narrower. 
Before the advent of these wide-strip mills 8 inches probably cov- 
ered fairly well the production of this class of steel in this coimtry, 
but, with the development of the automotive industry a much 
wider strip was reauired and the industry has met that require- 
ment by the expenditure of large sums of money in permanent in- 
vestments in highly specialized mills capable of rolling, as above 
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•stated, up to 18 inches in width. Our own company rolls r^ularihr 
up to 15 inches in width and down to three-eighths inch wide. We 
roll in the narrower widths as thin as 23 gauge or 0.025 of 1 inch 
thick. In the wide widths we roll: Up to 8 inches, down to 16 
-gauge or 0.065 of 1 inch thick; over 8 to 12 inches, down to 14 
gauge or 0.083 of 1 inch thick; over 12 to 15 inches, down to 12 
,gauffe or 0.109 of 1 inch thick. 

Tne rates of duty on this class of material, as written in the bill, 
:are less than that accorded other products not nearly so far ad- 
vanced in the process of manufacture and in which the labor cost 
is not so high. (See par. 304, covering, among other things, ingots, 
blooms, slabs, and billets out of which hoops, bands, and strips are 
rolled.) 

The whole of Schedule 3, as it relates to iron and steel in its various 
forms, names rates of duty that are not only very low, but the classi- 
fication is very broad in some paragraphs and not fully descriptive 
of the product in other paragraphs, notably paragraph 313. The 
commodities under this paragraph should nave a rate of duty at 
least equal to the extremely low rates provided for commodities not 
so far advanced in process of manufacture and in which the labor cost 
is not so great. I do not beUeve anyone that beUeves in the theorv 
of protection will argue that the rates in paragraph 304, or, indeed, 
any of the other paragraphs covering iron andsteel, are high. The 
protection aflPorded by tariflf acts on iron and steel conmiodities, 
in all bills since the McKanley bill, have been subject to material 
reductions until the act of 1913, which practically aflfords no pro- 
tection against foreign competition to this great industry, which was 
saved from a continuation of the depression which set in during the 
latter part of 1913 and early part of 1914 only because of the World 
War. During the first half of 1914 mill order books shrank to a 
point which necessitated the curtailment of operations and resulted 
m decreased employment, and onlv began to ml up during the latter 
part of 1914 to a point that justified mil employment as a result of 
the European war, and full employment in this country was only 
continuea imtil the effects of that conflict had passed. It has been 
in recent months at the lowest rate as to percentage of operation and 
employment, I think, in the history of this coimtry , and we can only 
looK for improvement as the general conditions oi business improve, 
and then, in my judgment, only if our home market is protected for 
the benefit of our home labor and investments. 

I think it is necessary to rewrite the description of hoops, bands, and 
strips of iron or steel to meet the actual facts of to-day's production 
bj dropping the Umit of 8 inches and by extending tne limit to 16 
inches m width, and then to give this branch of the industry a rate 
that will be consistent with the rest of the schedule, which, as already 
stated, is extremely moderate and will result in only reasonable pro- 
tection against foreign competition. I would respectfully suggest, 
therefore, that paragraph 313 be corrected to read as follows: 

Hoop, strip, band, and scroll iron or steel, hot-rolled, not especially provided for, 
16 inches or leas in width, three-eighth inch or less in thickness, valued at 1 cent and 
not over IJ cents per pound, twenty-five one-hundredths of 1 cent per pound; valued 
at over IJ cents and not over 2 cents per pound, forty one-hundredths of 1 cent per 
pound ; valued at over 2 cents and not over 3 cents per pound, fifty-five one-hundredtha 
•of 1 cent per pound; valued at over 3 cents per pound, 20 per cent ad valorem: Pro- 
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videdy That all strip, band, and scroll iron or steel wider than 16 inches shall be con- 
sidered sheet iron or steel: And provided further^ That barrel hoops of iron or steel, 
and hoop or band iron or hoop or band steel flared, splayed, or punched, with or 
without Duckies or fasteners, shall pay no more duty than that imposed on the hoop 
or band iroji or steel from which they are made. Bands and strips of iron or steel, 
whether in long or short lengths, not especially provided for, 20 per cent ad valorem. 

Paragraph 314, covering cotton ties and baling ties, is entirely 
inadequate as a protective measure. Why hoops of iron or steel, 
fifteen-sixteenths inch Mride by 0.035 incn thicK, cut to specified 
lengths of 11 feet 6 inches, put up in counted buncUes, inclosing a 
buclde for each strip in the bundle, and coated or painted, should take 
a duty of less than that imposed upon similar strips or hoops of iron 
or steel not so put up I can not understand. These bundles are put 
up in standard weight of 45 poxmds each, and are to-day selling at 
$1.30 per bundle at makers' mills, Pittsburgh. The rate provided in 
paragraph 314 of one-fourth ceiit per pound is, therefore, less than 10 
per cent ad valorem. The per ton value of cotton ties at to-day's mar- 
ket at makers' mills, Pittsburgh, is $57.77 per net ton, which makes the 
one-fourth cent protection $5 per net ton. I think that paragraph 
should have the rate of duty changed from one-fourth cent per pound 
to 20 per cent ad valorem if it is to protect the American producer of the 
•commodity. In years past, before the rail rates of freight were as 
Tiigh as they are to-day, cotton ties could be delivered from English 
or German ports to any South Atlantic or Gulf port for a very much 
less rate of freight than from the mill of any American producer — 
except as to the mills located at Atlanta, Ga., and Helena, Ala., within 
the radius of a very short rail haul. There would be no adequate 
protection to the industry in the rate as written. 

Senator Calder. Please tell the committee what 20 per cent ad 
valorem would amoimt to on the pound basis. 

Mr. Ker. They are selling to-day at a fraction less than 3 cents per 
pound at makers mills. Twenty per cent would be $12 per net ton, 
or almost that. They are selling for about $2.97 or $2.98. They are 
always sold, however, as a flat bundle of 45 pounds, regardless of their 
^weight. 

Senator Calder. What is the duty now? 

Mr. Ker. They are on the free list. The duty proposed by this 
l)ill is one-fourth of a cent per pound. They were put on the free list 
in the Underwood bill. 

Senator Simmons. Where are your competitors? 
Mr. Ker. Our competitors are numerous and are scattered pretty 
broadly throughout tne country. 

Senator Simmons. I mean, your foreign competitors. 
Mr. Ker. Germany, England, and Belgium; principally Germany ■ 
And England. 

Senator Calder. What was the duty under the Payne- Aldrich Act ? 
Mr. Ker. I do not believe I can tell you that, sir. It was a low 
rate of duty. I have not the comparison here. 

Senator Simmons. The duty you propose would be about $12 a ton ? 
Mr. Ejer. No, sir; 20 per cent ad valorem. It is three-tenths 
Tinder the Payne-Aldrich bill. Cotton ties normally sell for 65 cents 
a bundle at makers' mills, so 20 per cent ad valorem would be 13 cents 
a bimdle on the normal market. They are not yet down to the prewar 
basis. It is an expensive article to produce on account of the weight 
per foot. 
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Cotton ties in the past have frequently been carried from German 
or English ports to South Atlantic and Gulf ports practically as 
ballast or at exceedingly low rates of freight, by snips coming to those 
ports for cotton or other products for the return cargoes, and this 

Eractice will imdoubtedly prevail again as the business of the world 
egins to assume normal relations. With our present excessive 
ran rates the cost of deUvery from American mills to consumers 
would be so high that it is doubtful if the rate as written in the bill 
will afford any protection to the American producers of this commod- 
ity and while rail rates must be materially reduced, if business is 
to go forward, it is not easy to beUeve that they will for a long time 
be reduced to a rate equivalent to that in effect prior to 1914. 

The above rates are suggested as a very modest protection, pro- 
vided the American valuation clause is retained in the bill, wnich 
clause the industry heartily approves and supports. 

Senator Simmons. Will you pardon just one question ? 

Mr. KEr. Certainly. 

Senator Simmons. How much potential protection will the Amer- 
ican valuation clause give you ? 

Mr. Ker. That depends upon a great many conditions. To-day 
according to the best information i have, as of Julj 1, hoops were 
selling in Germany at 1.248 cents per pound, which is $24.96 per net 
ton. They are selling in this coimtry to-day at about 2.30. The aver- 
age advance on hoops I would express at about $3 per ton. So they 
are selling for about 2^ cents per pound here. 

Tbe pnce in Germany, however, I have reduced to the American 
equivalent. It is not the German mark price. 

There has been in the past importation of hoops, and immediately 
before the wur there were importations to both the Atlantic and the 
Pacific coasts because of the lack of protection at that time. The 
largest production is in hoops and stnps, not in cotton ties. Cotton 
ties are only an incidental item in hoop mill practice. Cotton ties, 
selling at a normal price of about 65 cents, are used by many mills. 
I thimc most of the makers, except the United States Steel Corpora- 
tion, use them as a filler during the dull period of the business, in the 
summer time. 

Senator Simmons. You suggest that the specific rate of the Ford- 
ney bill be changed to an ad valorem rate? 

Mr. Ker. Yes, sir. 

Senator Simmons. And then you announced your advocacy of the 
American valuation and said that your approval of the rates was 
based on the American valuation. What 1 want to know is how 
much will the American valuation plan add to the potential protection 
that you would get upon a 20 per cent ad valorem rate. 

Mr. £[£R. In my opinion. Senator, that question is not susceptible 
of an answer, because it is dependent upon the fluctuating values 
in tbe two countries. To-day a certain amount might be right — 
probably 40 per cent, as expressed by some of the gentlemen. To- 
morrow it might be another figure. It is constantly fluctuating. 

Senator Simmons. That is true of everything, especially in these 
times. But take the markets of to-dav. 

Mr. Ker. I have not figured it, and therefore I can not answer 
the question, because I do not consider the markets of to-day as a 
very vital or important matter. 
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Senator Simmons. When you said your advocacy of the 20 per 
«ent was predicated upon tne American valuation I supposed you 
had ^ven some consideration to it and could give the committee 
some idea of how much benefit the American valuation would be to 
you over the foreign valuation in the application of the 20 per cent 
ad valorem rate. 

Mr. Keb. I have predicated it upon that theory. I think I can 
answer the question, but not in dollars or cents or any per cent of 
protection. I believe that the American valuation will prevent a 
foreign nation from dumping its surplus products in the beet market 
in the world at a time when it is profitable to do so, because then that 
nation will have to meet American valuation and will not be able to 
dump its products into this market to the disadvantage of our own 
producers. I think that is the big value of American valuation. 

Senator Simmons. Have you not considered what would be the 
increase in your real protection ? 

Mr. Ejbr. No, sir; oecause I think that increase in real protection 
is such a fluctuating thing that an opinion expressed to~aay would 
not be valuable to-morrow, and for that reason I did not even figure 
it and do not know how to figure it. 

Senator La Follette. Are you the president of the Sharon Steel 
Hoop Co. » 

Mr. Keb. Yes, sir. 

STEEL PIPE, TTIBIlSrO, AND WIEE PEODXTCTS. 

[Paragraphs 315, 316, 317, 328, and 331.] 

STATEMENT OF J. A. CA MPB ELL, PRESIDENT OF THE YOTTNGS- 
TOWN SHEET A TT7BE CO., YOT7NGSTOWN, OHIO. 

Senator Smoot. You may proceed. 

Mr. Campbell. Gentlemen, they have assigned me the subject of 

Eipe and wire products, and I have a very short statement that I 
ad better make to you first, and if you want to ask me questions 
in reference to it, you can then do so. 

Senator La Follette. What company or companies are you con- 
nected with ? 

Mr. Campbell. I am president of the Youngstown Sheet & Tube 
Co. 

For your information, I beg to state that in appearing before 
your committee I do so as the president of the Youngstown Sheet & 
Tube Co., and also as the representative of other independent steel 
compani^; especially those making ste^l pipe, tubing, and wire 
products. 

In discussing this bill, my remarks will refer to Schedule 3, and 
more particularly to paragraphs 328, 331, 315. 316, and 317. 

With reference to Schedule 3, paragraph 328, pertaining to butt- 
welded and lapwelded pipe, I beg to say that the duty proposed of 
three-fourths of 1 cent per pound is greater than is necessary to 
protect this interest; and, therefore, I would recommend that the 
duty on buttwelded and lapwelded iron and steel tubes, in sizes 
from 1 to 6 inch, inclusive, be made six-tenths of 1 cent per pound 
instead of three-iourths of 1 cent; and that sizes of buttwelded pipe 
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from three-eighths to three-fourths inch, inclusive, and also lap- 
welded pipe larger than 6 inch, carry a duty of three-fourths of 1 
cent per pound, as proposed. I suggest this change to your com- 
mittee for the reason tnat the smaOer sizes of buttwelded pipe and 
the larger sizes of lapwelded pipe carry a greater labor cost than 
what we call the '*base sizes from 1 to 6 inch, inclusive. These 
sizes on which I propose a lower duty are the common sizes of pipe, 
and the tonnage is considerablv greater than the smaller sizes and 
larger sizes mentioned. I think the proposed duty on sizes smaller 
than three-eighths is justified, on accoxmt of the small production 
per mail and nigh labor cost. 

With reference to coated conduit for electrical conductors, referred 

to in this paragraph, I would say that we are large manufacturers 

. of this proauct, and that 25 per cent ad valorem is ample protection. 

With reference to paragraph 315, pertaining to wire rods, the duty 
proposed in the bill of three-tenths of 1 cent per pound, or $6.72 per 

fross ton, is sufficient, and I do not think it should be increased or 
ecreased. 

In discussing paragraph 316, pertaining to black and galvanized 
iron and steel wu'e, lam also obliged to discuss paragraph 317, per- 
taining to galvanized wire used for .fence, galvanized wire fencmg, 
and wire for baling purposes. 

In paragraph 317 you propose a duty of one-half of 1 cent per 
pouna on galvanized wire used for fencing purposes and for makmg 
mto wire fencing and wire used for baling purposes, while in para- 
graph 316 you propose a duty on this same wire when used for other 
purposes oi three-fourths of 1 cent per pound. 

It seems to me that the committee in framing this paragraph has 
overlooked the fact that it penalizes one class of users of this material 
for the benefit of others wno use it for fencing and baling purposes 
only, and that this is ''class legislation"; and I am quite sure you 
could be justly criticised for making this distinction. Therefore, I 
recommend that you reduce the duty proposed in paragraph 316 
from three-fourths of 1 cent per pound to six-tenths of 1 cent per 
pound, with the addition you now propose of two-tenths of 1 cent 
per pound for coated wire for all purposes, and that paragraph 317 
De stricken out. There certainly can be no good reason offered by 
anybody why any class of users should be ^ven preference over any 
other class; and while the duty I propose is. smaller, perhaps, than 
it should be, it will safeguard to a certain extent the users of wire 
covered in paragraph 317 against unduly high prices, and will still 
afford sufficient protection to the interest affected by paragraph 316. 

I am trying to offer some suggestion here that will make this more 
harmonious and more scientific. . 

Referring to paragraph 331, pertaining to nails and spikes made- 
from iron and steel wire, I beg to call your attention to the fact that 
this proposes four-tenths of 1 cent per pound on nails, which carry a. 
labor cost of $12 per ton higher than wire; and as it is my under- 
standing that you wish to protect the labor employed in producing 
these nails to tne same extent that you would protect labor producing 
the wire from which thev are made, it naturally occurs to me that the 
committee framing this bill did not have sufficient information on this 
subject, and therefore have not provided sufficient duty to protect the 
labor engaged in the manufacture of nails. If this is the principle by 
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which your committee is to be guided, then wire nails should cany a 
higher duty than plain wire, for the simple reason that the labor cost 
in producing this product is considerably higher, as above stated. 

With this fact in mind, therefore, I would reconmiend and strongly 
ui^e that paragraph 331 should be changed so as to provide a duty of 
three-fourths of 1 cent per pound instead of four-tenths of 1 cent per 
pound on the conmion sizes of nails and spikes, and other sizes in 
proportion. 

I wish to call your attention to another wire product, viz, barbed 
wire, both plain and galvanized, which is on the iree Ust, Schedule 15, 

Earagraph 1680. I can not understand the purpose of the Ways and 
Leans Committee in proposing that barbed wire be put on t£e free 
list. The cost of wire tnat enters into the manufacture of barbed 
wire is fully as great as that of wire for fencing or other purposes; 
labor in making this wire and in making it into uie finished^product, 
barbed wire, is certainly entitled to the same protection as the labor 
employed in making wire for other purposes, and it would be rank 
discrimination to treat it other than on tne same basis. If the manu- 
facturer of barbed wire is compelled to meet foreign competition 
without any protection, he will be forced to reduce labor that enters 
into the manufacture of this wire to the very minimum, and may be 
put out of business entirely. I do not beUeve that this is the idea of 
the Ways and Means Committee or the Senate Finance Committee, 
and, if it is, I certainly hope that it is not the idea of Congress as a 
whole, and that this item of barbed wire will be put on the dutiable 
list and treated the same as other wire products. 

Senator La Follette. What do you think it should be, or are you 
going to proceed to state ? 

Mr. Campbell. It ought to be at least as much as other wire, and I 
have recommended a reduction on that in order to harmonize it with 
nails, in order to try to meet the ideas of the Waj^ and Means Com- 
mittee that framed the bill and not get it too high. 

Senator Smoot. You want six-tenths of 1 cent ? 

Mr. Campbell. Six-tenths of 1 cent at least. It ought to be the 
same as nails, but we will be satisfied if we can get six-tenths of 1 
cent. 

It is my impression that in framing this tariff bill it was the inten- 
tion of the House Ways and Means Committee to protect all American 
interests — the farmer, invested capital, and especially the laboring 
people. 

I appreciate the difficulty that confronted the Ways and Means 
Committee in framing a bill that will do exact justice to all the inter- 
ests concerned. All mterests are selfish, especially those that ask you 
to do things that would be an injustice to otners. For that reason you 
should seciu^e the facts and do what is best for the people as a whole, 
rather than give undue protection to any one interest at the expense 
of many. 

Many producers in different lines may have high costs, due to anti- 
quated factories and methods, or to disadvantage in their geographical 
location; but if there are such their interests should not be considered 
to the detriment of the coimtry generally. 

While I am not supposed to discuss duties other than those on pipe 
and wire, I d^ire to emphasize, if possible, what Mr. Topping has said 
with reference to duties on raw materials. 
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The proposed duties on fluorspar, manganese ore, ferromanganese, 
mi^esite, pig tin, zinc, and alloys will put considerable tax on the 
sted industry, which the consxuner must pay. We will pay it first, 
and then we will pass it on to the consumer; we are obliged to do that. 
Mr. Topping has explained that American producers do not require 
this abnormal protection, and if there are any cases where they do, 
the interests are so small and can produce sucn a small percent£^e of 
the material required that their needs should not be permitt^ to 
impose this tax on all steel consumers. 

Mr. Dinkey explained to you about f erromanganese, that there are 
not any lai^e deposits of manganese ore in this coimtrv; and because 
some man m North Carolina or some man in Colorado may have a 
little pocket of manganese ore is no reason why the 100,000,000 
people in this coimtry should be taxed to protect these two people, and 
that is about all there are that have deposits, and they are very lim- 
ited, and we are very glad that we found them during the war to 
help us out. 

The duties proposed on these articles are all too great, in my 
opinion, especially those on fluorspar, manganese ore, ferromanganese 
and magnesite, and I trust they will be greatly reduced by your com- 
mittee. 

The duty you are talking about putting on ferromanganese is 
outrageous. We can not ffet ferromanganese in this country. The 
deposits are not here. They are bound to bring it from abroad, 
and it is only taxing the industry and the consxmiers of steel to put 
$39 a ton or something like that on that material, ferromanganese, 
that I have bought for many years at $35 per ton. 

It should be understood tnat in recommending lower duties in 
some tubular and wire products than those proposed in this bill, 
I do so believing that the entire bill will finally provide for a moderate 
duty on all classes of merchandise. If this bill, as a whole, is so 
framed that the result of its passage would be to increase the cost 
of living and labor, in that event we need higher duties than those I 
have suggested. 

We have given you what we believe is the very lowest duty that 
we can get along with, and we do not want the clothing and the boots 
and shoes and everything else that enters into the cost of living to be 

fut on a higher basis, because if we do we are at a great disadvantage, 
have recommended that these duties be reduced, because if we can 
get along with a lower duty — some of them are too low — I have tried 
to get them on a relative basis regarding the cost. I have figured the 
cost on every product that we manufacture, from the ore mine and 
the coal mine and the limestone quarry, including transportation, 
to the finished product. I can give you the items. You take, 
for instance, barbed wire, which is one of the things that is on the 
free list. Galvanized barbed wire carries a labor cost from mine to 
the finished product alone of $39.33, which is the highest labor cost, 
with one exception, of any product that we manufacture, and we 
manufacture a large line. We have the capacity of producing 
1,000,000 tons of steel a year, all kinds of wire products, bars, sheets, 
both black and galvanized, plates, pipe. We have the capacity of 
manufacturing 50,000 tons a month of pipe in all sizes from one- 
eighth inch to 20 inches. 
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Senator liA Follette. WhUe you are right on your barbed wire. 
Mr. Campbell, will you be so kind as to take a ton of barbed wire and 
start witn the ore and give me the labor cost in producing the ore, 
and then the labor cost in producing the ore necessary for a ton of 
barbed wire, and follow it right through in its different changes ? 

Mr. Campbell. I will be glad to send you that. I have it at home, 
not here. I just have the totals. 

Xs Mr. Topping states, we will be obliged to export 20 per cent of 
our steel if we are to keep our mines and mills in operation and jgive 
continuous emplovment to our workmen, and an^tning that adds to 
our costs wUl make this more difficult, and also increase the selling 
price to our domestic consimiers. 

In this connection I would like to make a few observations on the 
tariff generally in the hope that practical ideas and experience may 
be of service to your conmiittee. 

Conditions are abnormal throughout the world and the quicker 
readjustments are effected the better for everybody; so it seems 
to me that your tariff bill, when completed, should be based on what 
we may think are normal conditions, and values, rather than on 
conditions that obtain at present. If it has the effect of speeding 
readjustments to lower values on a more stable basis, it will be of 
great benefit. 

Wages and materials in other countries must increase or wages and 
matenals in the United States must decrease before values are- 
stabilized. Both will happen; wages and materials will be lower 
in the United States and nigher abroad. A reasonable tariff will 
bring this about quickly; a tariff too high will prolong this readjust- 
ment and in the meantime the country will suffer. 

I believe in the American standard of living, and I desire to see it 
maintained, but I am not so much concerned about the rate of wages 
paid as about what the wage earner has left after paying the cost of 
living by this standard. Duties that are too high will raise values, 
increase the cost of living, stop exports, cause \memployment, ana 
finally cause industrial depression. You are expected to frame a 
tariff bill that will maintain the American standard of living andyet 
permit us to export our products to the markets of the world. Tbis 
can not be accomplished by a tariff bill that will materially increase 
the cost of production. 

Senator La Follette. I would like to ask the witness a few 
questions. 

Mr. Campbell. All right. 

Senator La Follette. How many different products do you 
produce ? 

Mr. Campbell. It would be difficult to say. 

Senator La Follette. Quite a long line of them, is there? 

Mr. Campbell. We produce quite a large line of all kinds of con- 
duit, both rigid and flexible, and all classes of wire products and 
wire fence, gdvanized wire, barbed wire, wire hoops and nails. We 
make bars, we make plates, we make sheets, we make sheet bar and 
billets and coke and steel; and we produce oiir own ore and our own 
coal, and are large producers of pipe. 

Senator La Follette. Yes; 1 know you are. You have already 
prepared as a part of your system of checking up costs of production 
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all of the items of the cost of production of the different articles that 
you produce. Will you be kind enoujgh to send them to the com- 
mittee, that they may be incorporated m your testimony ? 

Mr. Cabcpbell. If jon will have the chairman write me, I will 
send him any information that you want specifically — if he will write 
specifically what he does want. 

Senator La Follette. I am giving you now specifically what I 
would be glad to have you furnish to the committee, and you* can 
address it to the committee. But I would like to have you give us— 
at least I will desi^ate a few of the more important things that you 
produce and limit it to them, so as not to burden the record with aU 
of it. Take the matter of barbed wire. I will ask you to send to 
the chairman of the committee here, to be made a part of the record 
of your testimony 

Mr. Campbell. The items of labor cost 1 

Senator La Follette. No; all the items of cost that enter into a 
ton of barbed wire — ^labor as well as other items of cost that entei 
ijito it, from the ore clear through to the finished product. 

Mr. Campbell. We do not make our costs there in that way. We 
make our costs by taking the ore at so much per ton and the coal at 
so much per ton and the limestone at so much per ton. 

Senator La Follette. So you start with your raw material ? 

Mr. Campbell. Yes. But I have the figures of labor both at the 
. ore mine and the coal mine and the transportation plant; and also 
the convertingfrom ore to coal into the finished product. 

Senator La Follette. Then, suppose vou start with the coal, ore, 
limestone, etc., as your raw material, and. give us the items of cost in 
a ton of barbed wire, indicating that in the gross, but from that part 
on, so that we will have the relative labor cost, with the other costs. 

Mr. Campbell. I can give it to you both wajrs. We have it. 

Senator La' Follette. And will vou do tha same for nails I Now, 
does it make any difference whetner you differentiate as to nails, 
spikes, etc.; if you state it as nails, will that cover the subject? 

Mr. Campbell. Well, hardly, because we make a great man;^ small 
nails — roofing nails — and they go in as a general proposition with the 
general cost; we do not separate them, although we make special 
costs on them, and can separate them and give you the base sizes. 

Senator La Follette. Then, just do that, if you please, for nails 
as well as for barbed wire. Do you produce nails as well as barbed 
wire and tubes in the Youngstown plant ? 

Mr. Campbell. Yes, sir. 

Senator La Follette. I mean the Youngstown Sheet & Tube Co. 

Mr. Campbell. We have a capacity of 50,000 kegs of nails a month 
and 50,000 tons of pipe. 

Senator La Follette. What is the total cost of a ton of barbed 
wire such as you produce ? You have the figures ? 

Mr. Campbell. I have not the figures; only the labor. 

Senator La Follette. Can you state from memory about what 
it is? 

Mr. Campbell. I cah not. I could for some other products, but 
that is a minor item with us, and I do not carry that in my head. 

Senator La Follette. What is the total capitalization of the 
Youngstown Sheet & Tube Co. ? 

Mr. Campbell. Our capital is $20,000,000 of common and 
$10,000,000 of preferred. But we have about $45,000,000 of earned 
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surplus over the last 20 years, which is invested in the business, and 
our total net assets over liabilities about $75,000,000 to $80,000,000. 
We employ about 15,000 men in our coal mines, ore mines, quarries, 
and plants. 

Senator La Follette. You own your own coal mines and quarries t 

Mr. Campbell. We are interested in a large number of ore mines, 
about 15. We produce about enough ore to take care of oiurselves. 
We use about 1,800,000 tons a year under normal activity. We are 
bringing in 300,000 tons of ore this year. We are operating at less 
than 20 per cent for the last three months, and we have lost over 
S200,000 a month for the last three months. 

Senator La Follette. You are paying what wages to common 
labor? 

Mr. Campbell, We are paying common labor 30 cents an hour, 
which is 5 cents higher than Mr. Dinkey. The highest wages we have 
paid is 46 cents an nour. We reduced wages about 20 per cent, to 37 
cents an hour, and we made a fiu'ther reduction of about 19 per 
cent, to 30 cents an hour. 

Senator La Follette. Do you remember what you were paying 
common labor per hour in 1913 ? 

Mr. Campbell. $1.70 a day, or 17 cents an hour. 

Senator La Follette. That nms 10 hours a day right through? 

Mr. Campbell. Well, we work some men only 8 hours and some 
10 hours. 

Senator La Follette. But on the common labor ? 

Mr. Campbell. Yes; 10 hours. 

Senator La Follette. So, when you say $1.70 you mean 17 
cents an hour ? 

Mr. Campbell. Yes, sir. 

Senator La Follette. Do you recollect what you were paying 
in 1910? 

Mr. Campbell. $1.70, or 17 cents per hour. 

Senator La Follette. And what was the rate in the period before 
that for a few years ? k ^ 

Mr. Campbell. I think the rate has been since about 1902, about 
$1.70, but I really do not remember. Before that, during the latter 

Jmrt of 1900, 1897, 1898, and 1899, we were paying all kinds of wages 
rom a dollar a day to $1.25 and $1.50. 

Senator Smoot. Is your common labor mostlv foreign labor? 

Mr. Campbell. Our labor before the war and during the war was 
about 60 per cent foreign labor, but we had some trouble after our 
strike, and we tried to decrease that. The trouble was with the 
foreign labor, and it is about 50 per cent now and 50 per cent 
American. 

Senator La Follette. What dividends has your company paid 
the last five years, Mr. Campbell ? 

Mr. Campbell. Well, they have paid — ^you mean on the capital 
and surplus invested ? 

Senator La Follette. On the capital. 

Mr. Campbell. Why not the surplus, too; that is capital invested. 

Senator La Follette. Well, if you have capitalized the sur- 
plus 

Mr. Campbell (interposing) . What difference does it make whether 
you capitalize it or not ? 
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Senator La Follettb. I think it makes a good deal of difference 
to the consumers. 

Mr. Campbell. Not a bit. You have the money in the business. 
We have it invested in our ore mines, coal mines, blast furnaces, and ' 
mills. 

Senator La Follbtte. Yes; and you have charged prices which 
enabled you to accumulate surplus capital, and then turn aroimd 
and capitalize the surplus, and so in that way make the public furnish 
a part of your capital ? 

Mr. Campbell. The public did not furnish it. 

Senator La Follette. But that aside, just suppose you give us 
your dividends on your capital and surplus. 

Mr. Campbell. (5ur dividends will average less than 6 per cent 
on capital and surplus. 

Senator La Follette. Each year for the last five years? 

Mr. Campbell. For the last 10 or 15 years; and we Duilt the latest, 
perhaps, and most modem plant in the United States, because it 
is one ol the latest plants built. We have some advantages, I think, 
early in our history, because it was a new plant with some labor- 
saving devices, and improvements, and our profits perhaps then on 
the investment were greater considerably than they are now. You 
know when you invest in ore mines, coal mines, ana hmestone quar- 
ries and all those things for a future backlog to your business, or 
after you put in $40,000,000 or $50^000,000 into a plant account, you 
must back them up by investing m raw materials. We have over 
$10,000,000 in coal that will last us 50 years. We did not dare go 
without it. We have the same thing in limestone and ore and dolo- 
mite, and the profit is very small. 

Senator La Follette. i^; because you include that reserve in 
your present capital for years ahead, and make the business pay a 
turn on that. 

Mr. Campbell. No man can put $50,000,000 in a plant without 
putting something behind it and be sure he is going to be able to 
operate it. 

Senator La Follette. Will you state what your gross sales were 
for the Youngstown plant last year ? 

Mr. Campbell. About $75,000,000. 

Senator La Follette. And wnat was your total expense t 

Mr. Campbell. I do not know; I do not carry those figures in my 
head. 

Senator La Follette. What is the total wages you paid ? 

Mr. Campbell. $25,000,000 at the Youngstown plant, not includ- 
ing mines and quarries. 

Senator La Follette. What were your total salaries ? 

Mr. Campbell. I do not know. 

Senator La Follette. What is your salary ? 

Mr. Campbell. They pay me all kinds of salaries at times. 
When we have a good year they pay me one thing and sometimes when 
we have a poor year they pay me very much less. 

Senator La Follette. What was it in 1920 ? 

Mr. Campbell. My salary this year is less than half what it was 
year before last, and about half what it was last year. 

Senator La Follette. What was it year before last ? 

Mr. Campbell. I do not think that that is necessary, and imless 
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Senator La Follette (interposing). Do you decline to answer? 
}t, Campbell. I decline to answer, imless the chairman rules that 
I should answer. I am not ashamed of it. 

Senator La Follette. I suppose you are so proud of it you do not 
want to tell us what it is. 

Mr. Campbell. No; I am not proud of it. I think they have 
always paid me less than I have earned. If you had to do my job 
you would want mof*e than I get. 

Senator La Follette. I certainly would; and I would not want to 
take it at that. 

Mr. Campbell. We have 10,000 men idle, walking the streets, and 
me trying to find work for them to meet the conditions as they are to- 
day, and nave to reduce their wages in the face of the fact that living 
has not been reduced, or rents have not been reduced — of course, Uving 
is down some, food products especially, but it is no snap running a 
steel plant with the large number of men one has to look after. 

Senator La Follette (interposing). Do you know what the cost 
of living is to-day, compared with 1914 ? 

Mr. Campbell. Yes. 

Senator La Follette. What is it ? 

Mr. Campbell. It is about 60 per cent higher than it was in 1914. 

Senator La Follette. How does the cost of Uving at the present 
time compare with the cost of Uving in 

Mr. Campbell (interposing) . You can get aU that from the National 
Conference report. They are very accurate in their statements, and 
I do not have it all in my head. 

Senator La Follette. What is that ? 

Mr. Campbell, The National Conference Board makes a busi- 
ness of setting these statistics together, and they will be glad to 
famish them. 

Senator La Follette. What is the National Conference Board? 

Mr. Campbell. They have headauarters in New York, and their 
business is making up statistics of all kinds, and they are very correct. 
They use Government statistics in some cases, where they know they 
are correct; and where they know they are not correct they do not 
use them. 

Senator La Follette. You mean the report of the Department 
of Labor here ? 

Mr. Campbell. Is that under the present Department of Labor ? 

Senator La Follette. It is imder the Department of Labor .^ 
The table I have before me gives the index to the average family 
expenditure on food in the United States from 1900, by years, down 

to 1920. Taking 1900 as the mdex of 100 

. Mr. Campbell (interposing). Shows it is a good deal lower than 
it was a year ago ? 

Senator La Follette (continuing). In 1920 it had advanced to 
296. You did say that the wages in 1920 were 46 cents an hour. 

Mr. Campbell. We did pay m addition to Uiat time and one-half 
for over eight hours, which has been abandoned. 

Senator La Follette. What is your profit on a ton of barbed 
wire? 

Mr. Campbell. I think we lose about $5 a ton on the present 
basis. We are losing on every product we make except one. 
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Senator La Follette. What does a ton of barbed wire cost? 

Mr. Campbell. I can not tell you definitely now. 

Senator La Follette. Can you tell me about what it costs? 

Mr. Campbell. No; I could not. I would not want to guess, be- 
cause I might not be within $10 per ton ; I can give you the information 
and tell you what it costs. 

Senator La Follette. I will be glad to have you give me the 
information. 

Mr. Campbell. You see, we make a himdred different products, 
and while we have a cost sheet for every different product every 
month showing the labor cost and the taxes and the msurance and 
the salaries and all those things, I can not carry all those things in 
my head. I know about the heavier products and the higher 
^nnage products. 

Senator La Follette. You prepared yourself to give the labor 
tost in a ton of barbed wire ? 

Mr. Campbell. I had it made up because I thought that the bill 
was not a very scientific bill, and seeing barbed More on the free list 
and some other things out of harmony, for that reason I had our 
controller make up a labor cost; and we got the exact cost of the ore 
mined and we got from our accountants what the labor cost to put 
it on the boats and what the labor in water freight was, and we took 
60 per cent of railroad transportation charges as the basis for labor 
on the railroads, and then took our own costs of conversion and made 
it out just as you would a cost sheet. So that I am sure it is accurate 
within a very small percentage. 

Senator La Follette. What part of your product do jrou export? 

Mr. Campbell. About 10 per cent last year. We shipped about 
100,000 tons abroad last year. 

Senator La Follette. What was your principal foreign market? 

Mr. Campbell. Canada is our principal foreign market. Mr. 
Topping explained that this morning. We are in that same arrange- 
ment with nim. We are a member company of the Consolidated 
Steel Corporation of New York, which 11 of the large steel companies 
are in, and we have a selling organization there that sells all of our 
products for export. We have auite a business ourselves in Cuba 
and Porto Rico, and, of course, snip some materials to Japan, Aus- 
tralia, and elsewhere. 

Senator McLean. When you ship to Japan, for instance, do you 
have to pay a duty there ? 

Mr. Campbell. I do not think so; I do not know. I am not 
familiar Mrith the export business. We used to do our own exporting, 
before the Webb Act was passed, and since then we took advantage 
of the Webb Act and 11 concerns went together, and we turn over to 
our selling company 10 per cent of our products. 

Mr. Topping. There are revenue duties in Japan. 

Senator La Follette. How about the duties in Canada? Do 
you carry those in your mind at all ? 

Mr. Campbell. They have a duty which they can change over- 
night. They have a law that is good, in my opinion, because they 
can keep us out of there if they want to, and we have to bill our 
materials at fully as high a price as is prevailing in this country. 
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Senator La Follette. You sell there on about the same level as 
you sell here ? 

Mr. Campbell. We are obliged to sell on the same level. They 
will not permit us to sell for any less, while the Germatis can come 
over here and sell $10 a ton imder their prices at home. That is the 
reason we are in favor of this American valuation plan. 

Senator Walsh. There are a few general questions I would Uke to 
ask the witness, because he is a representative business man, of a 
very lai^e group, and I think it may help us in our work here. 

To what extent do you think, as a business man, this committee 
ought to exercise the greatest possible care in fixing its rates so as 
not to prevent imports into this country? What would be the con- 
sequence to a big Dusiness like yours if these rates here are fixed so 
as to shut out imports to this country 1 

Mr. Campbell. It would ruin the country, in my opinion. If you 
build a tarff wall aroimd this country, you are going to keep up a 
fictitious and artificial value on everything that you put that high 
tariff on. You are going to do the same thing on labor, and the result 
would be that the industrial depression would mean the breaking 
down of the whole industrial situation. 

Senator Walsh. Is that opinion shared by your group and other 
biff business ? 

Mr. Campbell. I do not know; I am only speaking for myself. 

Senator Walsh. I have heard it expressed by others. 

Mr. Campbell. I am in favor of a protective tariff, but I want just 
a little 

Senator Walsh (interposing). I want to know about the Congress 
fixing the duty so high as to exclude the,imports. 

Mr. Campbell. I believe all the things the Lord put into the trees 
and the mines, when put into lumber and steel, ought to be distrib- 
uted throughout the world with the least obstruction, where they 
can be distributed, with the lowest possible freight rates. I think it 
would be a splendid thing if we could brin^ our ore from Cuba for 
all the eastern mills and save our resources m Minnesota and Michi- 
gan for tJiie western mills. I think we oi^ht to bring that in without 
any obstruction. But we have no business to brmg lumber from 
Washington to Maine when we can bring it across from Canada. 
We ou^t not pay a high duty on that. There is no reason 
why we should snip coal from the Virginias up into northern Maine 
when we can bring it over from Canada or from Newfoundland at a 
less price. 

Senator Smoot. Certainly; and lumber from Canada. 

Mr. Campbell. Yes; they ought all to be free. And so man- 
ganese ore ought to be free, and all other things that the Lord has 
put here for the use of the people. 

Senator Walsh. One other single inquiry, and I am through. Is 
the theory you have described the reason why, perhaps for the first 
time in American history, the representatives of great big business 
are here asking for the lowering of rates and the representatives of 
small business and men who produce but a small amoimt of the con- 
sumption are asking for excessively high rates ? 

lifc. Campbell. I am asking for protection first to maintain the 
American standard of living. 1 want to do that, but I want the cost 
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I'ust as low as possible. Some labor in this country is too high; it 
las been unduly protected. Some men are making $25 and $30 a 
day who ought to be working at $10. But we must keep our cost 
as low as possible, because we are now a world nation, wiether we 
will or not, and we want to export and must export some of our 
products to keep our people employed. 

Senator Walsh. You are fearful, then, that those concerns who 
produce a small proportion only of the consumption may receive 
such high rates that it will amount to an embargo, and that the cost 
to everybody who uses that raw material will be so enormous that it 
will destroy business. 

Mr. Campbelx.. I do not say it will destroy business. But it is a 
tax on the consumer. 

Senator Walsh. You can not export if your raw material is 
increased by heavy rates of duty ? 

Mr. Campbell. No. 

Senator Walsh. And we must do an export business 1 

Mr. Campbell. We should do an export business, and we wiU 
when the other nations get up on the same level we are. We can 
not do an export business now, and I do not think we can in a year 
or two. 

Senator McLean. I want to ask you just one question: You said 
you believed in a protective tariff. Just what do you mean by that? 
What should it represent ? 

Mr. Campbell. I mean that if a man in Germany, for instance, or 
Belgium, or France gets $2 a day, and a man needs $2.50 in this 
country to live on a little higher oasis — on the basis our people do 
live on in this country — there ought to be protection enougn that we 
would be able to pay him that omer 50 cents a day; that is, in other 
words, the difference between the cost of labor on a normal basis, 
not on the present basis — because everything is abnormal now. 
And i have cautioned you people about framing a tariff bill based 
on present conditions, because we are going to seek a lower level — 
we nave got to seek a lower level or else we have to get the fanner 
up with us, and you gentlemen could not do a better thing than to 
wipe out the transportation act and the Adamson law, and let the 
freight rates eo down so that the farmer will come up and at the 
same time reduce our cost and put us down. And then when we 
are on the same level there ought to be an easy flow of exchange of all 
products. Your transportation act has not worked out; it is a fail- 
ure. There is a constant contention between the labor board, that 
knows no more about labor than I know about running a bank, fixing 
the price of labor in Alabama and in New York City and other places, 
the same one place as another the country over, and it is holdmg the 
business of this coimtry up by the throat right now. And if you did 
that, in 90 days we would have lower freight rates, men would become 
employed, the farmer's buying power would be restored, and he 
would buy from us, and our factories and mills would start. We, in 
turn, would give transportation to the railroads and the sprag would 
be taken out of the wheel and business would go on. 
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BAIL BEABnrOS AND SPBOCEET CHAIITS. 

[Paragraphs 321 and 329.] 

STATBXENT OF ADOLFH E. BBION, BEPBESENTING PETBB A. 
FBASSB A CO., NEW YOBK CITY. 

Senator MoCumbeb. You may state your name and place of 
residence. 

Mr. Brion. My name is Adolph E. Brion, president of Peter A. 
Frasse & Co., New York City. 1 will not take your time very long. 

Senator Smoot. What para^aph are you interested in ? 

Mr. Brion. I am interested in paragraph 321. I would like to 
see it divided. 

Senator Smoot. Antifriction balls and rollers? 

Mr. Brion. Yes, sir. 

Senator La Follette. What relation do you bear to the maker? 

Mr. Brion. President of Peter A. Frasse & Co. In this particular 
line we are importers. We import about 10 per cent of the goods we 
handle. 

Senator McCumber. You want to divide paragraph 321 ? 

Mr. Brion. Yes, sir. It covers not only the balls and rollers but 
the finished product. 

Senator McCumber. Exactly how do you want it divided ? 

Mr. Brion. Just Uie balls and rollers, for ball bearing, and a 
separate clause for the other. I do not think the ball-bearing manu- 
facturers would try to keep the tariff so high, because mey are 
buyers of these balls. 

Senator Smoot. What do you want? Just the antifriction balls 
and rollers and ball bearings 

Mr. Brion. In a separate clause. 

Senator Smoot. What rate are you asking ? 

Mr. Brion. We are not asking for any rate. 

Senator Smoot. You want a oifferential between the finished prod- 
uct and the balls and rollers ? 

Mr. Brion. Yes, sir. Let the American manufacturer fix the rates. 
The American independent manufacturers of ball bearings have to ask 
for a high price, because they want it on the finished product. They 
probably would not ask such a high price otherwise. There is only 
one real manufacturer in this coimtry. 

Senator Smoot. Does the brief show that fact ? 

Mr. Brion. The brief shows something else. 

In 1917 there were three large manufacturers of steel balls, two of 
which have been taken over by ball-bearing manufacturers, so there 
is really only one large plant to-day. In 1917, for instance, a one- 
eighth-mch ball of a very high quality sold for 67 cents a thousand; 
to-day they are selling at from $1 .80 to $4.20 p^r thousand. I think it 
is because there is so little competition. 

Senator La Follette. What is the name of the one company in 
which they have all been merged ? 

Mr. Brion. They have not oeen merged. The ball-bearing manu- 
facturers took over the ball-making concerns to be sure of their supply 
of balls. The Atlas Ball Co. was taken over by the S. K. F. ball 
group of ball-bearing manufacturers, and the Standard Ball Bearing 
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Co., also makers of balls, was taken over by the Rockwell ball-bearing 
manufacturers. So that leaves it that the mdependent bearing 
manufacturer and others who need steel balls are required to buy 
them from this one remaining large manufacturer, who has the 
entire field to-day, the only competitors being a few small manu- 
facturers. They have the entire field to-day. For that reason we 
believe if this clause is separated the American manufacturer or user 
of ball bearings will not ask so high a tariff as they need to protect 
the finished product. The question of the tariff we leave to you and 
the American manufacturer. If there ceases to be a profit in import- 
ing, we will stop importing. 

In my brief I nave tried to show two phases of the American valua- 
tion plan, both of which stand to bring m less revenue to the Govern- 
ment, because manufactured articles of iron and steel, if taxed on the 
suggested rate subject to American valuation, will be shut out en- 
tirely. 

Senator Simmons. You say a tariff on the steel products of the 
country, using the American valuation together with the rates in the 
Fordney bill, would amount to a practical embargo ? 

Mr. Brion. a practical embargo on some of the items. 

Senator Simmons. I would be glad if you would specify some of 
them. 

Mr. Brion. Steel balls, for instance. I am not clear as to how the 
fixing of the American valuation is going to take place, whether a 
commission is going to be appointed or not. For instance, of steel 
balls there are five different grades. The methods of testing are the 
endurance test, accuracy, crushing strain, and so on, in the testing of 
those five grades. When you are importing the comparison will 
have to be made. As far as I can see, tnere will have to oe a labora- 
tory in every customhouse in the country. 

Senator Smoot. You do what, now, to find out the value ? 

Mr. Brion. The invoice shows the grade and value of same. 

Senator Smoot. That is it. 

Mr. Brion. You probably would not take our word for it. 

Senator Smoot. No; and would not the American manufacturer I 

Mr. Brion. It means a lot of detail if you are going to take the 
American valuation. 

Another item in that is the very high-class chains we are importing 
for power transmission. They will nm from 100 to 200 per cent 
higher in Europe than here. Of course, we assume they will also 
come under the American valuation. If they do, of course, the tariff 
will be very much reduced. 

Senator Simmons. Why is that? 

Mr. Brion. This grade is a very superior grade and is sold on its 
reputation, and in some of the grades they are 100 to 200 per cent 
higher in Europe, exclusive of importation costs, than here. Take 
any motor-cycle racing man. Very few will trust themselves on 
an American chain. Of course, notwithstanding the fact that you 
have raised the rate from 25 to 30 per cent, we will be getting them 
in cheaper under the American valuation plan. 

Senator Simmons. Where an article is higher in Europe than in 
this coimtry, how are you going to apply the principle on the difference 
in cost of production i 

Mr. Brion. I assume you will get your American valuation 
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Senator Simmons (interposing). I am not talking about the valua- 
tion; I am talking about tne prmciple of protection. The article you 
are proposing to protect is selling m this country for very much less 
than it is selling in Europe? 

Mr. Brion. Very much higher. 

Senator Simmons. Do you mean higher in this country? 

Mr. Brion. Very much higher in Europe than in this country. 

Senator Simmons. Therefore, the American importing that article 
from Europe would have to pay more for it than he would have to 
pay for it if it was produced m America ? 

Mr. Brion. My understanding of the American valuation plan 
is 

Senator SnofONS (interposing). I am not talking about the valua- 
tion plan; I am talking about the question of a tariff. 

Mr. Brion. Yes, sir. 

Senator Simmons. A tariff without any reference to any valuation 
plan whatever. I understand the theory of protection is that you 
ought to measure the difference between the cost of producing a 

f'ven article abroad and here, and you say that the price of the 
uropean article imported to tnis country is higher than that of the 
American article ? 

Mr. Brion. Very much higher. 

Senator La Follette. Is that the same article ? 

Senator Smoot. It is not the same article. 

Mr. Brion. It is the same article, but of better quality. 

Senator Simmons. It has no competition in this country ? 

Mr. Brion. It has no competition anywhere in the world. 

Senator Simmons. Then wny should a tax be imposed except for 
revenue purposes ? 

Mr. Brion. I will leave that to you. 

Senator SnTMONS. If it sells hkher abroad than it does here, why 
should a tax be imposed for tarin purposes ? 

Mr. Brion. I will leave that to you. 

Senator Simmons. That is perfectly plain, is it not ? 

Ikfr. Brion. Yes. I would say we are in favor of a tariff, of course, 
a» we are good Republicans. 

Senator Simmons. Are you in favor of a tariff where there is no 
coinpetition ? 

Mr. Brion. The trouble would be to fix a tariff that would take 
in aU grades. There are low-grade chains imported from Germany 
to-day. Of course, if you fix the tariff two ways, one on the valua- 
tion and the other on the article, it would be accomplished in that 
way. But the tariff we had before of 25 per cent is high enough. 
We are satisfied with whatever you make it. 

Senator La Follette. I woiud like to understand a little better 
about these chains. Are they for motor cycles ? 

Mr. Brion. Motor cycles, bicycles, automobiles. 

Senator La Follette. Are those chains comparable in every- 
thing except the quality of the material and workmansjhip ? Are 
they comparable in form and use ? 

Mr. Brion. Exactly. 

Senator La Follette. Substantially in weight and in size ? 

Mr. Brion. Exactly. 

Senator La Follette. And the high grade of the foreign article 
is due solely to superior workmanship ? 
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Mr. Brion. Yes, sir; and reputation. 

Senator La Follbtte. And the better quality of material used in 
making the article; is that true? 

Mr. Brion. -Yes. Hans Reynolds, of Manchester, England, was 
the fa*st maker of these chains. He made the bicycle possible. It 
has carried that reputation and quality through all these years. 
They are the best chain made in the world regarmess of price. 

Senator Smoot. Everybody is willing to pay for it ? 

Mr. Brion. Customers buy them who are willing to pay a higher 
price for higher articles, but the busitjess is not large. 

Senator JLa Follette. Under the American valuation those two 
chains would have to be compared with each other and the duty 
fixed on the American value, which is less than the foreign valuation ? 

Mr. Brion. Yes, sir. 

Senator La Follette. And therefore the duty in that case would 
be reduced under the American valuation ? 

Mr. Brion. Where you have raised the duty from 25 to 30 per 
cent, we would probably be only paying 18 or 20 per cent. 

Senator Smoot. Under the Hx)use provision ? 

Mr. Brion. Yes, sir. 

Senator Smoot. Not under the proposed provision here ? 

Mr. Brion. I don't know, sir. I would like to point out to you 
the question of valuation. I don't know how it is going to work; . 
it is quite a puzzle to me. Take cutlery. There are 3,000 or 4,000 
different shapes and qualities of knives, and of the files we import 
there are 1,300 shapes, sizes, and finishes. 

Senator Smoot. Each one to-day would not be any less under 
American valuation, nor any more. 

Mr. Brion. There are so many of those different shapes and quali- 
ties that it is going to be very diMcult. It is going to delay importa- 
tions imtil vou ffive us the figures. No import'Cr can import them 
without he nas that information. It is absolutely necessary to have 
those figures. 

Senator Smoot. They will be ready before this bill passes. 

Mr. Brion. I have my doubts about that. 

BBXBF OF ADOLPH E. BBIOH, RBPRBSBlTTUra PSTER A. FBA8SE Sc CO., NBW 

YORK CITY. 

BALL BBARINQ8. 

This company believes that the proposed rate of duty of 10 cents per pound and 35 
per cent ad valorem on antifriction balls and rollers is ample protection to the Ameri- 
can industry. 

It is our desire to protest most strongly, however, upon the application of this duty 
on an American valuation basis, because — 

(1) Many bureaus of enormous proportions will be necessary and operated at the 
Government's expense, to enable importers to calculate their business prospects. 
Such bureaus will incidentally prove a very ready means of ascertaining costs of any 
material whatsoever and individuals or corporations can consequently gather such 
data on the pretext of importing. Also the bureaus must be maintained even if 
imports are negli^ble. 

(2) The unstability of such a cost basis makes it impossible to import material and 
fulfill a contract specification. 

(3) There are aoout 28 domestic manufacturers of finished bearings and 5 of these 
make their own baUs for their finished product. There are 7 manuiacturers of steel 
balls and one of them practically monopolizes the entire market, as the production 
of the remainder is either inadequate or not of the extreme accuracy and high quality 
essential to the application of antifriction bearings. 
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(4) It will be practically impossible to secure an actual cost, and even more so for 
the Government to maintain costs as there is no control unless the Government estab- 
liahee investigating bureaus for this purpose, with the resultant increase in expense. 

(5) Owing to the small number oi steel ball manufacturers (see par. 3) an invisible 
combine seems certain and costs arranged accordingly. Add to such a fugitive cost 
the proposed duty of 10 cents per poimd and 35 per cent ad valorem, the importing 
of steel balls is quite impossible. Consequently a decrease in revenue results and 
incidentally a substantial loss to the importers who have extensively advertised 
and stocked their particular product. 

(6) Such a combine is indicated inasmuch as all domestic price lists are identical 
and furthermore the present list was adopted (\mte recently. 

(7) At the recent hearings before the Committee on Ways and Means the steel ball 
manufacturers petitioned a selling expense of "not less than 25 per cent and a profit 
of not less than 10 per cent. " On investigation it is our belief that the intention was 
to reverse these figures, making them to read a selling expense <^ "not less than 10 
per cent" and a profit of "not less than 25 per cent. " We believe that this is quite 
exorbitant and proves our contention that increased prices to the users are inevitable 
on such a valuation basis, such increases continuing indefinitely. 

(8) Importing steel balls under the existing laws at a duty lof 35 per cent is accom- 
plished by figunng a fair average profit over sizes one-sixteenth inch to 1 inch diameter 
as some steel ball sizes cost more than the selling prices of domestic manufacturers. 
Furthermore fluctuations in foreign exchange is the importers' risk, as slight differ- 
ences in foreign exchange alter the conditions materially. Any perceptible increase 
in exchange will make the sale of imported steel balls exceptionally difficult, and the 
greater the increase the more difficult the sale, as better quality is applicable only 
up to a certain limit. Where the foreign exchange decreases in value, the manufac- 
turing costs increase, resulting in increased prices to the importer. This, of course, 
is due to the decreased purchasing value of the declining currency. . 

SPROCKET CHAINS. 

This company believes that the proposed rate of duty of 30 per cent ad valorem on 
flpocket and machine chains of iron or steel and parts thereof is excessive, and that 
the duty of 25 per cent on chain and 20 per cent on parts at present in force is ample 
protection to the American industry, because — 

(1) The chains w& import have a higher cost in the country of origin than domestic 
fiellingprice. 

(2) Examples: 

f-inch pitch by |-inch wide, roller chain; foreign cost, $0.65 per foot, 
f-inch pitch by j-inch wide, roller chain; domestic sale, $0.56 per foot. 
1-inch pitch by iViiich wide, block chain; foreign cost, $0.36 per foot. 
1-inch pitch by ^inch wide, block chain; domestic sale, $0.^ per foot. 
Hnch pitch by 1-inch wide, silent chain; foreign cost, $2.10 per foot, 
i-inch pitch by 1-inch wide, silent chain; domestic sale, ^1 per foot. 

(3) Cost can not be based on American valuation, as there are no domestic chains 
made nor will domestic manufacturers make a chain of comparable accuracy and 
quality. 

(4) If valuation is made on American basis, the Government will lose in revenue 
accordingly. 

(5) In view of the much higher cost of machine sprocket chains and parts imported, 
any increase in tariff is unwarranted and will curtail the importation of these quality 
chains, thereby reducing the Government revenue and depriving the country of a 
crying need for quality chains for various transmission purposes. 

BALL BEARINGS, ROLLER BEARINGS, AND STEEL BALLS. 

[Paragraph 321.] 

BEIEF OF B. C. HcCTJLLOCH, BEPBBSEKTING THB BALL BBAB- 
ING, BOLLBB BEABING, AND STEEL BALL MAKXJFACTXTBBBS. 

The undersigned manufactiu*ers of ball bearings, roller bearings, and stoel balls 
respectfully call the attention of the committee to paragraph 321, page 51, of 
H. R. 7456 (tariff bill as passed by the House), now pending before your conmuttee, 
which is as follows: 

"Pah. 321. Antifriction balls and rollers, metal balls and rollers commonly used in 
hall or roller beajrings. metal ball or roller bearings, and parts thereof, whether finished 
or unfinished, fnr whatever use intended, 10 cents per pound and 35 per cent ad 
valorem." 
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ThiB paragraph changes the tariff provision covering antifriction bearing and partff 
thereof as it appeared in the Underwood Act of 1913, which is as follows: 

" Pak. 106. iron or steel anchors or parts thereof; forgings of iron or steel, or of com- 
bined iron and steel, but not machinea, tooled, or otherwise advanced in condition by 
any process, not specially provided for in this section, 12 per cent ad valorem; anti- 
friction balls, baU bearings, and roller beaiings. of iron or steel or other metal, finished 
or unfinished, and parts thereof, 35 per cent aa valorem.'' 

The new bill, as prepared by the House, changes the act of 1913 in the following 
particulars: 

First. By putting antifriction bearings and parts thereof in a paragraph by them' 
selves. 

Second. By increasing the ad valorem rate of duty. 

Third. By the assessment of a specific duty of 10 cents per pound in addition to the 
ad valorem rate. 

The paragraph in the House bill was drafted after a full hearing by the Ways and 
Means Committee and a very careful consideration of the whole subject matter of 
duties and the dumping and undervaluation of bearings which had taken place under 
the act of 1913. 

In support of the first change we submit that antifriction ball bearings and parts 
thereof are of the highest type of metal products. These bearings have been imported 
from several countries and in very large quantities. To avoid confusion in the com- 
pilation of import statistical data, essential in determining foreign competitive con- 
ditions, bearings and partis should be placed in a separate para^^raph ana not be com- 
bined in a paragraph with iron or steel anchors and rough foigmgs to which they are 
in no way related. Furthermore, a separate paragraph lor bearings was made neces- 
sary in order that proper descriptive phrases might be written into the paragraph. 

In support of ike second change wnich carries a change in the ad valorem rate, we 
state that antifriction bearing can be imported under the rates of the House bill and 
sold to American consumers m competition with those produced by manufacturers in 
the United States. It has been demonstrated by a comparison between the amounts 
of duties collected on imports under the act of 1909, at tne rate of 45 per cent, and the 
duties collected on imports during the first year of the operation of tne act of 1913, at 
the rate of 35 per cent, that more revenue was coUectea under the higher rate. We 
are of the opinion that importations will continue in Iwge volume and that more 
revenue will be collected under the rates of the House bill than would be collected 
under a lower rate of duty. 

The third proposed chajige consists of the addition of a specific duty of 10 cents per 
pound to be compounded with the ad valorem rate 6f 35 per cent. Tnis provision for 
a specific dut^ is necessary to compensate, in a measure, for the superior advantage 
which the foreign producers have in obtaining steel from which imported ball bearings 
and balls are made. The steel used in making ball bearings is of very superior quality. 
In its preparation the verjr highest priced alloys are used to give the material hardness 
and weanng quality. Tms steel must be purchased either in the American market or 
imported, and when imported, a very suostantial steel duty is imposed with addi- 
tional duties if the steel contains alloys. The foreign producer has a distinct advan- 
tage over the American producer in the price he pays for his bdeh-grade steel used in 
making bearings. The Ways and Means Committee of the House, after a careful 
study of this question, fixed the specific duty at 10 cents per pound. This is not 
excessive and should be allowed to remain in the bill in adoition to the ad valorem 
rate therein fixed by the House. There is another and further reason for incorporating 
the specific duty of 10 cents per pound. Under the Underwood Act the foreign pro- 
ducers shipped to this country a large quantity of partly worked up material, such as 
unfinished bearing, balls, races, and other parts to be assemble in this country. 
Such parta of bearings are not sold either in the foreign markets or in the markets of 
the United States in the condition as imported, and it therefore became impossible to 
ascertain the value of these uncompleted articles. Investigations abr^td disclosed 
heavy undervaluations, in some instances as high as 100 per cent in the case of finished 
bearings, but the appraisers and general appraisers found it impossible to fix the value 
of the unassembled parts because they were not sold in that condition here or abroad. 
A specific duty of 10 cents per pound, in addition to the ad valorem rate, will tend to 
check the shipment of unassembled parts to this country and tend to prevent the 
evasion of the ad valorem duties on parts of bearings. Of course the importer should 
not be denied the right to import his bearings in the knockdown condition and assemble 
them here, but the Congre'js should prevent him from obtaining an unfair advantage 
of the Government and domestic manufacturers. The specific-duty provision will, 
in our judgment, aaaist in preventing the evasion of some of the duties imposed by the 
law. 
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NATURB AND BXTBNT OP DOMESTIC INDUSTRY. 

The ball and roller bearing industry in the United States has become an important 
one. The bearings are used wherever it is desired to reduce mechanical friction to 
a minimum. These bearings are produced from high-grade steel specially manufac- 
tured and temoerei. Great precision is required in grinding the balls and in forming 
and grinding the races in which they are confined. 

In the manufacture of antifriction bearings a large investment of capital in plants 
and machinery is required, but the fact that machinery is largely employed does not, 
as in some industries, reduce the number of workmen, as it is necessary that these 
machines shall be manipulated by expert mechanics in order that the quality of product 
may be assured and undue waste of valuable material prevented. In the production 
of bearings 75 to 80 per cent of the cost of production is paid to labor. 

The manufacturing plants are located in eight States. The average rate of pay for 
workmen is about $5 per day. In countries in which competing factories are located , 
the average rate is from one-quarter to one-half of that paid to American workmen. 

FOREIGN COMPETrnON. 

• 

At the present time representatives of foreign producers are offering bearings and 
steel balls in the United States at prices with which domestic manufacturers can not 
compete. 

Ball and roller bearings, foreign and domestic, are standardized as to size and 
load-carrying capacity, and foreign bearings can be interchanged with and supplant 
domestic bearings. For many purposes roller bearings and ball bearings can be inter- 
chai^^, so that foreign bearings come into direct competition with all kinds of anti- 
friction bearings manufactured in the United States. Large factories making bear- 
ings for export to the United States are located in Germany, Italy, United Kingdom, 
Belgium, Sweden, France, Switzerland, and Austria-Hungary. 

In the past imported bearings have been "dumped " into the United States, to the 
injury of the domestic indiist^. For example, an automobile manufacturing com- 
pany, operating in one of the low cost of production countries of continental EurOT)e 
established a ball-bearing factory in a near-by town to supply its requirements. The 
bearing factory was or^nized to produce large quantities of bearings in order to get 
the maximum economies in production. There was a surplus over and above that 
required for the company's own automobiles and that surplus was dumped into the 
United States. These importations ceased during the war, but will^ in all probability, 
be resumed. Bearings from another European country, arriving m large quantities 
prior to 1915, were undervalued. Some advances in values were made by custom* 
authorities, and the whole line of merchandise was undergoing a value investigation 
at the time importations were stopped by the war. 

Importations to the United States from one neutral country in Europe trebled in 
value during the war. Investigations by our customs oflScers into the correctness of 
invoice v^ues were resisted by the importers, but evidence was finally obtained 
sufficient to warrant the Board of Genoril Appraisers in advancing the value of fin- 
ished bearings about 100 per cent. These importations exceeded (on the importer's 
own valuation) 11,000,000 per year. This firm also imported many parts of bearings 
upon which no evidence of the foreign market value was obtained, and in the decision 
of the general appraisers above referred to parts of bearings were allowed entry into 
the United States at th9 importer's own value. In support of the above statements 
as to undervaluation, reference is made to the published decisions covering reap- 
praisements Nos. 29103-29107: also reappraisement decisions of the general appraisers 
dated March 21, 1919, reappraisement No. 29244. 

These dumping operations and undervaluations have not only deprived the Gov- 
ernment of revenue and the domestic industry of a part of its protection, but they 
have operated to distort the statistical data from whicn the Congress forms its opinion 
of competitive conditions. The values of foreign imports are computed from the 
values stated in customs invoices. If these invoices contain undervaluations tho 
amount of importations, for statistical purposes, is reduced below the true amount. 

BXPORT8 OF DOHBSnC-PRODUOED BBARINOS. 

There have been no exports of metal bearings for the reason that the American 
manufacturer can not compete abroad with foreign producers. The American manu- 
facturer is also handicapped in disposing of his bearings for use in machines for export, 
for the reason that if the imported bearing are used in such cases, customs dutiea 
pud on the imported bearings are refunded to the manufacturer of the exported 
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machine in the fonn of drawbacks, so that when a domestic manufacturer of machines 
f 01^ export receives proposals to furnish bearings to be incorporated therein, he can 
accept the proposal of the foreign producer with the assurance that the duties paid 
on the bearmgs will be refunded as drawbacks when the machines containing such 
bearings are exported from the United States. 

(Representing Fafnir Bearing Co., New Britain, Conn.; Gumey Ball Bearings Co., 
Jamestown, N. Y.; Hoover Steel Ball Co., Ann Arbor, Mich.; Hyatt Roller Bearing Co., 
Newark, N. J.; New Departure Manufactiuing Co., Bristol, Conn.; Timken Roller 
Bearing Co., Canton, Ohio; U. S. Ball Bearing Manufactiuing Co., Chicago, 111.; 
De Witt Page, chairman, care New Departure Manufacturing Co., Bristol, Conn.) 

AFTILS. 

[Paragraph 325.] 

STATEHENT OF CAHPBBLL H. VOOBHEES, COLTJHBXJS, OHIO. 

Senator Smoot. You may give your full namg to the committee. 

Mr. VooRHEES. My name is Campbell M. Voorhees. 

Senator Smoot. What paragraph are you interested in. 

Mr. Voorhees. Paragraph 325. 

Senator Smoot. That has relation to anvils ? 

Mr. Voorhees. Yes, sir. 

Senator Smoot. Do I understand you speak for a number of manu- 
facturers ? 

Mr. Voorhees. At the suggestion of the chairman of the com- 
mittee, I represent all the manufacturers who are at present in the 
city, consistmg of Fisher & Norris, of Trenton, N. J.; Hay-Badden 
Manufacturing Co., of Brooklyn, N. Y.; Consolidated Iron & Steel 
Manufacturing Co., of Cleveland, Ohio; Columbus Forge & Iron Co., 
of Coliunbus, Ohio; and Columbus Anvil & Forging Co., of Columbus, 
Ohio. I am directly connected with the Columbus Anvil & Forging 
Co., of Columbus, Ohio. 

This is known as paragraph 325 of the present tariff bill under con- 
sideration, and commonly known as the anvil schedule, inasmuch as 
the paragraph treats of anvils of all kinds and all manufactures. 

Tne present bill provides for If cents per pound. The Payne- 
Aldrich bill, as you will recall, provided for If cents per pound; the 
Dingley bill provided for If cents per pound; the Wilson bnl provided 
for 1} cents per pound; the McKinley bill provided for 2^ cents per 
pound. I am relying on my recollection and also memoranda from 
others. 

Senator McLean. What does the Underwood bill provide? 

Mr. Voorhees. The Underwood bill provides 15 per cent ad 
valorem. 

The five companies that I named during the war produced all the 
anvils required dv the Government, as well as by the various indus- 
tries of the Unitea States. There were practically no anvils imported 
during the war. At the request of the Government departments, 
all of these companies that I have mentioned increased their ca- 
pacity. I am speaking now of the anvil industry. Some of these 
companies produce other things, and some of them produce anvils 
exclusively, but all of them increased their anvil production. So 
that now they are capable of producing at least 200 per cent more 
than the requirements of this country. 

It is not necessary, therefore, to import any anvils into this country, 
because for every anvil that is imported here we produce one of lite 
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manufacture. Understand, the E^lish produce a wrought anvil; 
Sweden produces a cast-steel anvil: (Jarmany produces a combination 
of cast steel and wrought iron. We produce in this country all those 
makes of anvils, and me anvils from Sweden are now in most active 
competition. 

I do not wish to burden this committee with statistics, because 
what I have were furnished by the Department of Commerce, but 
just to give you a little illustration of wnat the condition was at the 
b^inning of the war, let me cite the report made by the Department 
of Commerce as to the nimiber of anvils — I am now speaking of them 
by the pound — that were entered at the port of New Orleans. The 
Swedish anvils come in at the port of New Orleans. They come in as 
ballast. The freight is very nominal. Upon investigation and com- 
parison of actual statistics we foimd that anvils are coming from 
Stockholm, Sweden, to New Orleans for less than the freight from New 
York to New Orleans. At that time they were coming m at 25 cents 
a hundredweight, and my recollection oi the rate from New York is 
that it was something like 30 cents. 

Now, for the year 1914— these statistics were furnished by quarters, 
but it is not necessary to give the quarter, and I will just give the total 
—264,806 pounds were entered at New Orleans alone; and at that 
time the American manufacturers of anvils were prepared and had 
the equipment and all of that to furnish all the anvils this country 
required. 

Senator Smoot. What year was that ? 

Mr. VoBHEES. That was the year ending June 30, 1914, the fiscal 
year ending at that time, 264,806 pounds. 

Senator Smoot. The report I have here shows 727,502 pounds. 

Mr. VoRHEKS. Senator, I am speaking of New Orleans, one port 
alone. 

Senator Smoot. That is more than the whole. 

Mr. VoRHEES. No; I beg your pardon. Senator. 

Senator Smoot. It is from the record I have. 

Mr. VoRHBES. I have this from the Department of Commerce under 
date of October 6, 1916, giving the reports for 1914, 1915, and 1916. 
That is given by John Haan, of the Division of Statistics, 720,502 
pounds. That was for the fiscal year ending June 30, 1914. 

Senator Smoot. And 9,687 pounds for the year 1918? 

Mr. VoRHEES. I have that. Senator, but in another place. 

Senator McLean. What do you want ? 

Mr. Vorhees. I want to call attention to the fact of these importa- 
tions, and where they are entered. 

Now, San Francisco seems a long ways oflf from Stockholm, but 
Swedish anvils were delivered at the port of San Francisco, with prac- 
tically no freight, having come in as baJlast; and during the year that 
I speak of, according to the Government report, there were received 
at San Francisco 83,230 pounds, in competition with American 
manufacture. 

Senator Smoot. What are you asking for ? 

Mr. VoORHEES. Senator and members of the committee, we manu- 
facturers are of the opinion that we should have 2 cents a pound. 
We did not consider that If cents of the Payne- Aldrich bill really 
placed us in a position to meet the competition, and I think the figures 
will show that to be the fact, because there were imported into this 
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country in 1911, as shown by the Government reports, 1,310,863 
pounds. 

Senator McLean. I suppose the additional cost is accounted for 
by the cost of labor? 

Mr. VooRHEES. Yes; the diflference in labor, because labor goes to 
make up all the raw material, excepting the raw iron itself; but labor 
follows it all through. I can give you figures about what the cost 
of labor is now. It is about 50 per cent higher than it was at the 
beginning of the war. I am giving vou this as comparative figures. 
I have talked with mv fellow manufacturers and I nnd that it runs 
about 60 per cent higner than what it was at the beginning of the 
war. 

Freight rates. I can give you an illustration of that. I am not 
basing it so much on that, because I know in time it will be adjusted, 
but we in Columbus, Ohio, are paying for our coal — I mean our freight 
is costing us as much as our coal. Our Hocking coal is costing us 
from $1.25 to $1.40 a ton; the frei^t on it with the war tax is almost 
the same amount, $1.41, somethmg like that. The West Virginia 
coal costs us under contract $2.25 a ton, and Uie freight is $2.36. 
That is just a little item I am giving you. 

Now, we have prepared a statement, at the suggestion of the 
Tariflf Commission, and have answered every question that was 
submitted to us. We had no opportunity to be heard before the 
Ways and Means Committee. We had reauested to be notified, but 
we were not and found the hearings were closed, and this is the first 
opportunity we have been given to be heard under this biit. 

1 would be very glad to answer any questions any of the conmiittee 
desire to ask. 

Senator McLean. What is the equivalent ad valorem rate of 2 
cents a pound? 

Mr. V OORHEES. You mean on the American basis ? 

Senator McLean. Yes. 

Mr. Voobhees. Assuming average selling price of anvils at 10 
cents per pound, 2 cents per pound would equal 20 per cent ad 
valorem. 

Senator Smoot. What do you sell these anvils at ? 

Mr. VooRHEES. By the pound. 

Senator Smoot. I know that. 

Mr. VooRHEEs. The present price ? 

Senator Smoot. Yes; then we can tell. 

Mr. VooRHEES. Anvils are now selling at from 12 to 15 cents. 

Senator McLean. Then your rate is mgher than your ad valorem? 

Senator Smoot. 10. per cent would be equal to 2 cents. 

Senator McLean. You are better off now. 

Senator Smoot. Fifteen per cent ad valorem would be 3 cents. 
You are not asking nearly as much as the Underwood bill is giving 
you. Well, you would be on to-day's prices. 

Mr. VooRHEEs. Yes; it would on to-day's prices. 

Senator Smoot. Just about. 

Mr. VooRHEES. We are of the opinion that a specific duty is the 
only way to fix a tariff on anvils. 

U is not necessary for me to discuss the advantage to the Govern- 
ment in the way of revenue. 

Senator Smoot. No; that is all right. 



Digitized by 



Google 



METALS AND MANUFACTURES OF. 1829 

Senator McLean. On the ad valorem basis it would not be as high 
a rate; 2 cents specific would not be as high. 

Mr. VooRHEES. Two cents ? 

Senator McLean. Two cents a pound specific duty would not make 
a very high ad valorem rate. 

Mr. VooRHEES. No, sir. 

Senator Smoot. Although under the Underwood bill you have 15 
per cent ad valorem, with anvils selling at 20 cents. That is 3 cents 
a pound. They have been coming in m great quantities, have they 
not? 

Mr. VooRHEES. Do you mean since the war ? 

Senator.SMOOT. Yes. 

Mr. VooRHEES. We have no report yet for the fiscal year ending 
June 30, 1921, but we did have for the previous years. 

Senator Smoot. In 1 920 there was shipped in 275,805 pounds. That 
was at 15 per cent ad valorem. 

Mr. VooRHEEs. They were almost exclusively of Swedish manu- 
facture. 

BRIEF OF CAMPBSLL M. VOORHBXS, COLUMBUS* OHIO. 

We, as manufacturers of American anvils, respectfully present for the consider- 
ation of your committee the following facts: 

Paragraph 325 of H. R. 7456 provides that: "Anvils of iron or steel, or of iron and 
steel combined, by whatever process made, or in whatever stage of manufacture, 
I| cents per pouna." 

1. The varieties, grades, and characteristics of domestic and foreign anvils are as 
follows: 

Columbian Hardware Co., manufacturer of all steel, special analysis, one-piece 
anvil. 

Columbus Force & Iron Co., Columbus, Ohio, manufacturers of wrought steel 
anvils, made of three pieces, each part welded to the other. 

The Hay-Budden Manufacturing Co., Brooklyn, N. Y., forged base, forged top, 
welded in the middle. 

Fisher & Norris, of Trenton, N. J., manufacture an anvil with a cast-iron base, 
welded to a tool-steel face. 

Coliunbus Anvil & Fomng Co., Columbus, Ohio. Wrought iron, top welded to 
steel base, with tool-steel face. 

The German anvil is cast-iron base welded to a foiled body. 

2. The total investment of machinery and plant in the anvil industry is approxi- 
matdy $750,000 to $1,000,000. 

3. The raw materials used in domestic manufacture are as follows: Steel castings, 
iron billets, tool steel, pig iron, steel billets, coke, coal, and oil. 

4. The manufacture of anvils abroad is carried on very much in the same way as 
in the Unite<l States, with the exception that labor is paid on a very much lower scale 
for aU operations than in this country. 

5. Sweden, Belgium, Germany, England, and France are the source of foreign compe- 
tition. Their product is directly competitive, and is entirely due to lower costs of 
labor, lower freight rates from Stockholm, Sweden, to New Orleans, and San Fran- 
cisco, Calif. Labor and overhead in the cost of the anvil are 70 to 80 per cent of 
total cost. The material is 20 to 30 per cent. 

6. The foreign countries of largest production in their proper order are Sweden, 
England, Gennany, Belgium, and France. 

7. Domestic production is equal to 100 per cent of domestic consumption, while 
domestic capacity is about 200 to 300 per cent of domestic consumption. (See par. 

8. All manufacturers in this country are exporting in a limited way a small part of 
their anvil production. Export prices are the same as domestic. 

9. Domestic markets are blacksmiths, railroads, automotor manufacturers, machine 
■hops, fanners, contractors, the mining industry, the oil industry, and eiiipbuildinjg. 
The fordgn market is primarily in the Far East and South America, and Russia (in 
normal times). 
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10. Wholeaale prices from 1910 to 1919 are as follows (in cents per pound): 

1910 8 I 1915 14 

1911 8 I 1916 16 

1912 7i ; 1917 18 

1913 8 ! 1918 20 

1914 11 I 1919 20 

During 1920 the price remained 20 cents per pound. The average for 1921 is 15 
cents per pound. 

The average selling price over a period of years is 10 cents per pound and 15 per 
cent ad valorem on American valuation would, therefore, be IJ cents per pound. 

We ask for a specific duty of 2 cents per poimd, or considenng 10 cents per pound 
as the avera^ selling price, this would be 20 i)er cent ad valorem, American valuation. 

The Swedish anvil at the present time is being imported into this countr\' and prices 
are ranging about 12i cents per pound delivered to the interior of the XJnited States. 

11. At the beginning of the war the United States Army, particularly, and the Nav)r. 
to some extent, bought very large quantities of anvils, and virtually forced the anvil 
manufacturers to put in sufficient equipment to take care of their requirements, 
which we are very glad to say we did, at our own expense. The equipment was 
costly, and in our opinion it can be used on anvil prodiiction, provided we f:et the 
necessary protection from foreien competition, so that the market will not be subject 
to these importations, thereby limiting the possibilities of sales by us. 

Referring to United States Government statistics, we add in tnis connection that 
in 1894 the duty on anvils was 2} cents per pound specific, and the importations that 
year were 736,915 poimds; in 1895 the duty was reduced to If cents per pound, and the 
importations for that year and the succeeoing year amounted to over 1,000.000 pounds 
per year. In 1898 the rate of duty was increased to I) cents per pound and the impor- 
tations from 1898 to 1903 averaged anproximately 600,000 poimois per year. 

In 1907 the importations amountea to 709,749 pounds. In 1910 the rate of duty was 
reduced to If cents per pound, and the importations for the year ending June 30, 
1911, were 1,310,863 pounds. It is evident, from the forcing, that as the rate of 
duty increases and decreases the importations decrease and increase, respectively. 

The actual normal aomestic proauction, in our opinion, is approximately 4,500,^ 
000 pounds per year; of value of $450,000 at 10 cents per poimd. 

There are employed in the anvil industry 300 men per year of 300 days each, which, 
if paid $3 per day per man, would total wages of $270,000 per year. Of course, this is 
the labor employed in the manufacture ofanvils after producing the raw materials. 

ImparUUioni, fiscal years ending June S(^ — 

1912 (895,908 pounds) $45,341 

1913 (969,427 pounds) 51,289 

1914 (IJ cents per pound specific. 168,286 pounds, $8,423 duty; 15 per cent 

ad valorem duty, 559,216 pounds) 32, 915 

1915 (340,678 pounds) 20,391 

1916 (226,895 pounds) 13,298 

1917 (187,680 pounds) 12,815 

1918 (20,544 pounds) 2,107 

1919 (21,019 pounds) 3,043 

We feel that we are justified in our request that the duty be made 2 cents per 
pound specific. 

ntOH OB STEEL CHAINS. 

[Paragraph 329.] 

8TATE1CENT OF DAVID 8. DAY, BBIDGEPOBT, CONN., BBPBEBENT- 
ING CHAIN MANTJFACTTJBINa COMPANIES. 

Mr. Day. I appear for eight of the cham manufacturing companies 
of the country: American Chain Co. (Inc.), Bridgeport, Conn.; 
Bradlee & Co., Philadelphia, Pa.; Bridgeport Chain Co., Bridgeport, 
Conn.; J. B. Carr & Co., Philadelphia, Pa.; Chain Products Co., 
Cleveland, Ohio; Cleveland Chain & Manufacturing Co., Cleveland, 
Ohio; Colmnbus McKinnon Chain Co., Columbus, Omo; Seattle Chain 
Co., Seattle, Wash.; S. G. Taylor Co., Chicago, 111.; United States 
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Chain & Foreing Co., Pittsbui^h, Pa.; Woodhouse Chain Works, 
Trenton, N. JT 

These were the only companies which appeared before the Ways 
and Means Committee of the House, and there was no appearance, 
so far as I was able to find, for the importers of chains. 

Senator Smoot. Are you an importJgr? 

Mr. Day. We are manufacturers. 

Senator McLean. In what paragraph of the bill are you interested ? 

Mr. Day. Paragraph 329. The tariff on chains as prescribed by 
all of the bills from 1890 to 1913, excepting the acts of 1894 and 
1913, gave specific duties and also gave a minimum ad valorem duty 
of 45 per cent. 

In the request before the Ways and Means Conmiittee specific 
duties were requested, coupled with the minimum ad valorem duty. 

In the House bill specific duties were granted, but there is no 
minimum ad valorem auty; and the only request which we have to 
make of this conmiittee is that there should be some minimum ad 
valorem duty. 

The reason is this: In chain less than five-sixteenths of an inch 
in diameter, as it goes down to the very smallest sizes, the question 
of weight is out of all proportion to the value of the product. 

Here [exhibiting] is the smallest size of chain made. It is 0.02 
of an inch in diameter, and 12 yards of that chain weighs just 2 
ounces. At 4 cents, which is the minimum rate, that chain will 
pay a duty of one-half a cent, while the selling price is 19 cents. 

Therefore, on the smaller size of chain the bill gives neither revenue 
nor protection, for the reason that it is necessary, in order to give 
adequate protection, that there should be a minimum ad valorem 
rate. It can not be expected that the minimum ad valorem rate will 
give in the smaller sizes as complete protection as does the specific 
rate in the sizes of chain where tne duty can properly be determined 
by weight alone, because as it goes into the larger sizes an ad valorem 
rate, which would give complete protection in the smaller sizes, 
would be out of all proportion to the specific rate fixed by the bill. 

In working this out I have asked for 25 per cent, which I think 
a fair rate. It does not give the same protection in the great majority 
of sizes as does the 4 cent rate, and m some of the larger sizes it is 
slightly in excess. But the larger sizes are not imported in competi- 
tion with the American chain. All the competition is around the 
chain which is less than five-sixteenths of an inch in diameter. 

Senator Smoot. The House gave you higher rate's than the Payne- 
AldrichbiU? . 

Mr. Day. Yes, sir; the House gave us higher specific rates. 

Senator Smoot. I notice that under the Underwood bill you had 
no imports at all, but you are exporting this very chain 

Mr. Day. That is true. The American manufacturers are ex- 
porting, and under the Underwood bill the first year before the 
war the imports almost doubled on chain, as I recall. I think it 
went from 650,000 to 1,100,000. Then the war came on and the 
imports on chain decreased under war conditions. At the present 
time, although I have not been able to get the figiires, they are 
increasing very fast, and in the smaller sizes of chain, where the 
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percentage of labor is the greatest, the importers of foreign chains 
are underquoting American manufacturers to a very large degree — 
something like 40 per cent. 

In the bill as it was passed by the House there is this provision: 

Chain and chains o! all kinds, o! iron or steel, not specially provided for, 25 per 
cent ad valorem. 

That is surplusage, because there are no unclassified chains. 
All chains are classified by their diameter and fall into one of the 
specific classes. But I thmk it indicates the decision of the House 
tnat 25 per cent was a fair ad valorem rate; and the only change 
.that we are asking for is that that clause be taken out and that 
there be substituted therefor the followimg clause: 

But no chain or chains of any description, except anchor and stud link chain, shall 
pay a lesser duty than 25 per cent ad valorem. 

Of course, the proper minimum ad valorem duty is a technical 
question, and it is a question that the experts on the committee can 
advise you upon a great deal better than I can. I am perfectly willing 
to leave to the decision of the experts the fairness of the 25 per cent 
rate to cover smaller sizes of chams. 

Senator McLean. Would you like to leave a brief with the com- 
mittee? 

Mr. Day. Yes, I would, Senator McLean, but I would like to 
change it somewhat. 

Senator McLean. You may do that and file it with the com- 
mittee. 

BRIEF OF DAVID 8. DAY. BEPRESENTING CHAIN MAinrFACTirBIirO COMPAVISS. 

This hrief relating to the tariff on chain^ paragraph 329, Schedule 3, of the tariff 
bill passed by the House of Representatives, is nled on behalf of the following 
manufacturers: American Chain Co. (Inc.). Bridgeport, Conn.; Bradlee & Co., 
Philadelphia, Pa.; Bridgeport Chain Co., Bridgeport, Conn.; J. B. Carr & Co., Phila- 
delphia, ra. ; Chain Products Co., Cleveland, Ohio; Cleveland Chain & Manufacturing 
Co., Cleveland, Ohio: Columbus McKinnon Chain Co., Columbus, Ohio; Seattle 
Chain Co., Seattle, Wash.; S. G. Taylor Co., Chicago, III.; United States Chain & 
Forging Co., Pittsburgh, Pa.; Woodhouse Chain Works, Trenton, N. J. 

A brief on behalf of the manufacturers represented in this brief was filed with the 
Ways and Means Committee of the House of Representatives, which brief, inasmuch 
as it was not a part of the record hearings, is refiled as a supplement to ^is brief. As 
the fundamental questions relating to the protection to oe afforded to the chain 
industry are discussed in the brief nled before the Ways and Means Committee, this 
brief will be confined to the discussion of a suffiested modification in the phraseology 
of section 329 by the addition of a minimum ad valorem duty of 25per cent applying 
to all classes of chain except anchor chain. Section 329 of the House bill reads as 
follows: 

"Chain and chains of all kinds, made of iron or steel, not less than three-fourths of 
one inch in diameter, 1 cent per pound; less than three-fourths and not less than three- 
eighths of one inch in diameter, 1} cents per pound; less than three-eightiis and not 
less than five-sixteenths of one inch in diameter, 21 cents per pound; less than five- 
sixteenths of one inch in diameter, 4 cents per pound; chain and chains of all kinds, 
of iron or steel, not specially provided for, 25 per centum ad valorem; sprocket and 
machine chains, of iron or steel, and parts thereof, 30 per centum ad valorem* anchor 
or stud link chain, two inches or more in diameter, li cents per pound; less than two 
inches in diameter, 2 cents per pound: Provided^ That all articles manufactured 
wholly or in chief value of chain slmll not pay a lower rate of duty than that imposed 
upon the chain of which it is made, or of which chain is the component material of 
chief value.** 
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The dutiee applying to chain under preceding tariff acts had been as follows: 
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and sprocket 
and 20 on 
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1 Three-eighths to five-sixteenths inch. 

It will be noted that each of the tariff acts from 1890 to 1913, inclusive, excepting 
the acts of 1894 and 1913, prescribed specific duties with a minimum ad valorem duty 
of 45 per cent. The act of 1894 prescribed an ad valorem duty of 30 per cent and the 
acts of 1913 prescribed an ad valorem duty of 25 per cent on machine and sprocket 
chain and an ad valorem duty of 20 per cent on other chain without specific duties in 
either case. Section 329 of the House /bill prescribes specific duties without any 
minimum ad valorem duty. The specific duties prescribed in the House bill while 
considerably lees than the amounts requested by the industry, afford protection, at 
least, against ruinous competition if supplemented by a reasonable ad valorem duty 
and no request is made for their alteration. 

In classes of chain where weight of material is fairly proportiomed to the cost of 
manufacture, the specific duties nirnish an adequate method of determining the tariff. 
In case of classes of chain where, by reason of the lightness of the material, or the 
elaborateness of construction, weight of material is comparatively small as compared 
with the cost of production, the rates prescribed by para^ph 329 are inadequate from 
the standpoint of either protection or revenue. A tvpical case is the type of chain 
known as weldless chain, constructed of steel wire and in the smaller size of whidi the 
duty at a flat rate of 4 cents per pound decreases out of all proportion to the intrinsic 
cost and value of the product. This fact can be demonstrated by taking a number of 
sizes of single jack diain, a form of weldless chain in common use and comparing the 
rate of duty with the price of the chain. 



Diameter of chain. 


Weight per 
dozen yards. 


Net 
selling 
price. 


Duty at 
4 cents 

per 
pound. 


0.091 inch 


2 pounds 4| ounces 
9 J ounces 


$a285 
.228 
.214 
.19 
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ia081 


0X62 inch 


.045 


0.047 inch 


.025 


0.032 inch 




.011 


^■023 inch 


2 ounces , r r -, ^ 


.005 











In chain of diameter of 0.091 inch the percentage of duty to selling price is ap 
proximately 27 per cent^ while in chain 0.023 inch in diameter the percentage of 
dutv is 2.6 per cent. Without a minimum ad valorem duty, therefore, chain falling 
witnin the smaller classes pays an insignificant duty, less in amount even than the 
present 20 per cent ad valorem duty of the 1913 act. In the discussion before the 
ways and Means Committee of the House comparatively little consideration was given 
to the ad valorem duty, because any ad valorem duty based on foreign valuations 
and adequate under present conditions would be prohibitive under normal conditions, 
and any ad valorem duty adequate against German exporters, who are the chief 
competitors of the American manufacturers, would be prohibitive against all other 
countries. 

In section 329 of the House bill there is a provision, however, that chain and chfon 
of all kinds of iron or steel, not especially provided for, shall pay a duty of 25 per 
cant ad valorem. As every type of chain faUs within the general classificatioil by 
sizes, this providon is surplusage. It evidences the intention, however, of the House 
to prescribe 25 per cent as the fair basis of general ad valorem duty. An ad valorem 
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duty of this amount based on American valuation will not exceed the ad valorem duty 
of 40 per cent on forei^ valuations under normal conditions prescribed in previous 
tsntb, and the request is made that a minimum ad valorem duty of 25 per cent be 
prescribed on all classes of chain except anchor chain. It is impossible, of course, 
to estoblish any minimiim ad valorem rate of duty which will in all cases coordinate 
with the specific duties, even where adequate protection can be afforded under 
the specific duties. In the larger sizes of chain an ad valorem duty of 25 per cent will 
under present market conditions slightly exceed the specific duties imposed by the 
bill. The amount of chain in excess of five-sixteenths of an inch in oiameter, im- 
ported into this country, as compared with the amount of chain under five-sixteenths 
of an inch in diameter has been very small, and the direct competition between the 
domestic and foreign producer has been largely confined to chain under five-sixteenths 
of an inch in diameter. In the various classes of chain less than five-sixteenths of an 
inch in diameter a duty of 25 per cent will not in any case exceed the specific duty 
of 4 cents per pound except in the case of chains of very small diameter and corre- 
spondingly small weight, where, for the reasons stated above, the duty clearly should 
be in excess of the amount prescribed by the specific rate. 

With reeard to the ad valorem duty of 30 per cent on sprocket and machine chains, 
prescribed by the House bill, none of the manufacturers represented in this brief 
are manu^turers of these types of chain. In the proposed amendmemt of sectioD 
329 the phraseology of the House bill with respect to these types of chain is simply 
restated. 

Anchor chain, which is specially excepted ^m the minimum ad valorem duty, 
is a form of chain manufactured in part by machine and in part by hand process. 
The duties op. this type of chain prescribed by the House bill are based on compara- 
tive costs of production in America and England, which is the only competing country 
in this class of chain. Chain of this t3rpe fsdls within narrow limits as to sizes, and can 
be classified for specific duty without requiring a 8upi>lementary ad valorem rate. 

The recommendation is, therefore, made that section 329 oi the House bill be 
amended to read as follows: 

^^ Par. 329. Chain and chains of all kinds, made of iron or steel, not less than three- 
fourths of one inch in diameter, 1 cent per pound; less than three-fourths and not 
less than three-eighths of one inch in diameter, 1^ cents per pound; less than three- 
eighths and not less than five-sixteenths of one inch in diameter, 2^ cents per pound; 
lees than five-sixteenths of one inch in diameter, 4 cents per pound; sprocket and 
machine chains, of iron or steel, and parts thereof, 30 per centum ad valorem; anchor 
or stud link chain, two inches or more in diameter, 1^ cents per pound ; less than two 
inches in diameter, 2 cents per pound; but no chain or chains of any description, 
except anchor and stud link chain, shall pay a leaser duty than 25 per centum ad 
valorem: Provided^ That all articles manu&ctured wholly or in chief value of chain 
shall not pay a lower rate of duty than that imposed upon the chain of which it is 
made, or of which chain is the component material of chief value. '* 

Supplemental Brief. 

The manufacture of chain for the purpose of classification is segregated into two 
classes: 

Chain manufactured for ordinary commercial purpoees and running from sizes 
one-sixteenth of an inch in diameter to one and one-half inches in diameter ; and 

Anchor or stud link chain running from l^ inches in diameter to 3^ inches in 
diameter. 

The investment at the present time in the United States in the chain manuiacttiring 
industry and in articles fabricated from chain is estimated at $20,000,000, and the 
number of men employed in the industry as between 8,500 and 10,000. 

In consideration of the ^neral question of tariff protection, one factor must be 
given particular stress — which will be discussed hereafter more in detail — ^and that is 
that competition, actual and prospective, centers largely upon commercial chain 
less than five-sixteenths of an inch in diameter and on anchor chain. In chain leas 
than five-sixteenths of an inch the proportion of labor cost to material cost is hi£^, 
which proportion decreases with the increasing size of chain, except that in the 
manufacture of anchor chain the labor coat increases in proportion to the material 
cost on account of the fact that the process of manufacture is a combination of hand 
and machine work. The conditions governing competition between domestic and 
foreign chain in the case of commercial and anchor chain are so divergent, and the 
general questions of tariff policy so different, that the tariff on these two classes of 
chain will be discussed separately. 
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TARIFP ON COlfMEROIAL OHAIN. 

The amount of chain actually imported into this country for domestic use has 
always been limited. This was occasioned of coiuise in p^art by the protection afford- 
ed by the tariffs in force from 1883 to 1913, under which tariffs there were specific duties 
as well as ad valorem duties, except in the Wilson tariff of 1894, in which the tariff 
was fixed at an ad valor^n duty of 30 per cent. With the reduction of the ad valorem 
duty under the Underwood tariff, and the removal of the specific duties, there was 
in the fiist year in which this tariff was in effect an increase in the amount of im- 
portations from 650,102 poimds to 1,152,252 pounds. Under the war conditions the 
amount of chain imported after 1915 decreased to a nominal amount. Under the 
conditions created by the war, American manufacturers lareely increased their pro- 
duction to meet the requirements of the domestic trade and tne Government and were 
also enabled to increase appreciably the export business in chain. With the termina- 
tion of the war and the revival of manufacturing abroad, there is injected an entirely 
new factor into the situation. The direct competition is largely limited to chain 
five-sixteenths of an inch in diameter and lees, included in which are the sizes having 
the largest general use, and the sizes in which the labor component is proportionately 
the lai^est. The competition in tJiis class of chain is largely confined to Germany, 
and with that country — ^b^ reason of the depreciated currency — the differential be- 
tween American and foreign cost of jwroduction is the largest. Under the present 
tariff, with its low ad valorem rate 9f duty, the opportunity is open for the Gemuui 
manufacturer to force the American chain manufacturers from tneir dominant posi- 
tion in the world trade, and also, by dumping chain in the American market at low 
coet, to demoralize the manufacturing industry in America. 

And the first and most logical step to force the American manufacturer from its 
dominant position is to attack directly the American market where, by underselling 
the American manufacturers, their ability to compete in other countries can be cur- 
tailed, if not eliminated. That the German manufacturers have already commenced 
a policy of this kind is evidenced by a letter addressed to the trade generally by the 
Boker Cutlery A Hardware CJo. (Inc.), one of the largest chain and hardware importing 
houses in this country, which letter, with attached price lists and a statement of com- 
parative prices under this offer and the Quotations of the American Chain Co. then in 
force, are printed in the supplement of tnis brief. 

The Boker quotations show the ability of the German manufacturers to import chain 
into this country with the tariff paid under the price fixed by the American manu- 
facturer in a competitive market. How large or unrea£onable may be the profit dis- 
tributed between the importing house and the German manufacturer is, of course, 
impossible of determination. As to the actual comparative costs of manufacture in 
Germany and in America, there is no complete data. The only information which it 
has been possible to secure is the fact that German common laborers in chain factories 
were paid at the rate of 65 marks a day in Eecember of 1920, which is the equivalent 
of $1 at this rate of exchange, as compared with 46 cents an hour for an 8-hour day 
in America, or 13.68 a day. it can fairly be ateumed that the game disproportion 
exists in other classes of labor employed in the chain business. The ratio of German 
labor costs to American labor costs is therefore 27 per cent. The labor component 
in the cost of manufacture averages 35 per cent in the larger sizes to 60 per cent in the 
smaller sizes. Taking a common denominator of $1, the labor cost in America would 
average froih 35 to 60 cehts to a dollar of goods produced, while the corresponding labor 
cost in Germany would average from 9.4 cents to 12.5 cents. Except, therefore, in 
dassea of chain having the lowest labor component, the specific duty of 25 per cent for 
machine and sprocket diain and 20 per cent for other classes of chain will not cover 
the differential between German and American labor alone. As every component 
of cost abroad is lower than the corresponding cost in America, with one pospible 
exception — basic materials— the rates of duty imposed by the Underwood tariff are 
clearly inadequate from the standpoint of either revenue or protection. In order to 
secure the maximum of protection and revenue and to eliminate the inequality which 
exists by reason of the exchange situation in favor of Germany and other continental 
countries where the exchange is the lowest, epecilic duties should, of course, be resorted 
to in place of ad valorem duties when such a course is practicable. 

Chain is an article which permits of simple and easy classification for specific duties, 
as is evidenced by the tariff acts of 1883, 1890, 1897, and 1909. Under the 1909 acts, 
the ad valorem duty of 45 per cent exceeded in the majority of imports the specific 
duties imposed by the tariff, as is evidenced by the fact that out of the total imports 
from 1909 to 1913 in excess of 75 per cent of those imports were appraised for tariff 
purposes under the ad valorem of 45 per cent rather than under the specific duties. 
The largest proportion of the imports of chain during these years consisted of chain 
^ than five-sixteenths of an inch in diameter, as shown in the Tariff Information 
Survey prepared by the United States Tariff Commission. 
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In the case of an actual importation of three-sixteenth of an inch chain, which is 
the typical size of chain falling within the classification of chain less than five-six- 
teentlis of an inch, made in June of 1912, the invoice value per hundred feet was 13) 
marics and the weight per hundred feet was 32 pounds. The customs value of the 
mark at that time was 23.80 cents, which gives an invoice value of 3.21 cents per 
hundred feet. At the specific duty of 3 cents a pound, the duty assessed would have 
been 96 cents per hundred feet. In consequence, the duty was assessed at 45 per 
cent, or $1.44 per hundred feet, which is approximately 4} cents per pound. Inifl 
was the prevailing duty under the 1909 tann act for chain lees than five-sixteenths 
of an incn in diameter. As the manufacturing costs have increased in all classes of 
chain over 1909 costs, from a minimum of 50 per cent to a maximum of 100 per cent, 
the specific duties eq^uivalent to the 1909 specific duties should be increasea not lees 
than 50 per cent, which increase should be based in the case of chain less than five- 
sixteenths of an inch in diameter on 4} cents, the actual duty paid in 1909, rather than 
the 3-cent specific dut}r of that tariff. 

In the drafting of this article, attention is also called to the fact that chain is not 
imported alone in its crude form but imported already assembled in various articles 
of manufacture. Under the tariff act of 1909, there is a ruling that assembled sur- 
veyors' chains should be classified as chain, and possibly this interpretation would 
be applied to other articles. It is su^ested, however, that this point be directly 
covered by the phraseology of the section applying to chain generally. 

There is submitted the following recommendation as to the terms of this section: 

** Chain or chains of aU kinds made of iron. or steel, not lees than three-quarters of 
an inch in diameter, Ijt cents per pound; less thui three-quarters of an inch in diam- 
eter and not lees than three-ei^tbs of an inch in diameter, If cents per pound; lees 
than three-eights of an inch in diameter, and not less than five-sixteenths of an inch 
in diameter, 2f cents per pound; less than five-sixteenths of an inch in diameter, 
6} cents per pound; but no chain or chains of any description shall pay a lesser duty 
than 45 per cent ad valorem. 

''All articles manufactured whoUv or in chief value of chain shall not jpay a lees 
duty than that imposed upon the chain of which it is made, or of which it shall be 
the component thereof of cnief value." 

ANCHOR CHAIN 

In the manu^ture of anchor or stud-link chain, the sole competitors of the Ameri- 
can manufacturers have been the chain manufacturers of England, which hold a posi- 
tion of actual domination in this class of chain owing to the more extensive develop- 
ment of shipbuilding in that country. Prior to 1917 the capacity for producing 
anchor chain in this country was limited and confined entirely to a few manufacturers 
who produced this chain under exclusively handmade processes. The total produc- 
tive capacity of all plants in America up to the spring of 1917 was approximately 
10 suits of chain per week, which would represent a total manufacture in pounds of 
apnroximately 20,000^000 pounds a year. 

Owing to war conditions abroad and the impetus given the shipbuilding industry 
in America in consequence thereof, this capacity was fully absorbed in the fall of 
1916, for ships in process of buildinj^ for both American and foreign account. 

Upon the entry of United States into the war, and in conseij^uence of the large ship- 
building program of the Emergency Fleet Corporation, calling for over 1,000 ships 
within a comparatively short period of time, ail the manufacturers of anchor chain 
in the United Rtates were called to Washington to consider the possibility of pro- 
ducing a sufficient quantity of this material to provide for the shipbuilding program, 
and it was immediately apparent that some new and increased method of producing 
this material would have to be devised. The Navy Department had developed at 
the Boston Navy Yard a process of producing ship's anchor chain under steam and 
power hammer, and the American manufacturers agreed to develop this process from 
a commercial standpoint, with the result that during 1917 and 1918 large investments 
were made in equipment for this process which, together with the hand-labor process, 
met the requirements of the shipbuilding program to the extent of all but 15,000,000 
pounds imported by the Emergency Fleet Corporation. The actual figures for these 
imports are as follows: 



Calendar years. 



1918. 
1919. 
1920. 





Pounds. 


Value, 




5,595,583 

9,507,189 

877,488 


$553,613 




785 869 




64,503 
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All of thia chain came in free of duty under section 4, article J, subsection 5, of the 
tariff act of 1913, as material of foreign production necessary in the construction of 
vesBels. 

The English quotations on which chain was purchased by the Emergency Fleet. 
Corporation dunng 1919, and the comparative manufacturing costs in the plant of 
the American Chain Co. (Inc.), under practically the same relative conditions of 
labor and material in the two countries, and using the piost improved methods of 
manufacture which have been developed, were as follows: 



Size. 


English 

price at 

$4.86. 

$7.25 
7.02 
7.72 
7.90 
&00 


English 
price at $4. 


American factory 
cost. 


Ifinch 


$6.12 
5.96 
6.44 
6.57 
6.66 


$8.45 per 100 pounds. 


14nch 


$8.01 per 100 pounds. 


a-inch 




2i-lnch 


$7.97 per 100 pounds. 


S-inch 


$8.01 per 100 pounds. 







The English quotations given above are f. o. b. English ports. The ocean freight 
charges on anchor chain have always been and are to-day exceedingly low; the freight 
from liverpool to New York at the present time being quoted at approximately 35 
cents per hundred pounds, while the carload rate of freight from Columbus, Ohio, to 
New York is 48 cents per hundred pounds. 

The amount of the investment in the manufacture of anchor chain is approximately 
12,000,000, and the number of men employed is approximately 1, 500. The productive 
capacity of the American plants in 1920 is conservatively estimated at 100,000,000 
pounds a year, as comparecf with 20,000,000 pounds in 1917. 

At the present time, owing to the curtailment of the shipbuilding industry, the 
manufacture of ship's anchor chain is practically at a standstill, and the competition 
between American manufacturers to secure sufficient business to hold orgamzations 
together is so drastic that anchor chain is quoted in the American market at less than 
the "actual cost of manufacture, and less than the English quotations which have 
increased owing to temporary conditions in the chain industry in England. Iliis 
condition is one that can not continue to exist, and by reason of the dominant position 
of England in the manufacture of this chain, present depreciation in English exchange 
and tne normal difference in the cost of laoor, the American manufacture of anchor 
chain will in all probability be largely curtailed, if not altogether eliminated, unless 
some measure of protection can be ^ven to it. 

It is respectfully submitted that inasmuch as the development of anchor chain in 
this country was based upon the express requirementa of the United States Govern- 
ment during the war, the American manufacturers of anchor chain are entitled, as 
much as any other manufacturer, to tariff protection which will enable them to com- 
pete on a parity with foreign manufacturers. 

There is also involved a question of national policy which is entitled to grave con- 
aideration. Without doubt, in the normal development of the shipbuilding industry, 
the total chain requirements of this country can be supplied by English manufacturers, 
and possibly at a slightly lower cost than the equivalent chain can be manufactured 
and sold in this country, but if England is given control of the market for anchor 
chain, the value of American shipyards to the National Government in the case of 
an emergency under which foreign shipments are cut off is largely eliininated, because 
the production of ships can not advance at a faster rate than tHe manufacture of the 
anchor chain necessary for their equipment. 

Whatever added cost may be entailed by reason of tariff protection will not be a 
niaterial factor in the ultimate cost of ship construction, and is of less importance 
in any event than the possible elimination of an industry so essential to ship con- 
struction. The tariff differential to be adopted should be based on the normal dif- 
ference in cost of manufacture in America and in England. Actual manufacturing 
costs in England are not, of course, obtainable, but by deducting a reasonable profit , 
from the English quoted prices given above, and which were quoted under parallel 
conditions of manufacture existing at that time in this country and in England, give 
a fair approximation of the English manufacturing cost. It is conceded, of course, 
that in this particular type of chain only seconaary consideration need be given 
to revenue, and the protection should be the minimum allowance which will permit 
the American manufacturer to compete. 

Taking tliese facts into consideration, and allowing for a gradual return of exchange 
to normal, it is recommended that the tariff on anchor chain shall be fixed at 2 cents 
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a pound for chain 2 inches or more in diameter and 2) cents a pound on chain lees 

than 2 inches in diameter. 
This can be accomplished by amending section 4, article J, subsection 5, of the 

tariff act of 1913, by adding at the end of such section the words: 
'^Excepting therefrom anchor or stud link chain, which shall pay a duty as follows: 
' 'Anchor or stud link chain 2 inches or more in diameter, 2 cents per poimd, and 

less than 2 inches in diameter, 2i cents per pound.'* 
And by amending section 4, article J, subsection 7, by adding at the end tho^f: 
''Except anchor or stud link chain, which shall pay the duty prescribed in section 

6 of this article as amended." 



New York, November 7, 19t0. 

WlBBXJSCH & HlLOER (LtD.), 

New York City. 
Gentlemen: We are in a position to accept orders for high grade imported electric 
weld bright machine coil and halter chains for delivery about January 1, 1921, 
subject to prices specified on attached list. 

We shall also receive machine chain in sizes from 4/0 to 10/0 and coil chain in sizes 
4/0 to 6/0, but we are not as yet prepared to quote prices on these sizes. 

Our imported chain is not for its nardness and tensile strength and the quality is 
guaranteed. The size and ^uge of links conform to the American standard. 
We hope that we may again be favored with your orders. 
Yoiufl, very truly, 

BoKER Cutlery & Hardware Co. (Inc.), 
C. Heimick, Hardware Department. 



[Boker Cutlery & Hardware Co. (Inc.), Nov. 1, 1920.1 
QUOTATION ON IMPORTEP CHAIN. 

German electric weld machine chain twist linkj)er 100 feet: 4 and 5,|6; 3, |6.36; 
2, $6.55; 1, $6.85; 0, $7.10; 00, $7.80; 000, $8.45. Less 5 per cent on orders averaging 
1,000 feet of a size and over. 

German electric weld coil chain twist link, per 100 feet: 4 to 6, $3.45; 3, $3.55; 
2, $3.75; 1, $4.05; 0, $4.35; 00, $4.60; 000, $5. 

German electric weld coil chain straight link, per 100 feet: 1, $4.05; 0, $4.35; 
00, $4.60; 000, $5. Less 5 per cent on orders averaging 1,000 feet of a size and over. 

German electric weld halter chains, 4} feet, per dozen: 4 to 8, $2.25; 3, $2.30; 2, 
$2.45; 1, $2.70; 0, $2.90; 2/0, $3.30; 3/0, $3.70; 4/0, $4.20. 

German electric weld halter chains, 6 feet, per dozen: 4 to 6, $2.75; 3, $2.85; 
$2.90; 1, $3; 0, $3.60; 2/0, $4.05; 3/0, $4.60; 4/0, $5.20. Less 5 per cent on orders 
averaging 12 dozen of a size and over. F. o. b". New York. No freight allowance 

Comparison between quoted prices of Boker OiUlery dc Hardware Co. and the quoted prices 
of American Chain {Inc!) then in force, 

4i-F00T ELWEL HALTERS. 





Size. 


American 
t Chain 
(Inc.), net 
per dozen. 


Boker, net 
per dozen, 
including 
5 per cent ' 
quantity | 
discount, i 

$2.14 ' 
2.14 I 
2.14 ' 
2.19 
2.33 




Size. 


American 

Chain 
(Inc.), net 
per dozen. 


Boker, net 
per dozen. 
Including 
5 per cent 
quantity 
di?KHiunt. 


6 




, $2.97 


1 




$3.24 
3.38 
3.51 
3.78 
4.05 


$2.56 


6 




2.97 

1 2.97 

' 2.97 

3.11 


1/0.... 




2:78 


4 


2/Q 




3.U 


3 


3/0.... 




3.52 


2 


1 4A) 




3.9S 




1' 
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Comparison between quoted frices of Boker CtUlery dc Hardware Co. and the quoted 
prices of American Cnain {Inc,) then %n force — ContiBued. 



ELWBL MACHINE CHAIN-TWIST LINK. 



SiM. 



5 
4 
3 
2 



American 

Chain 
(Inc.), net 
per 100 feet, 



16.48 
6.48 
6.48 
6.48 



Boker, net 
per 100 feet. 



15.70 
5.70 
6.03 
6.22 



Size. 



I American 

Chain 
I (Inc.), net 
I per 100 feet 



1... 
1/0. 
SVO. 



16.48 
6.75 
7.02 
7.29 



Boker, net 
per 100 feet. 



16.51 
6.75 
7.41 
&03 



ELWEL COIL CHAIN— TWIST LINK. 



Size. 



« 
5 
4. 
3. 

2. 



American 

Chain 
(Inc.). net 
per 100 feet. 



Boker, net 
per 100 feet. 



$3.78 
3.78 I 
3.78 
3.78 
3.78 



13.27 
3.27 
3.27 
3.36 
3.56 



Size. 



1.. 

i 1/0. 

2/0. 



American 

Chain 
(Inc.), net 
per 100 feet. 



$4.05 
4.32 
4.50 
4.86 



Boker, net 
per 100 feet. 



13.85 
4.13 
4.37 
4.75 



CABD CLOTHIlSrG AISTD CABDING MACHnTES. 

[Paragraphs 337 and 393.] 

STATEMENT OF JOSEPH F. LOCEETT, BEPBESENTma LEIQH A 
BXJTLEB, BOSTON, MASS. 

The Chaibman. State vour occupation or business. 

Mr. LocKETT. I am a lawyer, with an office in Boston, Mass. 

The Chairman. Whom do you represent ? 

Mr. LocKETT. Leigh & Butler, ot Boston, who are importers of 
machinery and card clothing. 

The Chairman. Proceed. 

Mr. LocKETT. Mr. Chairman and gentlemen of the committee, I 
wish to direct your attention to paragraph 337 of the Fordney bill, 
which provides for a duty on card clothing, when manufactured with 
tempered or im tempered roimd iron or steel wire, etc., of 35 per cent 
ad valorem, based, of course, upon the American valuation. 

Under the Underwood law the rate, imder paragraph 124, was 35 
per cent ad valorem. Under the Payne-Aldricn law there was a duty 
of 45 cents per square foot, under paragraph 145, on the round tem- 
pered steel wire; and 55 cents per square foot when made from plated 
steel wire. 

We desire to go on record in favor of a protective tariff which will 
represent accurately, as far as can be estimated, the actual diflference 
between the cost oi production here and abroad. 

It is difficult, however, to analyze the rate of duty which the 
Fordney bill proposes, namely, 35 per cent, because the said rate of 
35 per cent, based on the American valuation, as I can show, is 
eamvalent to a rate of about 89 cents per square foot, or 100 per cent 
advance over the Payne-Aldrich rate of 45 cents per square foot. 

We did not appear before the Ways and Means Committee at the 
time this bill was imder consideration, because at that time it was 
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suggested in the press that the intention of the Ways and Means 
Committee was to approximate, so far as possible, the rates of duty 
in the Payne-AJdrich law. While 45 cents per square foot might be 
a satisfactory rate to-day under present conditions in estimating the 
landed costs oased upon the present value of the pound sterling, how- 
ever, as the exchange advances it will, of course, increase the landed 
cost to the importer with the result that 45 cents per square foot 
will be too high. 

We think card clothing is one commodity as to which, if the com- 
mittee and Congress desire to have a specific duty, it can be applied 
with accuracy. In fact, American manufacturers testified before the 
committee in 1913 and went on record in favor of a specific rate of 
duty. We favor it here to-day. We think if a specific duty is put 
on it will help the Govenmient officials in estimating the revenue, 
will lessen the likelihood of litigation, and will be better and fairer 
for all concerned. 

The fact is that the American valuation plan which this committee 

has voted to recommend involves a new prmciple this year which has 

• not been considered heretofore in other and previous tariflF revisions. 

For instance, if we take a unit of 272 square feet of this material — 
272 feet long and 2 inches wide of No. 120, so-called, the number 
indicating the number of points to the square foot — we find the 
American selling price for such a unit, based on to-day's American 
value, is $691.15. If you take $691.15 at the rate prescribed in the 
Fordney bill — namely, 35 per cent — the duty is $241.90, which, as 
I said a moment ago, is equivalent to about 89 cents per square foot. 

If you take the same American value of $691.15 at 18 per cent^ 
you get a duty of $124.40, divided by the total number of square 
feet in this illustration, namely, 272, is eauivalent to approximately 
45 cents per square foot. Therefore, we oelieve that if it is the de- 
sire and the intention of the committee and of Congress 

Senator Smoot (interposing). Please give the foreign valuations. 

Mr. LocKETT. Senator Smoot, I haven't the foreign valuation in 
pounds, but I have the foreign valuation reduced to dollars. 

Senator Smoot. I can reduce it to pounds. 

Mr. LocKETT. The foreign value of this article including freight 
and all charges except the duty, based upon a conversion of $4 to 
the pound sterling gives-— — 

Senator Smoot. It is $3.62. 

Mr. LocKETT. Well, I will take it at $3.70. I have it here. That 
gives $456.94. 

Senator Smoot. And the American valuation ? 

Mr. LocKETT. And the American valuation is $691.15. Before 
I proceed, Senator Smoot, are there any more figures you would like 
to have? 

Senator Smoot. That is, there is a 50 per cent difference ? 

Mr. LocKETT. Between these two amounts. 

Senator Smoot. In other words, 50 per cent is profit. 

Mr. Lookett. Not at all, because duty, profit and selling expenses 
are not mcluded in the $456.94. 

Senator Smoot. There is not much untempered steel made in the 
card clothing industry, is there ? 

Mr. LocKETT. No, sir. 
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Senator Smoot. I know I ceased to buy it long before I wont out 
of the business. 

Mr. LocKETT. Of course, Senator, you know what it is used for. 

Senator Smoot. Oh, yes. 

Mr. LocKBTT. It is used to card cotton and wool. The oroduct 
we sell and import is made by Joseph Sykes, of Huddersfiela Bros., 
England. 

Senator Watson. What percentage of consumption in the United 
States is made in the United States! 

Mr. Lockett. I have not those figures, Senator Watson. We 
tried to get them from the statistical bureau, but they were not up 
to date. I have the figures of imports, which are comparatively 
small. 

Senator La Follette. Does the bulk of foreign imports come 
from England ? 

Mr. Ltokett. Yes. 

Most of the manufacturers in this country import the founda- 
tions, which are in various combinations of cotton, wool, and 
India rubber. They usually import the round tempered wire. 
There is a machine which is called a setting machine, which cuts 
the wire and sets it into the foundations. The cost to the foreign 
manufacturer to set the points into the foundation is nearly 100 

Eer cent more than the cost to the American manufacturer. We 
ave figures to prove this point. In other words, the labor cost 
for settmg the wire is twice as much in England as it is in this coun- 
try. Foreign exchange — and I am now speaking of sterling — 
depreciated only 35 per cent, whereas Sykes Bros, increased their 
list price over 100 ^r cent. 

S^ator Watson. The expert says that practically all the card 
clothing for use in the carding of cotton is made in the United States; 
that 50 per cent of that used in carding wools is made in England. 
What is the difference between the two? 

Mr. Lockett. I understand about one-half of the cotton card 
clothing sold in the United States is imported. They have a differ- 
ent kind for cotton and a different kmd for wool. I am not an 
expert on that. 

Senator Watson. Then, the imports for this particular article 
for carding cotton do not seem to have affected our manufactured 
product in this country. 

Mr. Lockett. No, su*. 

Senator Smoot. I never used any unless it was in connection 
with leather. 

Senator Watson. Do you use it for wool? 

Senator Smoot. Absolutely. 

Mr. Lockett. The fact is, this product has a world-wide reputation 
for endurance, that is, Sykes clothing is considered to be the best in 
the world. 

I have testimonials from some cotton mills; one is from the Exposi- 
tion Cotton Mills of Atlanta, Ga., and I would like to read one part 
of it for the record and, possibly, file other parts. In these testi- 
monials the users of card clothing state that if for any reason Congress 
should put a prohibitive rate of duty upon this product, or a rate 
which would prohibit its importation into this country, the result 
would be that the American manufacturer would, possibly, increase 
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his price out of all proportion, and the American cotton mills would 
have to be satisfiea with the domestic product, which they say is 
essentially inferior. Therefore, it seems to me, Mr. Chairman and 
gentlemen of the committee, that the fair and just thing to do, as 
stated in my opening remarks, is to fix a rate of duty which will 
represent the actual mfference in cost of production here and abroad. 

A gentleman writing for the Exposition Cotton Mills has this to 
say 

Senator Watson. Did I imderstand you to say that the American 
product is distinctly inferior to the foreign product ? 

Mr. LocKETT. Yes, sir; that is so. That appears from these 
testimonials which I have here, and I think an investigation will 
show this to be the fact. The life of the foreign product is longer 
than that of the domestic product. The manner of putting it 
together, the setting of the teeth in the wirfe, and the putting together 
of the foimdations, are all elements making for the success of the 
foreign product. 

One of these gentlemen to whom I have referred, Mr. George B. 
Harris, president of the Exposition Cotton Mills, Atlanta, Ga., has 
this to say: 

Should a prohibitive tariff eliminate English-made clothing the American miife 
unquestionably would suffer and our progress be seriously retarded. The quality 
of American-made card clothing has been held up by reason of the high quality of 
imported clothing. Without the very best card clothing American mills can not 
compete in the world's markets, especially in the finer grades of cotton goods. To 
remove this competition in the manufacture of card clothing would remilt in the 
lowering of the quality of the immense product of American cotton mills and would 
work a serious hardship on this industry for the benefit of a very few comparativdy 
small manufacturers of card clothing and the revenue obtained from such a tariff 
would be infinitesimal. 

Mr. J. E. Hardin, secretary and general manager of the Proximity 
Manufacturing Co., Greensboro, N. C, said: 

If a prohibitive tariff is placed on this English clothing manufactured by Messrs. 
Joseph Sykes Bros., it would not only prevent our abiUty to secure a much superior 
product, but would also enable the domestic makers to greatly increase their price 
on a decidedly inferior product and monopolize on a very important item required 
by one of the country's foremost industries. 

Similar statements have been received from the Massachusetts 
Cotton Mills in Georgia and from the Cannon Manufacturing Co., of 
Concord, N. C, and from a concern in Charlotte, N. C, and a number 
of other mills. 

Senator Gerry. Do you advocate a duty such as will put this 
commodity on the same basis as the imported article, although you 
say the domestic article is inferior ? 

Mr. LocKETT. The point is, Senator Gerry, that we favor a duty 
which will represent the diflFerence in the cost of labor here and 
abroad. 

Senator Gerry. Then, you want the consumer here to pay a 
similar price for an inferior article ? 

Mr. LocKETT. We do not want him to, of course. That might 
follow, perhaps, as a result of a duty on this product. 

Senator McCumber. The superior article wul always command the 
superior price. 

Mr. LocKETT. That is true in some cases. That is why we have 
been able to sell some of this product under present conditions. But 
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the fact is — and I think it is not disputed — that if the rate of duty 
as it now stands in the Fordney bill is applied, based upon the 
American valuation plan — and this amoimts to a 100 per cent in- 
crease over the Payne-Aldrich rate — the rate will be absolutely 
prohibitive as to card clothing; and the American mills, I contena, 
ought to have a chance to buy this card clothing on a fair and square 
basis and the importers ougnt to have an opportunity to compete. 
Therefore, we suggest, Mr. (Siairman and gentlemen, that if a specific 
rate of duty is to oe put on, it be 40 cents per square foot on roimd 
tempered steel and 45 cents per square foot on the plated wire. We 
strongly urge a specific duty and see no reason why it should not be 
applied. It was m vogue for years prior to the Underwood bill. 

On the other hand, if the committee desires to continue the ad 
valorem rate, then we strongly urge a rate of 18 per cent ad valorem, 
based upon the American valuation plan, whicn is the equivalent, 
approximately, of 45 cents per square foot under the Payne-Aldrich 
law. 

Senator Simmons. Do you mean to say that the substitution of the 
American plan for the foreign valuation makes a difference in this 
particular instance of about 89 per cent ? 

Mr. LocKETT. No; not 89 per cent, but 100 per cent. It makes 
the specific duty, under the proposed bill, 89 cents per square foot, 
whereas under tne Payne-Aldrich law it was 45 cents per square foot. 
In other words, it is an advance of 100 per cent over tne Payne- 
Aldrich law. 

Senator Smoot. But the price that you mentioned is only 50 
per cent. 

Mr. LocKETT. This tariff is going to be in effect for at least four 
years. 

Senator Smoot. I do not know about that. But the figures you 
gave in your invoice are approximately 50 per cent. 

Mr. LocKETT. I would be very glad to go over the figures if I may. 
The landed cost was $456.94. The duty under the Underwood 
biU 

Senator Smoot. You said under the Pajme-Aldrich bill. 

Mr. LocKETT. Maybe I said it. What I meant to say was the 
Underwood law. What I now say is this: I say that taking the 
domestic product at $691.15 the duty on the American valuation at 
35 per cent, you get $241.90. 

Senator Smoot. Do you spend any more time on it if it is 35 per 
cent. I understood vou to say something else. You had better cor- 
rect the record and snow that it was the rayne-Aldrich law that you 
had reference to. 

Mr. LocKETT. I say that under the Payne-Aldrich law the dutv 
paid upon the American valuation, at 35 per cent, on $691.15, it will 
equal $241.90, which is equivalent to 89 cents per square foot. If 
these goods were to come in to-day and the American valuation law 
appUed, irrespective of the foreign cost, the duty would be the 
equivalent to 89 cents per square foot. 

Senator Smoot. All that 1 know is your invoice prices show 50 
per cent, and you can not affect the other prices in any way, shape, 
or form if that is the invoice price. 

Mr. LocKETT. You are simply taking the ratio — the difference be- 
tween the landed price and the imported price. 

81527— 22— SCH 3 ^16 
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Senator Smoot. Yes, that is all the difference we do take. 

Mr. LocKETT. But I am trying to show you now that is but one 
element. I can carry this illustration along to an extent which 
might bore you to show you that upon that basis of figuring, with 
an ad valorem rate of 35 per cent upon the American valuation, 
there would still be a greater difference than you get. 
- Senator Smoot. Not under the plan that would be adopted if the 
American valuation plan is adopted, because whatever difference 
there is in the invoice that will be all the difference there will be in 
the ad valorem rate. 

Mr. LocKETT. I do not understand the proposed law will operate 
that way. As I understand it, the 35 per cent is going to apply on 
the American valuation irrespective of and inoependent of any 
element entering into the foreign cost or the landed cost. You can 
not get away from those figures there; that the rate of duty based 
upon the American valuation of this product is 100 per cent higher 
than the Payne-Aldrich law. 

Senator Smoot. Then vour figures are wrong. 

Mr. LocKETT. I will oe glad to check them up. We may be 
talking at cross purposes. 

Senator Smoot. Not at all. I understood you to say the foreign 
valuation was $456.94 and the American valuation was $691.15. 

Mr. LooKETT. That is perfectly clear, but it has nothing to do 
with this proposition. That is a mere abstract statement of ratio of 
increase per se and per foot. 

Senator Smoot. It can not increase per foot ? 

Mr. Lockett. I do not see why. 

Senator Smoot. Because of the very fact that the ad valorem rate 
of duty upon the price per square foot will be no more than the ad 
valorem rate of duty upon the value of the total number of square 
feet. 

Mr. Lockett. I grant that. 

Senator Smoot. Then that is all there is to it. 

Mr. Ix)OKETT. As 1 said a moment ago, those figures that I gave 
you represented the foreign landed cost except duty. 

Senator Smoot. That is right. 

Mr. Lockett. If we had, for example, a duty of 35 per cent;^ 

Senator Smoot (interposing). Let us not spend any more time on 
it, because the question can be figured out by the committee as well 
as you can figure it. 

Mr. Lockett. Perhaps they can figure it a good deal better, 
Senator Smoot, but I do not like to have the impression go abroad 
that our figures do not substantiate our contention. 

Senator Smoot. You may follow this with a written statement. 
Put it in right there. 

Mr. Lockett. I will be glad to do that, but I prefer to have it in 
better form than the one 1 have here. May I have a few minutes 
now to talk on the other para^aph ? 

Senator McCumber. Your time is more than up, but you may 
take a little more time. Make your statement as bnef as possible. 

Senator Smoot. You wish to speak on paragraph 393 ? 

Mr. Lockett. Yes; paragraph 393 is the so-called ''catch-all" 
paragraph in the metal schedule. 
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Again we are faced with a situation in which we find it difficult to 
comprehend how the House committee ever arrived at their rate of 
duty. 

Senator Smoot. The same thing applies here in this situation that 
you have said applies to the other section as far as American valu- 
ation is concemeu. 

Mr. LocKETT. You mean so far as what the House did is concerned ? 

Senator Smoot. Yes. 

Mr. LocKETT. But I am speaking about the rate, Senator Smoot. 
For instance, paragraph 393 of the Fordney bill proposes a duty of 
35 per cent' on tne American valuation. The TJnderwood law, 
paragraph 167, carried a duty of 20 per cent; and the Payne- Aldrich 
law, paragraph 199, carried 45 per cent. 

We import the textile machinery, when we can, made by Messrs. 
Piatt Bros. (Inc.), the largest builder of textile machinery in the 
world. 

The cost in England of one of Piatt's machines to the importer, 
under present conditions, is nearly, in some instances, 50 per cent 
higher than what similar American machines sell for in this country. 
There are some mills in this country who will have Piatt's machinery 
only. On the bulk of Piatt's machinery imported into this country 
during the last ten years a premium has been paid, by the purchaser 
in this coimtry, in order to obtain it. 

We believe in proper protection, but if you should put machinery 
upon the free list and give the importer a bonus as well, we will not 
be able to undersell the American manufacturer to-day. There- 
fore, what earthly reason is there for putting a duty on machinery ? 
It does not protect anyone, and the amount of revenue which it pro- 
vides does not amount to anything. 

The value of imported textile machinery in 1918 was, I think, 
something like $700,000. That would not pay for eauipping a small 
mill of 25,000 spindles capacity in this country. Only recently an 
importer was invited to bid upon an outfit for a mill, and the foreign 
quotation was nearly a miUion and a quarter dollars, and the Ameri-- 
can producer quoted about $500,000. 

There is anotner thing I wish to speak of. I was told by a man who 
is in a position to know that the laoor cost in England is about twice 
as mucn as it is here. This only tends to create a monopoly and 
does not do the consumer a bit of good. 

Senator Smoot. If the monopoly can sell for $500,000 cheaper than 
the English manufacturer, it is pretty good, isn't it ? 

Mr. Lockett. That may be true in one respect. If, as I said with 
respect to card clothing, the product is not as good as the foreign 
product, the result might be in the long run that the cost to tno 
consumer would be greater. 

Senator Smoot. The purchaser would have to decide that. 

Mr. Lockett. The purchaser does not know very much about this 
matter. He does not know whether 

Senator Smoot (interposing). Then he had better keep out of the 
business. 

Mr. Lockett. I am speaking of the consumer. He does not know 
whether the product is made upon high-grade foreign machinery or 
American machinery. In cojiclusion, JMr. Chairman, we would like 
to see textile machinery put upon the free list. We would like to 
have an opportunity to try to get some business as best we may 
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upon a more favorable basis, knowing, as we do, that a tremendous 
amount of evidence could be procured to substantiate these state- 
ments, and knowing, further, tnat the bulk of users of machinery in 
cotton mills prefer the foreign machinery if they could get it at a 
fair price. 

Senator Smoot. I think that is unfair to the American manu- 
facturer. I think you have been fair so far, but you are now unfair. 
I think you will aamit you are unfair, or that it would be unfair to 
allow the card clothing machinery to come in free. 

Mr. LocKETT. With the pound sterling down, it would not give 
the English manufacturer an advantage over the American, but it 
would give the Ei^hsh manufacturer 

Senator Smoot (interposing). You want to be fair, I am sure, but 
you are now unfair. 

Mr. LocKETT. I think you are mistaken, Senator, with all due 
deference. If you will give me one minute, I will try to show you. 
The sterUng exchange depreciated 35 per cent. Platts have a 
selling basis for different machines. In 1909 the price was list less 
15 per cent. In 1915 it was list price less 5 per cent, and the average 
peak advance since then over the list price was nearly over 200 pei 
cent. 

Senator Smoot. They may have asked bigger prices than were 
necessary, like a great many other manufacturers during the war, 
but when it comes down to a question of competition and when 
everybody in the world is looking for a market, if they could sell for 
less, they would do it. 

Mr. LocKETT. Doesn't that answer your question, Senator? 

Senator Smoot. No, it does not. 

Mr. Lockett (continuing). There has been an increase in the price 
of over 200 per cent since 1909 with a corresponding depreciation in 
currency of 35 per cent ? 

Now, I could go on and give you illustrations of particular kinds of 
foreign machiery where the selling price of that foreign machinery 
'to-day — and I am taking cognizance of the depreciation in British 
currency — is nearly 50 per cent more at the English shops than the 
American manufacturer is charging for similar machinery. I can 
not see why in the face of conditions that have existed for nearly 
20 years there has been a protective duty upon this American-made 
machinery which has not m any way protected the American manu- 
facturer except, by tending to prohibit importations, eliminating 
generally competitive business, and making it entirely unnecessary 
for the American manufacturer, in fixing his selling price, to recognize 
that there is any competition from abroad. May I have a few days 
in which to file a briet ? 

Senator Smoot. Yes. 

Mr. Lockett. I thank the committee very much for its attention. 

BBIEF OF JOSEPH F. LOCKETT, REPBESEKTIKG LEIGH Sc BUTLER, BOSTON. MA88. 

CARD CLOTHING. 

This is directed to paragraph 337, page 65, of H. R. 7466 (Fordney bill), now before 
this committee, which paragraph reads as follows: 

''Card clothing not actually and permanently fitted to and attached to carding 
machines or to parts thereof at the time of importation, when manu&ictured with 
tempered or imtempered round iron or steel wire, or with plated wire, or other than 
round or steel wire, or with felt-face, wool-face, or rubber-face cloth containing wool, 
36 per cent ad valorem. ** 
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Paragraph 124 of the tariff act of October 3, 1913, reads in part as follows: 

"Card clothing ♦ * *, when manufactured with tempered, round steel wire, 
or plated wire or other than round iron or steel wire, or with felt-face or wool-face 
or rubber-face cloth containing wool, 35 per cent ad valorem. " 

Para^ph 145 of the tariff act of August 5, 1909, reads in part as follows: 

"Card clothing * * *, when manufactured with tempered, round steel wire, 
45 cents per square foot. " 

Card clothing is an article made of steel wire staples set through a flexible founda- 
tion about three thirty-seconds of an inch in thickness, composed of leather, cloth, 
or other material. It is usually made in long strips and wound on to and fastened 
to iron cylinders and other parts of carding machines. Its function is to card, i. e., 
lay the fibers parallel, and dean cotton or wool. 

The card clothing we import is made by Joseph Sykes Bros. (Ltd.), of Hudders^ 
field, England. 

At the outset, we desire to go on record in favor of a protective tariff in the beet 
interests of American industries and labor. We insist, however, that the rate of duty 
in so far as it applies to card clothing should be based, as near as may be, upon the 
actual difference in cost of production of the article here and abroad. We believe 
and understand that the Republicans in revising this tariff are proceeding upon this 
theor>'. We strongly protest and object to any rate on this commodity which is in 
excess of the said actual difference in the respective costs pf production. 

From 1897 up to the enactment of the Underwood law, duty on card clothing was 
assessed at various specific rates of duty for each square foot. We prefer a specific 
rate of duty on this commodity for the reason that it lessens the possibUitv of litigation 
and makes the estimation of the duty by all concerned much less difficult. The Gov- 
ernment would receive at all times the same amount of duty at a specific rate and the 
depreciation in exchange would not affect the duty in any way. 

Card clothing is bought and sold abroad and here at a price per square foot. If it 
is the desire of the Congress to levy a specific rate of duty wherever possible, card 
clothing Is a conspicuous example where a specific rate of duty can be used with 
accuracy and precision. The American manufacturers have requested a specific 
rate of duty. (See brief of American manufacturers l>efore the Ways and Means 
Committee, 62d Cong., 3d sess., vol. 2, Schedule C, pp. 1304 and 1305.) 

Cotton-carding machines, as they are made, are equipped with a set of card clothing 
which usually consists of one roll for the cylinder, another roll for the doffer, and strips 
fw the flats. As fast as it becomes womout or damaged, the machines are reequipped 
with new card clothing. 

The life of this commodity depends upon the usage it receives, but, generally 
speaking, the foreign product is more durable and lasts, upon the average, at least 
10 years, whereas the domestic product will last upon the average somewhere between 
7 and 10 years, all with ordinary usage. 

The total number of points set into the foundations, as heretofore referred to, vary 
from approximately 60,000 to 100,000 per square foot, according to the mill's require- 
ments. These wire points are commonlv known as ''teeth," and are set into the 
foundations by a particular machine called a "setting machine." The men who 
operate the setting machines in England are called "tenters. " In this country these 
workmen are called * ' tenders. ' ' 

We desire to strongly impress upo^ this committee that the American manufacturer 
of card clothing imports most of the cloth and rubber out of which he makes his founda- 
tions. He also imports most of the wire used to make and set the teeth with the aid 
of the said * * setting machines. ' * 

The difference in wages paid to the operators of these setting machines here and 
abroad constitutes one of the largest elements entering into the total difference in the 
cost of production between the American and the foreign product. Most of the card 
clothine imported into the United States comes from England. 

Grinders and inspectors, so called, are also employed in the manufacture of card 
clotiiing, but the labor cost of these employees is very small in comparison with the 
labor cost of the machine tenders. Upon the beat information obtainable, it costs 
the foreign manufacturer over 50 per cent more than the American manufacturer to 
set the teeth into the foundation The reason for this is be^^ause the American ma- 
chin^ are nin at far greater speed than the English machines. Furthermore, each 
American tender operates twice as manv settit^ machines as each English operator. 
And, in addition, each American machine produces a much larger quantity of card 
card clothing x)er hour than each English machine. 

The card clothing made by Messrs. Joseph Sykes Bros., one of the laijgest manufac- 
turers of English-made card clothing, is a product which has a world-wide reputation 
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for dural)ility and efficiency. In fact, many American manufacturers prefer Sylcee's 
card clothini^ to the domestic product. Frequently when ordering American carding 
machines the mills specifically request their machines be equipped with card clothing 
manufactured by Messrs. Sykes Bros. 

It would be a j?reat misfortune if the American cotton manufacturer can not get 
Sykes card clothing. The rate of duty now in the Fordney bill would prohibit its 
importation. Evidence was offered at the hearing to shfw that the competition of 
Sykes' s clothing is necessary to prevent the American maker of card clothing from 
lowering his quality and increasing his price. It is predicted that this would follow 
if the domestic product is the only one which can be obtained, \fuch testimony 
can be had to demonstrate beyond all question that the Sykes card clothing is 
absolutely necessary in the best interests of the American cotton manufacturers and 
the entire people as well. 

In a brief filed in behalf of the American manufacturers with the Ways and Means 
Committee in 1913 (vol. 2, Schedule C, Doc. 1447, pp. 1304 and 1305) it was stated to 
the Congress that unless a high rate of duty was imposed upon card clothing it would 
ultimately destroy the industry in this country. Mr. Hamilton, in speaking before the 
Ways and Means Committee in 1921 (Tariff Information, 1921, No. 2, pp. 823 and 824). 
referred to the increase in the manufacturing plants of American manumcturers of card 
clothing. Apparently the prediction of the American manufacturers in 1913 was not 
fulfilled, even before the World War gave them added protection. From the statistics 
of imports and duties compiled by the United States Tariff Commission in 1920, page 
583, the total number of sauare feet of card clothing imported in 1915 was 258,301 and 
in 1916 it was 222,264. The average number of square feet imported in each of these 
years, namely, 240,000, was much, lower than 311,000, the average amount of square 
feet of card clothing imported in the years 1909 to 1913, inclusive, under the Payne- 
Aldrich law in 8j>ite of the great increase in the number of new American mills erected 
using card clothing. 

Considerably more than one-half of the card clothing used to card cotton in the 
United States* is made in the United States. Practically the whole of the balance 
used is imported from England. 

It is at once apparent that the rate of 35 per cent under the Underwood law did not 
result in the importation of large quantities of card clothing, to the detriment of the 
American manulactiu^r, prior to 1917 and has not since that time. 

It is difficult to understand the reason which actuated the Wai^ and Means Com- 
mittee in providing a rate of 35 per cent in said paragraph 337 of tms biU. 

This rate was not apparently worked out on any mathematical formula. We hope 
the Finance Committee will carefully consider the fact that the rate now in the Fordney 
bill is an increase of nearly 100 per cent over the Payne- Aldrich rate. 

We believe even to-day the Underwood bill, providing as it does a rate of 35 per 
cent on card clothing based upon the foreign value, gives to the American manu- 
factiu-er of card clothing to-day much more protection than he is reasonably and 
justly entitled to. 

As stated to the Finance Committee at the hearing on August 26, 1921, a new ele- 
ment is before us this year in calculating the correct and proper rate of duty on card 
clothing. We refer to the assessment of Sd valorem duties upon the basis of American 
values. 

If the American- valuation plan, so called, is not a part of the Fordney bill upon 
final passage, the rate of duty mentioned in said paragraph 337, namely 35 per cent, 
should be reduced to 25 per cent, although as stated heretofore, we prefer a specific 
rate of duty. 

As it seems reasonable to assume that the Fordney bill, when enacted, will continue 
for at least four years the rate of exchange should be taken into consideration, as it 
constitutes a vital element in arriving at the landed costs of the imported material. 
It likewise becomes important in estimating with accuracy the rate of duty which 
should apply on this commodity. 

In estimating the correct rate of duty to be assessed upon this product it is imper- 
ative that proper consideration be given to the value of the pound sterling in Amer- 
ican money. The probability is that before this bill becomes law the rate of exchan^ 
will be far in excess of $3.70, the rate now prevailing. It is also reasonably certain 
that before the bill is repealed the rate of exchange will be nearer par. 

We desire to emphasize the fact that when the pound sterling reached its lowest 
value in American money it had only depreciated about 35 per cent from par, where- 
as the price of card clothing in England increased 100 per cent. 

The following figures show conclusively that the rate of 35 per cent ad valorem upon 
the American valuation is not only unnecessary but prohibitive as well. Any rate 
which gives such a result will not prove to be in the best interests to all the people. 
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A rate of duty of 18 per cent ad valorem upon the present American valuation, or 40 
centB per square foot, will provide ample protection to the American manufacturer. 

We are taldng for example a lot of card clothing recently received by us to be used on 
six cylinders of cotton-carding machines, each cylinder's equipment oeing 272 feet by 
2 inches, No. 120's, the foundation being made of cotton, cotton, woolen, and cotton. 

The American value for these goods to-day is $691.15. 

Applying the Fordney bill rate, the duty would be calculated as follows: $691.15, at 
35 per cent, equals $24J.90. 

The total number of square feet in this unit is, as stated, 272. If the total duty is 
$241.90, the equivalent specific duty is about 89 cents per square foot. This is an in- 
crease of almost 100 per cent over tne rate of 45 cents per square foot in the Pavne- 
Aldrich law. Certainljr this Congress doesn't intend to increase the admittedly high 
rates in the Payne- Aldrich bill by 100 per cent. We seriously doubt if the Ways and 
Means Committee intended to make any such increase in the rate on card clothing as is 
here represented. 

We maintain that even the specific rate of 45 cents per square foot (the Payne-Aldrich 
rate) or its ad valorem equivalent, namely 18 per cent (based upon the American 
value), are both too high. 

The duty under the Underwood law on this conunodity to-day, baaed on a rata 
of $3.70 per pound sterling, is equal to about 55} cents per square foot or a trifle more 
than 20 per cent above the Payne-Aldrich rate. To now suggest an additional in- 
crease of 80 per cent over the rayne-Aldrich rate is imcallcnd for. Based upon $4 
to the pound, the rate under the Underwood law is equal to about 60 cents per square 
foot. As the rate of exchange advances, the duty per square foot will increase pro- 
portionately. 

But we have confidence that had the Ways and Means Committee realized the 
tremendous increase they were making on thiis conunodity, they would have recom- 
mended a very much lower rate. An increase of 100 per cent over the rate in the 
Payne-Aldrich law is contnury to the needs of the case. 

We strongly urge this committee to recommend a rate on card clothing not higher 
thrfn 40 cents per square foot or 18 per cent ad valorem based upon the American 
valuation. With either rate, the American manufacturer will have due and suffi- 
cient protection, the Government will obtain more revenue owing to greater importa- 
tions, and the American cotton mills will not be deprived of an opportunity to pur- 
chase a superior quality of card clothing. 

MACHINERY. 

This is directed to the last part of paragraph 393, page 87, of H. R. 7456 (Fordney 
bill), now before this committee, which reads as follows: 

«« ♦ * « if composed wholly or in chief value of iron, steel, lead, copper, brass, 
nickel, pewter, zinc, aluminum, or other metal, but not plated with platinum, geld, 
or silver, or colored with gold lacquer, whether partly or wholly manufactured, 35 per 
centum ad valorem." 

The clause above quoted is known as the "catch-all" metal clause, and is sub- 
stantially the same as paragraph 167 in the tariff act of October 3, 1913, which reads 
in part as follows: 

" * * * if composed wholly or in part of platinum, gold, or silver, and articles 
or wares plated with gold or silver, and whether partly or wholly manufactured, 50 
per centum ad valorem; if composed wholly or in chief value of iron, steel, lead, cop- 
per, brass, nickel, pewter, zinc, aluminum, or other metal, but not plated with gold 
or silver, and whether partly or wholly manufactured, 20 per centum ad valorem." 

The corresponding provision in the tariff act of August 28, 1897, paragraph 193, reads 
as follows: 

"Articles or wares not specially provided for in this act, composed wholly or in part 
of iron, steel, lead, copper, nickel, pewter, zinc, gold, silver, platinum, aluminum, or 
other metal, and whether partly or wholly manufactured, 45 per centum ad valorem." 

We believe in a protective tariff whenever such protection is needed for American 
industries and labor. The accurate tariff rate on any commodity should reflect the 
difference between the cost of production in this country and abroad. 

It was said not long ago by an offiycial connected with one of the largest American 
machine builders that the labor cost per machine for textile machinery was less in the 
United States than in England. 

We' are importers of textile machinery and have the exclusive selling agency in the 
United States and Canada for the machinery manufactured by Piatt Bros. & Co. (Ltd.), 
Oldham, En^and, established in 1821, who employ over 12,000 people. Their product 
is world famous for its construction, durability, and efficiency. Because of its excel- 
lence, it will last longer and will like¥rise require lees repair than American-made 
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machinery. Moet of the machinery which we import is for use in American cotton tnd 
worsted mills. 

It is inconceivable why the American manufacturers of machinery have been given 
for so lon^ a time such an imnecessarily high degree of protection. In manv instances 
the American selling price of machines made to perform similar service to those which 
we offer for sale is much lower than our machines can be purchased for at the shop in 
England, to which must be added freight, duty, and charges. The American mill 
manufactiu^r is obliged to pay a premium for the ioreign-made machinery, which is in 
many respects superior to the American product. 

There is no real competition between English and American machine builders as to 
price ; there never has been under a 45 per cent rate of duty. It is an absolute fact that 
the major part of English textile machinerv could never compete with the American 
machinery as to price, unless Congress shoiiid, in addition to putting it on the free list, 
grant a substantial bonus on the imported machinery. 

Very recently we were asked by one of the large cotton mills to quote them on a com- 
plete mill of 25,000 spindles. On following up oiu* quotation we were told that our 
price was more than aouble the prices they had received from the domestic manufac- 
turers, in spite of our having figured all our costs upon the prevailing rate of exchange. 
Irrespective of the merits of the two classes of machinery, it is clear that no protection 
was needed. 

. Furthermore, the sales of foreign machinery we have made in the past few veare 
have been in nearly every instance at a higher price than the American-made macliine. 
In such eases the sales were effected solely because of the insistence of the American 
mill manufacturers upon having Platts machinery. 

Whea the Underwood bill was enacted in 1913 a substantial reduction in the rate 
of duty from 45 to 20 per cent was made. Even with this reduction it has been impos- 
sible for the foreign machine builder to compete with the American manufacturer. 

If the high rates of duty are continued upon machinery, it will encourage the 
American manufacturers to increase their prices. It will also continue to prevent 
the importation of foreign machinery. It will likewise increase the cost to the ulti- 
mate consumer in the manufacture of the various products produced by the Ameridan 
mills, for the reason, we believe, that in the long run the goods produced by English 
machinery will prove to be more advantageous. 

The quantity of textile machinery imported into this country in 1916, 1917, and 
1918, according to the official statistics of imports, is very small and has absolutely 
no effect upon American manufacturers or labor. We refer to the statistics of imports 
and duties published by the United States Tariff Commission for the use of the Com- 
mittee on Ways and Means, page 609, No. 2810, and under the heading, **A11 other 
textile machinery," we fina the following information: 

1916, 20 per cent of $569,068 $113, 813 

1917, 20 per cent of $938,229 187,645 

1918, 20 per cent of $699,792 139,958 

To show the very small quantity of imports of textile machinery during the fiscal 
years mentioned, namely, 1916 to 1918, the value of the machinery imported during 
each of the three years was the approximate cost, before the war, of fitting up a small 
mill of about 25,000 spindles. This would include the erection of the building and 
all other charges. 

To show the absolute monopoly which the American manufacturers have upon the 
American cotton mills, we cafl attention to Appendix B on page 97 of a special report 
of the Department of Commerce, headed " Af iscellaneous Series No. 37 — Cotton 
Spinning Machinery Industry," which was issued by the Department of Commerce 
in 1916. On said Appendix B it is noted that the various machine shops therein 
referred to manufactiire practically 87 per cent of the carding machinery used in 
the cotton mills of the United States, 92 per cent of the spinning machinery and 
practicalljr all of the looms. This places a premium on the manufacture in America 
of an inferior article. It also imposes a tremendous tax on the purchaser of the best 
grade of goods, whether the best grade be American or foreipi machinery. 

How, therefore, can the American manufacturer conscientiously ask this com- 
mittee for any protection, much less an increase in the rate of duty on foreign machin- 
ery, when, as a matter of fact, there have been practically no importations under the 
Underwood law at the comparatively low rate of 20 per cent. 

When the pound sterling reached its lowest value in American money it had de- 
preciated only about 35 per cent from par ($4.8665), whereas the price oi cotton-mill 
machinery in England increased over 200 per cent. 

We do not believe it is the intention of the Congress to make or the desire of the people 
of the United States to have the rates on imports so high as to prohibit the importation 
of foreign goods, after due protection has been given, based upon the difference in the 
cost of production here and abroad. Many people in this country are disturbed 
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every day over the loss of our export trade. By a prohibitive tariff on foreign-made 
machinery we not only are preventing the Government from obtaining an^^ revenue 
from imported machinery, but Ve are stifling our export trade. The foreign manu- 
facturers will certainly not buy our goods in large quantities unless they can sell 
their goods to us upon a fair and equitable basis. No ope benefits from the monopoly 
the American madiine builders now have except the stockholders. 

We can submit fig[ures, if the committee desires, to prove conclusively that Ameri- 
ican-made cotton-mill machinery needs no protection whatsoever. 

We, therefore, believe that this machinery should be placed upon the free list. 

ALXTMIirUM WABE. 

[Paragraph 339.] 

STATEMENT OF B. C. ZIEGLEIt, CHAIBMAN OF TARIFF COX- 
XCTTBE OF THE ALX7KCNX7H WAKE MANUFACTITBEItS OF 
THE UNTIED STATES, WEST BEND, IND. 

Mr. ZiEGLEB. Mr. Chairman, I am chairman of the tariflF com- 
mittee of thd aluminum-ware manufacturers of the United States, 
consisting of 34 diflFerent companies scattered throughout the entire 
country. Aluminum sheet is the raw material used in the manu- 
facture of our aluminum cooki^ utensils. Aluminum ware consists 
of hollow ware and flat ware. Hollow ware is cooking utensils, such 
as pots and pans, and the flat ware consists of knives, forks, and 
spoons. 

Last spring we prepared a brief in support of the proposition that 
the aluminum-ware manufacturers were entitled to a hiriier pro- 
tective tariflF. Copies of our briefs were submitted to the Ways and 
Means Committee, but the subcommittee on metals had already 
passed on the tariflF on aluminum cooking utensils before our brief 
reached them, and it is for that reason that I appear here to-day. 

Senator Smoot. For what do you ask ? 

Mr. ZiEQLER. We are asking for 45 per cent ad valorem and 15 
cents per pound specific basea on American valuation. 

The proposed law intends to give us 28 per cent. Forty-five per 
c§nt has been the prevailing rate from 1883 to 1913, except for the 
last three years ol Cleveland's administration. In 1913 the tariflF 
was reduced to 25 per cent on hollow ware and 20 per cent on flat 
ware. 

Senator Smoot. The House gave you 5 cents a pound and 30 per 
cent ad valorem. When composed wholly or m chief value of 
aluminum, 28 per cent ad valorem. 

Mr. ZiEGLER. It does not.. Pardon me. Senator. 

Senator Smoot. I see. That is the ''iron or steel and enameled or 
glazed." 

Mr. Ztegleb. We want 45 per cent ad valorem and 15 cents per 
pound specific. 

Senator Smoot. Instead of 28 per cent ? 

Mr. ZiEGLEB. Yes; and no specific. As I have stated, in 1913 the 
rate was cut to 25 per cent on hollow ware 

Senator Watson. What were the imports under those rates ? Did 
they amount to an3rthing, or were they large ? 

Mr. ZiEGLEK. Yes, sir; the imports in the last 10 months of 1920 
amounted to $1,900,000. 

Senator Watson. What is the total consumption in this country ? 

Mr. ZiEQLEK. About $32,000,000 worth. 

Senator Smoot. Do you desire to file a brief ? 
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Mr. ZiEGLER. Yes, sir; I have one prepared. I would like to 
make a few further statements if I may be permitted. 

Germany's wages are one-eighth oi ours. German raw material 
is much cheaper than ours, probably costing them one-half or less. 
Wages represent one-half of the cost of oiu- product and material the 
other half. Take an aluminum utensil costing a dollar to produce, 
and it represents 50 cents labor cost and 50 cents material cost. 

Senator Smoot. Is not that in your brief ? 

Mr. ZiEGLER. No, sir. For the same article made in Germany it 
represents 6J cents labor cost and 25 cents material cost, or a total 
of 31i cents. 

As previously atated, we are asking for 45 per cent ad valorem 
and 15 cents specific. Assuming that the cost of production in 
Germany is 31 or 32 cents a pound, and 'adding 8 or 9 cents for freight 
to the United States and a fair profit, the American importer can 
buy this article in New York for about 40 cents. 

On this basis the following indicates the result of applying the 
rates we ask for with American valuation: 

The amoimt paid by the American importer, 40 cents. Add 45 
per cent for the ad valorem duty. Add 15 cents for specific duty, 
and the total is $1. 

The last item is on the assumption that a pound of fabricated 
aluminum is worth $1. The actual cost is slightly less than that at 
tibe present time; so that the last item in the loregoing computation 
shoiild be perhaps 12 or 13 cents, indicating that even with the pro- 
posed rates the unported German article would slightly undersell the 
American article. 

We can not state positively just what German aluminum ware 
will cost laid down in the port of New York, but it is fair to figure 
40 cents a pound. K the German article can be bought in New 
York for 40 cents a pound, the rates are adequate. K it can not, 
they are inadequate; and it the German article costs more than 40 
cents the tariff, of course, would be too high. But in that case there 
is no danger that the American consumer wiU have to pay artificially 
high prices for aluminum ware, for three reasons — first, because of 
the actual and keen competition between American manufacturers 
of aluminum ware; second, aluminum ware must compete in the 
United States with enamel ware; and, third, the present manufac- 
turing capacity of the aluminum-ware manufacturers is three or foiu* 
times the consumption. 

Enamel ware and aluminum ware are very much alike. They are 
used for the same purposes and sold to the same trade and made 
practically the same in shape. In other words, they are both pots 
and pans used for cooking devices. 

Under the Payne- Aldrich Act enamel ware had an ad valorem duty 
of 40 per cent and aluminum a duty of 45 per cent. Under the 
present law aluminum ware has a duty of 25 and enamel ware also 25. 

Under the proposed law enamel ware is supposed to be getting 
30 per cent and 5 cents per pound specific, compared with 28 per cent 
for aluminum. 

We feel that if enamel ware is entitled to 25 cents specific, alumi- 
num ware is entitled to 15 cents per pound specific. 

Senator Smoot. Are you asking tnis because of what was given 
on the enamel ware ? 

Mr. ZiEGLER. No, sir. 
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Senator Smoot. Can you tell me, briefly, why it is you want now 
15 cents a pound over and above the Payne- Aldrich rate; particu- 
larly, why you want it since the 45 per cent would apply under 
American valuation and not forei^ valuation ? 

Mr. ZiEGLER. Because of the difference in cost abroad and here as 
compared with the cost before the war. 

Senator Smoot. That difiFerence existed before the war, did it not ? 

Mr. ZiEGLER. No, sir; not the way we compute it. 

Senator Smoot. It existed back in 1909, did it not ? You got along 
very well then with 45 per cent on foreign valuation, did you not ? 

Mr. ZiEGLER. We did; but the labor cost, we contend, in Germany 
to-day is one-eighth of the labor cost in this country; and that was 
not tne case in 1909. 

Senator Smoot. The only difference that I know of between now 
and 1909 is that foreign countries who bought aluminum for war 
purposes perhaps are making it into goods and sending it more 
cheaply into this country right at the present time than they could 
possibly do on any other occasion. Before the war America made 
aluminum goods aoout as cheaply as any coimtry in the world, did 
it not? 

Mr. ZiEGLER. No, sir. 

Senator Smoot. Then I do not know what the history of it was. 
I have bragged of it so many times that I had better withdraw my 
former statement. 

Mr. ZiEGLER. Furthermore, under the present act aluminum sheet 
is given a tariff of 3^ cents per pound, and under the proposed law 
you increase it to 9 cents per pound, an increase of 150 per cent. 

Senator Smoot. Under the underwood law it is 25 per cent. It 
was not 25 per cent under the Payne-Aldrich law. 

Mr. ZiEGLER. No, sir; it was 45. 

Senator Smoot. Now you are asking 15 cents a pound specific and 
45 per cent on American valuation ? 

Mr. ZiEGLER. Yes, sir. 

Senator Smoot. I wish that the witnesses would, in an instance 
like this, simply tell us what they can get along with and not what 
they want. 

Do you mean to say that the aluminum business of the United 
States has got to have 15 cents a pound and 45 per cent in order to 
live? 

Mr. ZiEGLER. If you raise the tariff on the raw material we will 
have to have more than we would otherwise. 

Senator Smoot. In 1909 you were living on 45 per cent under 
foreign valuation. 

Mr. ZiEGLER. We feel 

Senator Smoot. You think you have to have it ? 

Mr. ZiEGLER. We think we nave to have it. 

Senator McLean. What is the price of your goods now as compared 
with the price a year ago ? 

Mr. ZiEGLER. About 35 per cent less. 

Senator McLean. How does that compare with the prewar price ? 

Mr. ZiEGLER. About 75 per cent higher than the prewar price, due 
to the high cost of raw material and the increased cost of labor. 

Senator Smoot. Are you representing the American Aluminum 
Co., or what company do you represent? 

Mr. ZiEGLER. Thirty-four different companies. 
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Senator Smoot. Is the American Aluminum Co. included ? 

Mr. ZiEOLER. American cooking utensils. 

Senator Smoot. Do you own your mines ? 

Mr. ZiEGLER. I represent the manufactiu'ers of cooking utensils 
only. We have no interest in a tariff on sheet. We fabricate only 
cooKing utensils and not the sheet. 

Senator Smoot. The richest aluminum mines in the world are 
owned by Aiiiericans, are they not? 

Mr. ZiEOLER. I believe they are. 

Senator Smoot. All the South American mines ? 

Mr. ZiEOLER. Yes, sir. 

Senator Smoot. Do you want to put one of your briefs in the 
record ? 

Mr. ZiEGLER. Yes, sir. I have a supplement attached to our 
original brief. 

Senator Smoot. You simply want the supplement to go into the 
record ? 

Mr. ZiEGLER. I would like to have both of them go in. 

Senator Dillingham. Have your wages been reduced since the 
war? 

Mr. ZiEGLER. Yes, sir; from 10 to 25 per cent, in different indus- 
tries. 

Senator Dilungham. How do they now compare with prewar 
wages? 

Mr. ZiEGLER. I should judge that they are about 80 per cent 
higher. 

BRISF OF B. C. ZIEGLER, REPRESENTIirO THE ALXnUNTTM WARE MANUFACTUREaS 

OF THE UNITED STATES. 

[Schedule C, pars. 134 and 167, act of 1913.J 
PRESENT LAW. 

Manufacturers of aluminum, since the tariff act of 1897, have been divided for 
tariff purposes into two grou^: First, aluminum in plates, sheets, bare, and rods; 
and, second, manufactured articles or wares. In 1897 aluminum nroducts in the first 
of the two classes just mentioned were set aside under a specific auty of 13 cents per 
pound, and manufactured articles or wares, composed wholly or in part of aliuninum, 
and whether partly or wholly manufactured, were included in paragraph 193 of the 
1897 tariff act under a duty of 45 per cent ad valorem. 

Forty-five per cent ad valorem nas been the prevailing tariff duty on aluminum 
articles or wares since 1883. This was reduced to 35 per cent between 1894 and 1897, 
and after 16 years at the old 45 per cent rate, there was another reduction in 1913. 
This was accompliriied by para^phs 134 and 167 of the 1913 tariff act. 

Under paragraph 134, table, kitcnen, and household utensils or other similar hollow 
ware composed wholly or in chief value of aluminiun were reduced from 45 per cent 
ad valorem to 25 per cent ad valorem; and articles or wares not specially provided for 
in that section, composed wholly or in chief value of aluminum, and whether partly 
or wholly manufactured, were" reduced from 45 per cent ad valorem to 20 per cent ad 
valorem. (See Exhibit 1.) 

RECOMMENDATIONS. 

We ask that paragraphs 134 and 167 of the 1913 tariff act be replaced by a paragraph 
in the new law which will restore the same protective duty that prevailed almoet 
continuously up to 1913. To accomplish this, the new law could use substantially 
the same language which for many years covered manufactures of aluminum, viz: 

"Articles or wares not specially provided for in this act, composed wholly or in 
part of aluminum, and whether partly or wholly manufactured, 15 cents per pound 
and 45 per cent ad valorem.*' 

GERMANY CHIEF COMPETITOR. 

Before the war, Germany and Switzerland were the leading foreign producers of 
aluminum hollow ware, and were also the leading foreign producers of all aluminum 
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articles or wares other than hollow ware. Under the postwar conditions affecting 
aluminum manufacturers in Europe, as described in the exhibits to this brief, it is 
certain that Germany will hereafter furnish the most intense competition in manu- 
factures of aluminum. This prediction as to German competition is borne out by 
the statement of the Bureau of Foreign and Domestic Commerce, recently made^ 
that Germany is now making a concentrated e£fort to capture the world 's markets 
in this hue. (See Exhibit 2.) 

At this point we wish to make reference to a brief prepared by Chairman Henry C. 
Milligan, of the tahff committee of the enameled ware manufacturers of the United 
States, which brief has recently been submitted to Congress. Mr. Milligan made a 
perBonal investigation of conditions in Europe, and particularly in Germany, bearing 
upon the cost of manufacture in the line in which his committee were interested, 
VIZ, enameled hollow ware and flat ware. His studies wore made during the winter 
of 1921. His reports are therefore recent and we believe very accurate. The pro- 
duction of aluminum in all its finished and manufactured forms, and particularly in 
the form of aluminum hollow ware, involves almost the same identical processes 
and the use of the same classifications of labor that are called for in the production of 
enameled ware. The application of the glazed surface to enameled ware is the only 
process of importance that does not occur in the production of aluminum ware. 
Therefore, we consider it proper to make free use of the figures and statistics accumu- 
lated by Mr. Milligan, and contained in his brief above mentioned, so far as they 
are applicable in the aluminum industry. No better figures can be obtained as to 
the labor cost of producing aluminum ware than the figures furnished by Mr. Milligan 
for enameled ware. 

DOMESTIC CONDITIONS. 

The undersigned committee recently sent out a questionnaire to 30 establishments 
inanufactuiing articles and wares of aluminum in the United States, asking for 
information in re^d to wages and competitive conditions. (Exhibit 3 omitted in 
printing.) Replies to the questionnaire were received from 25 concerns, and the 
loUowing facts and tabulation of wages paid in the United States are based upon the 
answers received. The basis of comparison between wages in the United States 
and wages in Europe is furnished by the Milligan brief and also by Exhibits 4, 5, 6, 7, 
and 8; see also information as to wages in foreign countries other than Germany, 
Exhibit 9. 

It should be noted that in the manufacture of aluminum ware there are employed 
toolmakers, buffers, liners, and shop truckers (see Exhibit 4), whose wages have 
not been included in the comparative statement below, because we have not been 
able to ascertain what wages tnese classifications are paid in Germany, but it is safe 
to say that the proportion between German wages and American wa^es in the industry 
would not be appreciably changed if these claissifications were put into the average. 

The value of tne mark in the statement below is assumed to be 2 cents. 



Machinists 

Dtaw ^ress operators. . . . 
nxDch press operaUM^. . . 
Machine spinners and 

burnishers 

Hand spinners 

Trim and headers 

WeUers 

Biyeters 



Per hour. 



United 
States, 
cents. 



704 
63 
54J 

50| 
75i 

4Hi 



Germany. i 



Cents. Marks. 



II 



Inspectors, goods in proc- 
ess 

Inspectors and wrappers, 
finished product 

Packers 

Common labor 

Average 



Per hour. 



United 

States, 
cents. 



581 

53j 
46i 



604 



Germany. 



Cents. Marks. 



tI 



7.20 



2* 



3i 



The above shows that in this industry the average wages per hour* are about one- 
eighth as high in Germanjr as in the United States. 

CONCLUSIONS DRAWN FROM INFORMATION SECURED. 

The replies received to the questionnaire, when averaged, indicate that 39.31 per 
cent of the cost of producing manufactured articles of aluminum represents the laoor 
employed thereon. (See Exhibit 5. ) We have just shown that this percenta^ of the 
nawiuftu:tured article, luider present conditions, costs the German only one-eighth as 
much as it does the American. 
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The average labor coat of 39.31 per cent, as determined from the questionnaires, 
represents direct and indirect factory labor, or, as sometimes denominated, productive 
and nonproductive factory labor. To this should be added another element of cost 
which is in fact a labor coat, although not ordinarily so classified, viz, salaries of 
executives, and of clerks, office force, agents and other representatives, and general 
administrative expense. The inclusion of these easily brings the total cost of labor 
in the aluminum ware industry in the United States up to 50 per cent of the total 
cost of production. 

The remaining 50 per cent of the finished article represents the materials entering 
into it, mainly aluminum sheet. As to whether the German manufactiu-er can get 
aluminum sheet cheaper than the American manufacturer, we have not any specific 
figures to present, but since aluminum sheet is the result of earlier manufacturing 
processes which also involve labor, it seems entirely safe to conclude that aluminum 
sheet in Europe and particularly in Germany can be bought cheaper than in the 
United States. This statement is apparently verified by the Unite! States Tariff 
Commission. (See Exhibit 13 . ) 

The conclusion is unavoidable that without suflicient tariff protection American 
manufacturers of aluminum ware must quickly go out out of business. In fact, the 
German invasion in this industry is already under way. The reduction of the ad 
valorem tariJff from 45 per cent to 20 and 25 per cent in 1913 resulted in an immediate 
doubling of the amount of imports of manufactured aluminum. (See Exhibit 10.) 
At the very same time that foreign aluminum ware appeared in the United States 
in double the quantity theretofore imported, the Government suffered a loss of 
revenue because of the lowered rate of duty. (See Exhibit 11.) The World War prac- 
tical ly stopped international trading in aluminum for four or five years, but in 1919 
importations of foreign-made aluminum ware again appeared in the American mar- 
ket. The rate of duty being only 25 per cent on alunununi hollow ware and 20 per 
cent on all other aluminum manufactures, foreign manufacturers b^^an to import 
their wares into this country as soon as thev were able to reorganize their business 
after the close of the war. In 1919 the value of their imports was $318,407, and 
they so rapidlv increased their business in the United States that during the first 
10 months of 1920 they had attained a volume of $1,953,039. (See Exhibit 12.) 

Thus it appears that there has been an actual demonstration, both under prewar 
and postwar conditions, of the proposition that a duty of 20 per cent and 25 per cent 
on manufactures of aluminum will result in an ever-increasing flood of cheap foreign 
goods coming into the United States. Unless this condition is remedied the Ameri- 
can industry will quickly be forced to shut down, throwing out of work more than 
6,500 employees and destroying a business which amounted to $32,630,000 in 1920. 
(See Exhibit 5.) 

In the absence of a world war manufacturers of aluminum ware must have a higher 
rate of protection than 20 per cent or 25 per cent ad valorem. Just how much higher 
it ought to be is perhaps difiicult to sa>^, but the reoommendations made in this brief 
are believed to be the minimum required. The ad valorem duty recommended is 
the one which prevailed almost continuously, since 1883, except for the last eight 
years; and the additional specific duty of 15 cents per pound, which has been rec- 
ommended above, will serve to prevent undervaluation and also, in a small d^;ree, 
supplement the ad valorem duty. The total amount of protection afforded the 
industry, if the rates we recommend be granted, will still be insufficient, however, 
unless the present demoralized condition of foreign exchange be overcome by a 
provision for valuation in American money. 

It is proper to say a few words further upon the subject of foreign exchange, and 
particularly upon the subject of the depreciated value of German money. What 
Las already been stated shows that the depreciated mark has much to do with the 
cheapness of the labor element in aluminum ware, in Germany, as compared with 
the same element in American aluminum ware. It is also apparent that the depre- 
ciated mark must figure heavily in computing the comparative cost of the material 
used in German aluminum ware and in the American article. In other words, the 
cost of export by Germany when translated into American dollars is so low that any 
duty that might be imposed would be of little avail in preventing our markets from 
being flooded, unless such a duty were to be based upon the value of the goods as 
produced in this country, rather than on the value in Germany with duty figured on 
the depreciated rate of exchange, as is the case at the present time. The exchange 
situation is complicated and bound to vary as time goes on, so that it is impossible 
to si^gest any rate of duty that would protect the aduminum ware industry at this 
time unless such a rate were based upon the cost of production in the United States. 

Upon the facte referred to in this brief, and also upon the figures disclosed by the 
exhibits, we recommend — 
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1. The passage of a measure providing for the esliabUshmeiit of duties on American 
valuations in American dollars at port of entry, instead of the fair market selling 
prices in the countries in which goods are produced. 

2. That if goods are to be valued at United States fair market belling prices, then 
that a duty of 15 cents per pound and 45 per cent ad valorem be provided for all 
articles or wares composed wnolly or in part of aluminum, whether partly or wholly 
manufactured. 

Exhibit 1. 

(Note. — ^All references in this exhibit, and in other foUo^ng exhibits, made to 
Survey, mean Tariff Information Survey on the articles in paragraph 143 of the tariff 
act of 1913 and related articles in other pan^raphs, prepared by the United States 
Tariff Commission, and printed in 1921 for the use of the Committee on Ways and 
Means of the House of Kepresentatives. The particular Tariff Information Survey 
to which these references are made is that wnich covers aluminum, magnesium- 
calcium, barium, sodium and potassium and their ores, metals and roanmactm-es, 
the pamphlet being designated as C-16.) 

Page 62 of Surveij. — On this page is shown in outline the tariff history of manufac- 
tures of aluminum. It appears 9iat prior to 1897 aluminum in the form of sheets, 
plates, bars and rods, was classed with manufactured articles or wares composed 
wholly or in part of aluminum. The tariff act of 1897 made the first distinction be- 
tween aluminum sheets, plates, bars and rods, on the one hand, and manufactured 
articles of wares on the other hand. The American industry of manufacturing hollow 
ware, flat ware, combs, tubes, signs, and numerous other finished products of alu- 
minum, has seen its principal development since 1897. For the manufacturers of 
aluminum ware and of alummum goods in general, aluminum sheets, plates, bars and 
rods constitute raw material, in spite of the fact that the latter are the result of certain 
manufacturing processes applied to ingot aluminum. 

The rate of ciuty on aluminum and on manufactiires of aluminum was fixed at 45 
per cent ad valorem by the tariff act of 1883. The 45 per cent rate was continued 
until 1894, when it was reduced to 35 per cent. The Dingley bill of 1897 restored the 
45 per cent rate to articles or wares not specially pro\'idea for, composed wholly or in 
part of aluminum or other metal, whetner partly or wholly manufactured; but the 
same act set aside aluminum plates, sheets, bars and rods under a specific duty of 
13 cents per pound. 

This s^egation, based upon the idea that for manufacturers of aluminum waren, 
the plates, sneets, etc., constitute raw material, has been maintained in all of the 
tariff legislation from 1897 to the present date. 

The 45 per cent rate upon manufactiu-ers of aluminum which was restored by the 
tariff act of 1897 continued in effect for 16 years, and included in its operation all 
articles or wares composed wholly or in part of aluminum, whether partly or wholly 
manufactured. It wul be noted that this language is general, resulting in the appli- 
cation of this rate to every product (not only hollow ware, flat ware, and utensils, but 
the fiiushed article in whatever form it may be made) of aluminum beyond the stage 
of plates, sheets, etc. 

in 1913 a Democratic tariff revision occurred and the exact changes as to aluminum 
ware are disclosed by the data contained on page 62. The 1913 revision subdivided 
manufactures of aluminum, and reduced the ad valorem rate as to all such manu- 
factures. Upon table, kitchen, and hospital utensils or other similar hollow ware, 
composed wnolly or in chief value of aluminum, the rate of duty was reduced from 45 
per cent to 25 per cent^ and upon articles or wares not specially provided for, if com- 
posed wholly or in chief value of aluminum, and whether partly or wholly manu- 
fectured, the rate was reduced from 45 per cent to 20 per cert. (Pars. 134 and 167, 
Schedule C, act of Oct. 3, 1913.) 

Page 50 of 5urv^.— Germany and Austria have heretofore been the largest manu- 
facturers of fabricated aluminum in Europe, followed by Switzerland and France. 
Hollow ware has come chiefly from Germany, and in the past has been both cheap 
in price and inferior in quality. Imports of fabricated aluminum included household 
and kitchen utensils, and showed annual increases up to the early part of 1915, due 
chiefly to the low price of the foreign product. After 1915, imports of manufactures 
of aluminum into tne United States became very small, due to war conditions, but in 
1919 showed a sharp increase, and in 1920 a further very large increase. 

Page 55 of Survey. — ^While it is not yet known whether the postwar period will 
show an improvement in the quality of German aluminum ware, it is certain that the 
German prcnluct will be very cheap, and it also appears likely that British aluminum 
hollow ware of excellent quality may be offered in the United States. This industry 
in Great Britain was a war development and was greatly stimulated by the high cost 
of enameled ware formerly imported from Germany. 
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Exhibit 2. 

{Memoraadum (uroisbed by Bureau o( Foreign and Domestic Conuneroe (European Division), Wash- 
ington, D. C, under date of April 8, 1921.] 

The German aluminum hollow-ware industry, with almost unlimited supplies of 
raw material, is making a concentrated effort to capture the world *s markets in this 
line. Before the war 317 tons of manufactured aluminum were shipped to Russia 
and 161 tons to Austria. These two markets are now not in a condition to receive 
supplies and as a result a new market must be found. 

Exhibit 4. 
Wages paid in 25 aluminum wnrefaclories in the United States (basis, 1 hour for men). 



Factory No. 



1.. 
2.. 
3., 
4.. 

5. 

6. 

7.. 

8., 

9 . 
10.. 
11.. 
12.. 

n.. 

14.. 
15.. 
16.. 
17.. 
18.. 
19.. 
20.. 
21.. 
22.. 
23.. 
24.. 
25.. 



Machin- 
ists. 



Tool 
makers. 



$0.70 
.80 
.60 
.60 
.675 
.75 
.83 
.65 
.05 
.94 
.65 
.60 
.60 



$0.65 
.80 
.70 
.80 
.75 



.85 
.80 
..SO 
.75 
.60 
.80 



.65 
.70 
.775 
.725 



A verace per hour . j .704 



.90 
1.25 

.80 
1.00 

.65 

.80 
1.00 



1.00 
.85 
.80 
.90 



.875 



.85 

.70 

1.00 

.80 



.851 



Draw- 
press op- 
erators. 



$0.57 
.60 
.47 
.60 
.85 



.60 
.50 



.70 

.58 

.50 

.54 

.90 

.40 

.66 

.875 

.75 

.45 

.725 

.61 

.60 

.55 

.70 

.72 



.63 



Machine 
Punch- spinners 
press op- and 
erators. I burnish- 
ers. 



$a57 
.60 
.40 
.60 
.75 



$a50 



.67 
.60 
.85 



.60 
.45 



.60 

.58 

.45 

.50 

.65 

.40 

.57 

.45 

.65 

.35 

.625 

.50 

.425 

.50 

.65 

.67 



.545 



.67 
.75 



.77 
.70 
.45 
.70 
.75 
.40 
.70 
.75 
.90 
.55 
.70 
.61 



.60 
.70 



Trim 
spinners. I ^^^ 



Hand 



$0.70 



.70 
.60 
1.10 
.70 
.83 



$0.50 
.50 
.47 
.60 
.65 



.77 
.70 



.00 



.85 
1.00 
1.00 

.90 



1.05 
■'.'96* 



.70 
.72 



.824 



.67 
.60 



.60 

.60 

.45 

.56 

.60 

.40 

.86 

.75 

.65 

.40 

.70 

.61 

..575 

.60 

.66 

.75 



.597 



Buffers. 



$0.58 
.67 
.50 
.70 
1.15 
.60 



.90 
.70 
.80 
.50 
.65 

1.00 
.70 
.90 

1.00 

1.00 
.45 

1.10 
.90 
.90 
.70 
.70 
.70 



Factory No. 


Liners. 


Welders. 


Riveters. 


^P 


Inspec- 
tors and 
wrappers 

finished 
product. 


Packers. 


Shop 
truckers. 


Commoo 
Ubor. 


1 


$0.55 


$a75 


$a65 
i.34 
1.30 
.525 
.45 
.50 
.45 


$0.55 
.65 
1.35 
.42 
.60 


$a30 
.655 

1.35 
.40 
.44 
.40 
.61 
.35 
.40 

1.35 
.45 

1.27 
.40 
.38 
.45 
.65 
.45 
.55 


$a50 

.525 

.47 

.50 

.79 

.40 

.63 

.60 

.50 

.50 

.46 

.40 

.50 

.60 

.40 

.625 

.50 

.65 


$a60 


ia57 


2 


.60 


3 




.60 
.67 
1.10 
.65 
.78 


.40 
.40 
.55 
.40 
.60 


.40 


4 




.40 


5 


.90 


.65 


6 




7 


.83 


.50 


.60 


8 


.45 


9 









.60 
1.35 
.55 
1.27 
.80 


.W" 

.50 
.49 


.50 


10 




.90 
.58 
.45 
.85 


.55 
.64 
.45 
.40 
.35 
.40 


.50 


11 


.80 


.49 


12 


.40 


13 




.50 


.45 


14 


.60 
.60 


.50 


15 


.85 


.45 
.56 
.35 
.65 


.40 
.455 
.45 
.50 


.40 


16 


.435 


17 


.75 


1.00 
.75 
.45 
.875 


.375 
.70 
.35 
.55 
.50 


.45 


18 


.50 


19 




.35 


20 


.675 
.50 


.60 
.61 
.50 
.70 
.90 
.60 


.65 
.61 
1.86 
.30 
.50 
1.35 


.70 


.525 


.525 


21 


.40 


22 


.75 
.80 
.80 
.70 


.46 
.60 
.65 

.60 


.426 
.50 
.66 

.55 


.40 


23 




.45 


.50 


24 




.50 


25 






.475 










Average per hour. 


.69 


.763 


.488 


.687 


.455 


.636 


.484 


.464 



1 Women. 
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% 


Year 1920. 


Ratio 
labor 
cost to 
total 
cost. 


Estimated 

total sales 

for year 

1920. 


Factory number. 


Number 
male em- 
ployees. 


Number 
female 
em- 
ployees. 


1 


1,250" 

100 

50 

225 

410 

20 

100 

40 

39 

80 

175 

70 

100 

22 

25 


210 
40 
20 
50 
97 

2 

60 
10 

2 
30 
75 
20 
10 

8 

7 


Per cent. 
50 


124,000,000 
30,000,000 
35,000,000 
38,000,000 


2 


3 


50 
20 
34 
56 

40 


4 '. 


5 


fl 




7 




8 




9 






10 


30 
40 
34 
40 
50 


50,000,000 


11...:..::::::::::::::::::::::::::::::::::::;::::::::::::::!:: 


12 


50,000,000 
10,000,000 


13 


14 


15 




16 






17 


30 


12 






18 


60 
20 




19 


25 
140 

40 

380 

160 

1,800 


5 
SO 




20 




21 


III 

30 
60 
30 


40,000,000 


22 


108 

75 

500 


23 


27,000,000 
25,000,000 
30,000,000 


24 


25 








Total or avenyse 


5,281 


1,361 


39.31 


32,630,000 





Exhibit 6. 

Companion of wage scale in the United States and Germany based on table in A merican 
Machinist of June ^, 1920. 





Germany. 


United 

Statee 

(per hour). 




Marks 
hour). 


United 
States 
money. 


Tiained rnachiriLsM. . . 


2.94 
2.69 
2.94 
3.00 
3.20 
2.69 
2.75 


$0.0594 
.0544 
.0594 
.0606 
.0647 
.0544 
.0556 


10.85 


MftnhiTiist's helper . 


.54- .625 


Uthfthaxirt... " 


.85 


Tool makers . . 


1. 10-1. 15 


Fitters .'. 


1.10 


PlanfiT, miller, an<l drill handg^ , ,, , . , 


.85 


TurwtJ lathe, and automatic operator 


.85 







Wage rates for the United States are those qiioted for Philadelphia and vicinity 
by the American Federation of Labor August 19, 1920. The computation of wages 
in Germany was translated into American mone>r on the assumption that a mark 
waa worth a trifle over 2 cents. In fact, the mark is worth now somewhat less than 2 
cents, so that the wages of German workingmen tO'day, expressed in American 
money, would be somewhat lower than the amounts shown above. The American 
Machinist publishes varying rates of wages for different parts of Germany, but the varia- 
tions are not great enough to impair the value of the foregoing comparison. All of the 
classes of li^r shown m this comparison are of importance in the manufacture of 
aluminum wares, and as to these classes of labor it appears that wages in the United 
States are more th^kn eight times as high per hour as in Germany. 



81527— 22— flCHS- 
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EXBIBIT 7. 



Comparison of labor costs in Germany and United States, taking the mark on basis oj 
t cents in United States currency. ^ 

\By ChaamAn Henry C. MilUgan, of the tariff committee of the Enameled Ware AssociatioD.] 



Machinist!! 

Pressmen 

Spinners, headers, small punch presses 

Riveters and welders 

PicUers 

Dippers (average of men and girls) 

Inspectors (girls) 

Burners.^ 

Sorters and wrappers (female) 

Packers 

Common lab<K' 

Average wages per hour j. 



United 
States 

hour). 



57J 



Germany 
hour), 



(Germany. 



Centt. 
9 
9 

8 

9 
5 



n 



n 



MarU 



4 
21 



In other words, the coet of labor in Germany to-day, basing the value of the mark at 
2 cents American money, is just one-eighth what it is for the same work here. 

The labor rates taken to represent the German costs are taken from the detailed 
schedule of wages for machine industries, -foundries, enameling works, etc., the 
highest rate being taken in each case and the mark figured at a value of 2 cents in 
United States currency, which is much higher than its value to-day. 

Exmerr 8. 

REPORT AS TO WAGES PAID IN GERMANY IN THE ENAMELED HOLLOW-WARE INDUSTRY 

AND ALLIED INDUSTRIES. 

The report was made by the British foreign office and board of trade (department of 
overseas trade) under date of January 24, 1921, and delivered to Messrs. Macfarlane 
& Robinson (Ltd.)? who are English manufacturers of enameled hollow ware, main- 
taining a branch in New York City. We have extracted from this report the rates of 
wages paid to German workincmen in classifications which are employed in the manu- 
facture of aluminiun ware, and we might say here that a laige majority of the classifica- 
tions mentioned in this report are such as operate in the manufacture of aluminum 
ware. The manufacture oi aluminum ware involves very nearly the same processes 
as the manufacture of enameled ware. In a general way it may be said that the only 
process that is not common to the two lines of manufacture is that which applies the 
glazing or the enameled surface to the enameled ware. 

The parts of the report shown below are copied from the Milligan brief. 

Foreign Office and Board op Trade, 

London, S. W. J., January 24, 19tl. 
Gentlemen: With reference to your letter of January 13, 1 have to inclose herewith 
a tariff of the rates of waees paid in the enameled hollow ware industry and allied 
industries in Germany. 1 have to add that these rates have been in force in the 
Dusseldorf area since April last, and can be taken as representative, though, if any- 
thing, they are slightly higher than those paid in other districts. 

Where piecework rates are resorted to, which is the general rule, it is stated that an 
average worker can earn at least 15 per cent more than the average hourly rate. 
Yours faithfully, 

J. S. Andrews, 
For the Comptroller General. 
Messrs. Macfarlane & Robinson (Ltd.), 

Kampen House, 76-8 Southwark Street, S. E. I. 
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Wages per hour in rnoMiuifuhutnes. foundries ^ locomotive^ wagon^ and allied industries ^ 

ana enameling works . 

CkflB 1(a) . Skilled workers having a certificate of proficiency who can prove 
to have had a long and varied experience and practical training, ca^Mbble 
of working independently in their trade. Doubtful cases are decided 
by a commission of experts: Marks. 

For workers over 25 years 4 . 30-4. 60 

For WOTkers from 21 to 26 years 3.70-4.30 

For WOTkers who have finished apprenticeship up to 21 years 2. 90-3. 20 

ClasB 11(a). Skilled workers without a certificate of proficiency: 

For workers over 25 years of age 4. 10-4. 30 

For workers from 21 to 25 years 3. 60-4. 10 

For workers from 19 to 21 years 2. 80-3. 10 

For workers from 17 to 19 years 2.50-2.80 

Claa Ill(a). Trained workers: 

Fot WOTkers over 25 years of age 3. 85-4. 05 

For WOTkers from 21 to 25 years 3. 5&-3. 86 

For WOTkers from 19 to 21 years 2. 70-3.00 

For WOTkers from 1 7 to 18 years 2 . 40-2 . 70 

Glass IV (a). Helpers or mates: 

For workers over 21 years of age 3. 55-3. 86 

For workers from 18 to 21 years 2. 70-3. 00 

For workers from 16 to 18 years 2 40-2. 70 

For workers from 14 to 16 years J. 90-2. 20 

Female workers doing men's work receive 20 per cent less than do male workers of 
the same class. 

Classification in the shut and metal punching and enameling trade. 

(a) Mechanical workshop: Class- 
Turner (called lathe hand in aluminum industry) If aj 

Fitter (called die tester) I(a^ 

Smith (blacksmith) If a 

Hammerman ^^^>*! 

Planer I(a 

Milling cutter I(a' 

(h) Punch and planishing works: 

Preaser (press hand) I 

Cutter cutting rounds on circular shears Illfa 

Cutter operatmg plate shears III(W 

Scrap binder ana waste stamper ^1^*1 

Cutter Illfa 

Trimmer ^^H^] 

Strai^tener (ironer) I(a 

Hollow metal worker and drawer I(a' 




Aluminum pressor 1(a) 

Grinder and polisher 1(a) 

Annealer or fumaceman II(a/ 

(c) Plumber's wOTkshop: 

Electrowelder 11(a) Ill(a) 

Oxy-acetylene weldOT : 11(a) Ill(a) 

Setter (Anschla^er) 11(a) 

(d) Enamel works: 

Picklers 1(a) 

Hollow metal worker 1(a) Ill(a) 

Annealer 1 1 (a) 

Box maker 1(a) Ill(a) 

Packer 11(a) Ill(a) 

Weighs Ill(a) 

Assembler II(a 

Rrst aasembler 11(V 

Wardiouaeman IVi 



(a) 

si 



Female picklers I (a) 

Women cleaners in pickling shops 1(a) 
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Wages per hour of special female workers: Marks. 

For female workers over 21 years 2. 50-2. 70 

For female workers from 16 to 18 years 1. 70-1. 90 

For female workers from 18 to 21 years 1. 90-2. 10 

For female workers from 14 to 16 years 1. 40-1. 60 

In special female workers are included Auftraegerinnen (japanners), edgers, 
electro-oxy-acetylene welders, assemblers, printers, machine workers, cleaners in 
pickling shops (plus 10 pfennigs per hour bonus, aprons, and clogs), and sprayers. 

Wages per hour of helpers or mates (females): Marks. 

For female workeis over 21 years 2. 40-2. 60 

For female workers from 18 to 21 years L 80-2. 00 

For female workers from 16 to 18 years L 60-1. 80 

For female workers from 14 to 16 years 1. 30-L 60 

To these belong cleaners, washers, packers, other helpers. 

SPECIAL PROVISIONS. 

In addition to the wages specified above, there are allowances paid to a worker for 
the support of dependent crdldren; also bonuses for foremen; also, since April 16, 
1920, an ** increased cost of living" bonus, which is graduated according to age and 
experience. 

ExmsFF 9. 

AXUMINUM HOLLOW WARE. 

[Memorandum furnished by Bureau of Foreign and Domestic Commerce (European Division), Wash- 
ington, D. C, under date of April % 1921.] 

France. — We have no data at this office relative to the present wages paid in French 
factories producing aluminum hollow ware. Owinc to the unstable conditions in 
Europe the standard of living varies between one locality and another and makes 
it very difficult to determine the wage scale in any industry. 

We have received an excellent report from Commercial Attach^ Huntington, Paris, 
dated February 4, 1921, outlining the wages paid in certain of the more important 
industries of that country. While that ofaluminum hollow ware is not mentioned 
in the report, it may be possible to estimate the wage scale in that industry from 
the following data on wages in similar trades (48-hour week): 

Francs per hour. 

Blacksmith 3. 00 

Structural iron workers 2. 75 

Plumbers 2. 75 

Pimch press hands : 2. 75 

Boring mill hands 2. 75 

Skilled machinists 3. 50 

Common male labor 2. 75 

Tiuners 3. 50 

Fitters 3. 00 

Holders. i 3. 00 

Note. — French francs are worth at present about 7 cents in American money. 

Bel^um. — No information has been received here in regard to the aluminum hollow 
ware industry in Belgium. However, an idea of the probable wages paid for workers in 
that trade may be gained by examination of the following data, comprising excerpts 
from a recent report of Trade Commissioner Cross, Brussels, and showing the wages 
paid in certain industries in Belgium: 

Francs per hour. 

Engineering trades 2. 50-2. 75 

BoUer makers 1. 50-1. 75 

Exhibit 10. 

Imports of manufactures of aluminum in 1913 were valued at 1739,777. This was 
accomplished under the tariff act of 1909, which imposed a duty of 45 per cent ad 
valorem. The new tariff act of October 3, 1913, reduced this duty to 25 per cent ad 
valorem. An immediate effect was noted in the value of impcots in 1914, which 
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reached $1,441,253. In other words, the reduction in the rate of duty resulted in the 
^ue of importations bein^ doublea diuring the first year following, even though the 
bat five months of such following year were affected to some extent by European war 
conditions. It is safe to say that if there had been no European war the reduction of 
the rate of duty would have resulted in a still lar^ total of imports in 1914 and in 
progressively increased quantities of imports during 1916 and the years following. 
The figures shown by the survey make it perfectly clear that when CJongress reduced 
the duty on manufactures of aluminum from 45 per cent ad valorem to 25 per cent ad 
valorem the measure of protection which the American industry had formerly enjoyed 
was removed; that under the 25 per cent rate the European product, and particiilarly 
the German product, would move into this country in constantly increasing quantities, 
and that this result was only prevented by the war conditions which prevailed during 
the next four or five years. In other words, it is the war and not the American tarin 
which has enabled American manufacturers of aluminum to keep their plants in suc- 
cessful operation from 1914 to the present time. 

' The figures shown on jjage 58 of the survey indicate that when the rate of duty was 
reduced British imports into the United States were more than doubled, and German 
imports made a still larger gain (about 140 per cent). (Page 58 of Siu-vey.; 

Exhibit 11. 

An interesting result of the reduction of the rate of duty from 45 per cent ad valorem 
to 20 and 25 per cent ad valorem, on manufactures of aluminum, is disclosed by the 
last table on this page. Under the higher rate, which prevailed during most of 1913, 
the Government revenue amounted to $331,834.79; while imder the lower rate pre- 
vailing in 1914, the Government revenue was reduced to $321,931.80, in spite of the 
fact that the value of imports giving rise to the revenue was twice as high in 1914 
as it was in 1913. These figures prove that the reduction of the duty resulted in loss 
of revenue to the Government, and in loss of business to American manufacturers 
at the same time. (Page 58 of Survey.) 

ExHiBrr 12. 

The Bureau of Domestic and Foreign Commerce (European Division), Washington, 
D. C, reports upon the importation of manufactures of aluminum, under post-war 
conditions, as follows: 

Value of importations of table, kitchen, and hospital utensils, or similar hollow 
ware, and of all other manufactures of aluminum, for calendar year 1919, $318,407. 

V^ue of importations of the same aluminum products during the first 10 months of 
1920, $1,953,039. 

It must be noted that the figures just given do not include any aluminum imports 
in the form of bars, strips, sheet, or rods, nor any aluminum leaf or aluminum foil , 
nor any aluminum scrap, nor in fact any article of aluminum except such as have 
been fabricated for actual use by the consumer. The manufactures of aluminum 
included* in the figures just given were therefore all subject to the provisions of para- 
graphs 134 and 167 of the tariff act of 1913, imposing ad valorem duties of 25 per cent 
on hollow ware and 20 per cent on all other manufactures of aluminum. 

The speed with which foreign manufacturers of aluminum ware are increasing their 
sales in the United States is exhibited by the showing just made for 1919 and the first 
10 months of 1920. (Figures for the last two months of 1920 are not as yet obtainable. ) 
While only $318,407 worth of aluminum wares entered the United States in 1919, 
more than six times that amount came in during the first 10 months of 1920. 

Exhibit 13. 

[General statements of the United States Tariff ComiDi<?sion relative to cost of producing aluminum io 
Europe and United States (1921).] 

The aluminum production of France, England, and Switzerland continued with- 
out interruption during the war and in some cases was slightly increased. Production 
in Germany was substantially increased during the war. The continental producers 
were well organized. The corporations were strong and their manufacturing facilities 
are well located and favorable. (Page 26 of Survey.) 

The Swiss and German production of aluminum before the war was something over 
20,000 tons per annum (German capital being in control of the Swiss industry), while 
durinj; the war the German production alone increased to 34,000 tons annually from 
Austnan bauxite. (Page 32 of Survey.) 



Digitized by 



Google 



1864 TARIFF HEARINGS. 

As stated above, German capital is heavily interested in the Swiss aluminum 
industry. During the war the tierman Government, finding a large increase in the 
supply of aluminum was necessary, undertook to establish a national industry to 

g reduce an adequate supply of aluminum within the country. As a result there were 
ve plants in Germany at the end of the war, four of which are either wholly or 
partially owned by the German Government. The largest plant, located at Lauta in 
Silesia, and having a capacity of 31,000,000 pounds per year, is wholly owned by the 
German Government. The Government controls the other three plants through 
ownership of shares. Still another plant is projected with a capacity of 39,000,(X)0 
pounds of aluminimi per year. The hydro-electric plant is now under construction 
on the Inn River in Bavaria and the undertaking will be under direct Government 
ownership and control. The present capacity of the German Government aluminum 
plants is approximately 107,300,000 pounds per year. fPage 34 of Survey.) 

In tariff hearing before the Committee on Ways and Means of the House of Rejue 
sentativee, prior to the act of 1913, a brief submitted by Julius Hess & Co.. Chicago. 
111., gave the cost of 1 pound of aluminum metal at that time as 12 cents in tne United 
States and 6 cents in Germany. (Page 41 of Survey.) 

At the present time the most active competition (in the production of aluminum 
from its ores) comes from Grermany, where aluminum production, greatly developed 
during the war period, is controlled by the Government. The raw materials are 
largely obtained in Austria, and power charges and labor costs are figured in terms 
of depreciated currency. (Page 42 of Survey.) 

Labor enters into the cost of production of aluminum at every staee of advance- 
ment from the mining of the ore to the marketing of the finishea product. Present 
wages in the main classes of labor employed in the reduction works may be taken 
at approximately $5 per day, while most recent advices from Germany indicate that 
similar labor in that country now receives only 40 marks (at present exchange only 
60 or 60 cents United States currency), (Page 43 of Survey.) 

(Note. — ^It has already been shown in this brief that about 50 per cent of the fin- 
ished article of aluminum represents labor and about 50 per cent represents material; 
also that as to the labor element, the cost in Germany is about one-eighth of the cost 
in the United States; and the foregoing statements of the Tariff Commission, which 
have recently been ofiScially promulgated, make it certain that the 50 per cent of 
the finished article represented by material is also much cheaper in Germany than 
in this country.) 

Supplemental Brief. 

On March 16, 1921, the American manufacturers of aluminum ware met at Cleve 
land, Ohio, to consider the matter of additional protective duties on products oi 
aluminum. It was the opinion of all of the delegates present at this meeting that the 
duties levied on imports of aluminum ware, under the tariff act of October 3, 1913, 
were too low to afford any protection to the industry of manufactiuing aluminum 
hollow ware and utensils in the United States, especially in view of the depreciated 
currency in which European manufacturers paid for their raw material |uid their 
labor. 

At this meeting of the manufacturers a committee was appointed to ^ve special 
attention to the question of additional protective duties, and to present the arguments 
in favor thereof, when the Congress took up tariff revision for consideration. This 
special committee was called ''The tariff committee of aluminum ware manufac- 
turers,*' alid consisted of the following: B. C. Ziegler, chairman, C. E. Swartzbaugh, 
jr., and H. A. Church. B. C. Zi^ler, the chairman of the committee, is president of 
the West Bend Aluminum Co., of West Bend, Wis. C. E. Swartzbaugh, jr., is vice 
president of the Toledo Cooker Co., Toledo, Ohio. H. A. Church is secretary of the 
Indiana Aluminum Ware Co., Elkhart, Ind. 

The tariff committee of the aluminum ware manufacturers has carried on extensive 
investigations, and has sent out questionnaires to American manufacturers of alumi- 
num, for the purpose of procuring figures and other data bearing on the American 
industry, and has heretofore prepared a brief for the Congress, copies of which have 
been furnished to members of the Committee on Finance of the United States Senate 
and to members of the Ways and Means Committee of the House of Representatives. 
At the time this first brief was prepared the pending tariff bill, designated II. R. 7456, 
had not been framed or introduced, so that the brief could not identify the subiect 
under discussion by any reference to paragraphs or schedules of the new tariff bill. 

For this reason, the brief prepaiBd by the tariff committee of the aluminjim ware 
manufacturers identified the subiect now imder discussion as "Schedule C, para- 
graphs 134 and 167,'* being the schedule and paragnq^hs controlling duties on alumi- 
num ware under the tariff act of October 3, 1913. 
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This supplemental brief is prepared on Aiij^t 15, 1921. On this date the new 
tariff bill, H. R. 7456, is pending Defore the Finance Committee of the Senate. The 
rates of dutv on manufactures of aluminum which were prescribed by the tariff law 
of 1913 (ancf which were discussed in our original brief under the head of "Schedule 
C, pars. 134 and 167") have been changed by action of the House of Representa- 
tives; but if the new rates of duty proposed by the House of Representatix-es, and 
disclosed in Schedule 3, para^ph 339, of the pending tariff bill, should be enacted 
into law, the increase over existing rates would be so small that the American alumi- 
num ware industry would find itself without any substantial tariff protection. 

The tariff committee of the aluminum ware manufacturers, hereinafter called 
for convenience the aluminum ware committee, have therefore prepared this supple- 
mental brief apd argument for the purpose of presentine to the Congress additional 
reasons in support of the increased duties which we asked for in our original brief. 

SUMMARY OF POINTS MADE IN ORIGINAL BRIEF. 

1. Since 1883, the prevailing rate of duty on manufactures of aluminum (meaning 
aluminum hollow ware and other aluminum utensils) has been 45 per cent ad valorem. 

2. Under the act of 1913, the rate of duty was reduced to 25 per cent ad valorem 
on table, kitchen, and household utensils and other hollow ware, and to 20 per cent 
ad valorem on other articles composed of aluminum, not specially provided for. 

3. This reduction in the rate of duty resulted in an immediate increase in the 
amount of aluminimi ware entering the United States from foreign coimtries. The 
first calendar year in which the lower rates of duty prevailed was 1914. Although 
|eneral importation from Europe was greatly reduced during the last five months of 
1914, by reason of the war, imports of manuiactures of aluminum were twice as large 
during the whole year as they were during 1913, when the 45 per cent rate prevailed. 

4. War conditions from 1914 to 1919 prevented European manufactures of aluminum 
from being exported to the United States, except in very small quantities. The war, 
therefore, gave to American manufacturers of aluminum ware a measure of protection 
which existing rates of duty did not provide. 

5. In 1919 Europe resumed the business of exporting aluminum ware to the United 
States. Germany was the principal European country to do this. 

6. In 1920, under the rates oi. duty prescribed by the tariff act of 1913, the value 
of aluminum ware imported into the United States was more than six times as large 
as in 1919. 

7. The labor cost of producing aluminum ware in Germany is less than one-eighth 
of the labor cost of producing tbe same ware in the United States. The labor cost 
of aluminum ware is approximately 50 per cent of the finished product. 

8. The raw material entering into aluminum ware is principally aluminum sheet. 
The cost of aluminum sheet to the German manufacturer of aluminum ware is con- 
siderably less than the cost of aluminum sheet to the American manufacturer of 
aluminum ware. 

9. The extreme cheapness with which the European manu^turer of aluminum 
ware, and particularly the German manufacturer, can produce his goods is due pri- 
marily to tne lower wages paid abroad; but these lower wa^s are made still lower 
by tlie depreciation of the currency in most European countries. In Germany wages 
»re paid in marks, and in the spring of 1921 a German mark was worth in American 
money only about one-twelfth of its normal value. On August 15, 1921, the German 
niark has sunk still lower, it now being worth approximately one-eighteenth of its 
n<Mmal value. 

10. American manufacturers of aluminum ware are no longer protected by a war in 
Eunme. They never were protected by the rates of duty provided by the tariff act 
<rf 1913. They can not possioly reduce American wages to the level of German wages. 
Unless thev are ^ven a very substantial measure of additional protection by the new 
tariff bill they will quickly be put out of business by the flood of aluminum ware from 
Europe, particularly from Germany. 

11. Our original brief asked (a) that the ad valorem duty which prevailed ifor so 
loany years in this industry, viz, 45 per cent, be restored; (6) that in stddition thereto 
manuuctures of aluminum be subjected ,to a specific duty of 15 cents per pound; 
uid (c) that valuation be on the basis of fair market value in American money at 
port of entry. 
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PROPOSED INCREA8B8 IN RATB8 OP DUTT. 

Schedule 3, paragraph 339, of the new tariff bill, as it comes from the Hoaae of 
Representativefl, covers the bulk of the products of aluminum which this aluminum 
ware committ<?e has to deal with. 

Paragraph 339 raises table, kitchen, and hospital utensils and similar hollow ware 
from 25 per cent ad valorem to 28 per cent ad valorem. It raises flat ware of aluminum 
from 20 per cent ad valorem to 28 per cent ad v^alorem. 

There are other paragraphs which affect to a small degree products of aluminum. 
By these other paragraphs he rate of duty is raised from 20 per cent ad v-alorem to 25 
per cent in some cases, to 30 per cent in some cases, and to 35 per cent in some cases; 
but since aluminum hollow ware and aluminum flat ware constitute so neariy the 
entire output of American producers of aluminum goods, it is not considered worth 
while to comment, in this supplemental brief, upon the provisions of any paragraph 
except those of paragraph 339, carrying a rate of 28 per cent ad >'alorem. 

H. R. 7456 grants to manufacturers of aluminum ware no protection whatever by 
way of any specific duty. It grants additional protection, over the rates of the exist- 
ing law, by an increase of onlv 3 per cent ad \'alorem on hollow ware and of 8 per cent 
ad valorem on flat ware. The American \'aluation clause is intended merely to 
equalize exchange rates between the United States and foreign countries. 

AROmiENT. 

The aluminum ware committee respectfully request that their original brief be 
considered in connection with this supplemental brief. Our original brief contains 
many exhibits and compilations of figures in support of the points made in behalf of 
American manufacturers of aluminum ware, and we can avoid much repetition by 
assuming that this supplemental brief and the original brief will be read and considered 
together. 

In our industry it is absolutely essential that American valuation prevail at the 
present time as a basis of ad valorem duties. Section 402 of the new tariff bill pro- 
vides for American valuation of imports. We understand that both the Senate and 
the Uouse of Representatives favor American valuation in substantially the form now 
proposed by the new bill. If so, we need not here make any argument on the sub- 
ject. We merely point out that the new tariff bill, if intended to protect American 
industry, must not only provide normal ad valorem duties sufficient to cover the gap 
between the usual wage paid in Europe and that paid in the United States, but must 
have also some simple and automatic device that will overcome at all times and 
through all fluctuations the lower value of European-made goods which results from 
depreciated currencies. We believe this automatic regulator is pro\ided by the 
American- valuation plan contained in section 402 of the pending bill. 

Wo assume, therefore, that American valuation will be in the new tariff law and 
that American industry will thereby be protected against any influx of manufactured 
articles which are artificially cheap because paid for in money that is nearly worth- 
less; and we turn our attention to the matter of a fair and reasonable duty on aluminum 
ware, based upon valuations which by the operation of section 402 have been made 
the equivalent of prewar \'aluations. 

The aluminum ware committee, in view of the proposed duties contained in para- 
paph 339 of schedule 3 of the new tariff bill, wish to urge three principal arguments 
m support of higher duties on imports of aluminum ware, as follows: 

1. Aluminum hollow ware and flat ware should be given a measure of protection equal 
to that awarded to enamel ware of the 8am£ kind. — Paragraph 339 of the new tariff oill 
imposes a duty of 30 per cent ad valorem on enamel hollow ware and flat ware, plus 
6 cents per pound, while the same utensils, if composed wholly or in chief value of 
aluminum, carry a duty of 28 per cent ad valorem and no specific duty. 

Table, household, kitchen, and hospital utensils and similar hollow or flat ware, 
if composed of iron or steel and enameled or glazed, are identical in shape, form, ana 
size with table, household, kitchen, and hospital utensils and similar nollow or flat 
ware composed of aluminum. The manufacturers of enameled ware and the manu- 
re turers of aluminum are competing in the same market and are selling their prod- 
ucts for the same use. An aluminum teakettle weighs less and costs more tlmi an 
enameled teakettle of the same capacity. 

For practical purposes it can be said that a kitchen or household utensil of any 
^iven size and capacity weighs about three times as much in enamel ware as it does 
in aluminum ware. Therefore, if enamel ware is placed under a specific duty of 5 
cents per pound, alimiinum ware ought to carry a duty of 15 cents per pound. As 
to the ad valorem duties, aluminum ware certainly ought to be given at least as high 
a rate as enamel ware. 
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We believe, and we earneetlV urge, that the ratee aeked for in our original brief 
should be enacted into law in the new tariff bill, viz: Forty-five per cent wi valorem 
plus 15 cent 8 per pound, with American valuation. 'These figures are not too high 
m the face of the extraordinary conditions which threaten this industry in the United 
States; conditions which include not merely the usual wage differential, with which 
American industry has had to cope for many years, but the tremendous cheapening 
of the European products as the result of depreciated currency. 

We believe that enamel ware ought to have 45 per cent ad valorem and 5 cents per 
pound specific, and that aluminum ware ought to have 45 per cent ad valorem and 
15 cents per pound specific, which would put the enamel ware industry and the 
aluminum ware industry on an even basis. But if enamel ware is to be limited to 
30 per cent ad valorem and 5 cents per pound, then aluminum ware certainly ought 
to be ^ven 30 per cent ad valorem and 15 cents per pound. If any discrimination is 
made m the new tariff bill between enamel ware and aluminiun ware, in the matter 
of the amount of protection afforded, it ought not to be against aluminum ware but in 
favor of it, for the reason that aluminum ware is a newer entrant in the market and has 
not had as many years in which to establish itself as a commercial and household 
necessity. 

2. A rate of 28 per cent ad valorem on aluminum hollow ware and ft at ware is insujfficient 
to afford any measure of protection to the American makers of these goods. — This point has 
already been touched upon, and we think it will not be necessary to make much 
additional argument in support of it . We might call attention to some of the statistics 
contained in our original brief. The manufacturers of aluminum ware in the United 
States employ more than 6,500 workers, all of whom are paid the American scale of 
wages. It would be utterly impossible to cut these wages aown to the level of German 
wages in the same industry, even if the German mark which is used in paying German 
wages were worth 24 cente as before the war; and it is more conclusively impossible 
to cut American wages down to the level of German wages when it is considered that 
the latter are paid in marks that are worth less than a cent and a half. Yet without 
such a tremendous cut it would be impossible for the American factories to continue 
to operate in competition with Germany, in the absence of tariff protection. 

AssumingAhat American valuation will be part of the new tariff law, and will operate 
to overcome the cheapening effect of depreciated currencies in Europe and elsewhere, 
it follows that valuations for ad valorem duties will hereafter be on substantially the 
same baais as they were before the war, when the currencies of foreign countries were 
all of a value that we were accustomed to call normal. Having accomplished this, 
there remains the problem of furnishing adequate protection to the American industry, 
by proper ad valorem and specific duties sufficient to assure the maintenance of the 
American wage scale against the lower scales paid by foreign manufacturers. As we 
have already shown, it was the judgment of Congress, for the greater part of the 38 
years since ahuninum ware was recognized in American tariff legislation, that 45 per 
cent ad valorem was the proper du^ to place on imported aluminum ware for the 
protection of the American industry. The reduction of this rate by about one-half, 
in 1913, immediately increased importations of European-made aluminum ware. 
Now, underjpost-war conditions, we submit that the 45 per cent rate is certainly not 
too high. Wages have gone up all over the world since the war. The increase in 
Germany and other European countries is nominal, and not actual; but the increase is 
actual in the United States. If American manuifacturers of ahuninum ware are to 
continue in business, and if unemployment or reduced wages in this industry are to 
be avoided, an ad valorem rate no less than 45 per cent should be written into the new 
tariff. 

3. The aluminum ware committee call attention to the fact that increased duties have 
been placed upon aluminum sheet, which is the raw material consumed by the manufacturers 
of aluminum ware. — Under the 1913 tariff law, aluminum scrap and aluminum in other 
crude form carries a duty of 2 cents per pound, and aluminum plates and sheets carry 
a duty of 3i cents per pound. The new tariff bill proposes to raise the first class of 
aluminum (crude) from 2 cents to 5 cents per pound, and the second class (plates and 
sheets) from 3i cents to 9 cents per pouna. (Schedule 3, par. 374.) 

No argument is needed to demonstrate that the manufacturers represented by this 
aluminum ware committee, all of whom are constantly compelled to purchase sheet 
aluminum as the raw material for their product, will hereafter find their raw material 
costing them more imder the new rates. If these manufacturers continue to pay the 
American scale of wages, and pay even more for their raw material than they have 
heretofore paid, it is obvious tnat the cost of their product can not possibly be re- 
duced to meet the competition of European manufacturers of aluminum ware. We 
wish to impress upon the Senators and the Members of the House of Representativ^i 
that the aluminum ware committee who present this brief are representatives of the 
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consumetB of aluminum sheet and not of the producers of aluminum sheet. The 
manufacturers of aluminum ware in the United States would like to buy their raw 
material as cheap as possible, and will enter any market where they can save money 
on their purchases. If the American producers of aluminum sheet could stay in 
business and make a living profit without any tariff protection whatever the manu- 
factiu'ers of aluminum ware represented by this conunittee would favor putting 
aluminum sheet on the free list. But we do not wish to ask that aluminum sneet be 
deprived of its proper measure of protection. We want aluminum sheet to be pro- 
duced in the United States. It would seriously injure the business of manufacturing 
aluminum utensils and other aluminum goods to destroy, or even injure, the alumi- 
num sheet industry in this coimtry, for auy such situation would force us to scour 
foreign coupthes for our supply of the raw material needed in oiu* business. 

The aluminum ware committee do not know what measiu-e of protection is needed 
to enable American producers of sheet aluminum to continue in business in the face 
of present conditions in Germany and other countries in Europe. In the absence of 
knowledge on the subject, we do not consider it proper to object to 5 cents per pound 
on crude aluminum and 9 cents per pound on aluminum sneet, even though these 
rates «ill add to the cost of the raw material which our factories consume; but the 
propriety of these rates being conceded, we call attention to the fact that the con- 
sumers of aluminum sheet, to wit. the manufacturers of aluminum hollow ware and 
flat ware, must be accorded a corresponding increase of tariff protection upon their 
product. 

This has not been done by the slight increase provided in paragraph 339 of Schedule 
3 of the new tariff bill. An increase on our products of only 3 per cent ad valorem is 
so small as to be negligible. If the increased duty on sheet aluminum results in 
even a slight advance in the price which the aluminum-ware manufacturers must 
pay for their sheet, the resulting disadvantage to them in their efforts to compete 
with the European product will not be cured by increasing their protection only 
to 28 per cent ad valorem. 

The aluminum-ware committee believe it is proper at this time to insert in this 
supplemental brief the following statement: 

Charges have been made and circulated by certain importers of alummum ware to 
the effect that American manuiacturers of aluminum ware are dominated and con- 
trolled by the Aluminum Co. of America, which company is the largest producer of 
sheet aluminum in this country. Importers of foreign aluminum ware are doing 
their best to prevent the imposition of any tariff duties on aluminum ware which 
would tend to restrict importations.* 1 heir motive in nuE^ng these chai^ges, therefore, 
is apparent. 1 he importers allege that the Aluminum Co. of America is a very large 
and strong institution, and that it needs no tariff protection, and that the nianufac- 
turers of aluminum ware need no protection because they are merely subsidiaries of 
the Aluminum Co. of America. We do not know whether these claims and charges 
of the importers have had any effect upon Senators or Members of the House of Rep- 
resentatives who have had occasion to consider aluminum tariff schedules; but in 
order that our silence may not be construed to be an admission, and to loake certain 
that the truth is known, we state here that the Aluminum Co. of America does not 
own or control or dominate the manufacturers of aluminum ware in the United States. 
The tariff committee of the aluminum ware manufacturers, which presents this 
supplemental brief, represents 34 manufacturers of aluminum ware in the United 
States. A complete list of these 34 manufacturers is found on pages 4 and 5 of our 
original brief. 

The committee are able to state that 32 out of these 34 manufacturers are absolutely 
and completely independent of the Aluminum Co. of America; that the Aluminum 
Co. of America has neither stock control nor stock interest, directly or indirectly, of 
any kind or description, in these 32 companies; and that as to the remaining two com- 
panies on the list, the aluminum-ware committee find, after careful inauiry, that in 
one of them the Aluminum Co. of America is merely a minority stockholder, and has 
never been anything but a minority stockholder, and does not now control and nevar 
has controlled the board of directors or the business operations of the company. Thin 
leaves one company out of 34, engs^ged in the manufacture of aluminum ware, which 
might be considered controlled or dominated by the Aluminum Co. of America. No 
member of the aluminum-ware committee has the slightest interest in or connection 
with the Aluminum Co. of America, and the members of the committee wish to make 
it plain that their efforts are here put forth solely in behalf of the manufacturers of 
aluminum ware; that they are not aiguing for or. against the interests of the Aluminum 
Co. of America or the interests of any other producer of aluminum sheet; that the 
manufacturers of aluminum ware wish to buy their sheet aluminum as cheap as pos- 



Digitized by 



Google 



METALS AND MANUFACTURES OF. 1869 

sible, but do not believe that their interests would be served by legislation which 
would restrict or stop the production of sheet aluminum in the Unitod States; that 
the manufacturers of aluminum ware represented by the committee are independent 
and competing concerns, and not mere agencies or subsidiaries of the producers of 
aluminum sheet; and that statements and charges to the contrary are false, and are 
inspired by persons who hope to reap a profit in the importing business if they can 
persuade the Congress to deny protection to the aluminum-ware manufacturers. 

The aluminum-ware committee submit that it would not be unlawful or immoral 
for the Aluminum Co. of America to control, by stock ownership or otherwise, a cor- 
poration manufacturing aluminum ware. Whether any such control is exercised, 
and to what extent exercised if at all , is entirely irrelevant to the inquiry. We would 
not have felt called upon to mention the matter at all, except for the fact that im- 
porters of aluminum ware concocted the story in the hope tnat it would prejudice 
us before the committees of Congress. 

IN CONCLUSION. 

We respectfully urge that paragraph 339 of Schedule 3 of the new tariff bill be 
amended, before the Dili is enacted into law, so as to provide that the duty on table, 
household, kitchen, and hospital utensils and similar hollow or flat ware, not specially 
provided for, if composed wholly or in chief value of aluminum, shall be 45 per cent 
ad valorem and 15 pents per pound. We would not object to the same rates being 
fixed for enamel ware, the. specific duty being reduced to 5 cents per pound because 
of difference in weight. Aluminum ware ought not to be accorded any less tariff 
protection, under any circumstances, than is provided for enamel ware. 

Elf AMEL WARE. 

[Paragraph 339.J 

BBIEF OF BOSCOE C. McCULLOCH, BEPBESENTING THE AMEBICAK 
HAKUFACTUBEBS OF ENAMEL WABE. 

On behalf of certain American manufacturers of enamel ware, which is covered by 
paragraph 339, page 56, of H. R. 7546, I submit the following brief, leave having been 
granted by the Finance Committee at a hearing on August 26, 1921. The paragraph * 
in the Fordney bill as it relates to enamel ware is satisfactory to the manufacturers 
who signed this brief. 

The act of 1909 provided a duty of 40 per cent ad valorem. 

Paragraph 134 of the act of 1913 as it relates to enameled ware reads as follows: 

"Table, kitchen, and hospital utensils, or other similar hollow ware composed of 
iron or steel, enameled or glazed with vitreous glasses, 25 per cent ad valorem." 

We ask that the parag[raph relating to enameled ware in the new law read as follows: 

*' Table, household, latcnen, and hospital Utensils, or other similar hollow ware, and 
flat ware composed of iron or steel, enameled or glazed with vitreous glasses, 5 cents 
per pound and 40 per cent ad valorem." 

Note changes in phraseology from act of 1913: 

First. Include the word "Household," which will make the paragraph more com- 
prehensive. 

Second. Add tJie words "and flat," which will make the paragraph cover enameled 
spoons, ladles, tea strainers, etc., which are of a kindred nature. 

Before the war. Germany was the leading foreign producer of enameled ware and it is 
from (Germany tnat intense competition m enameled ware products is now sure to 
come. * * 

INVESTIGATION IK 0£RMil.NY, JUST FINISHED, DISCLOSES STARTLING FACTS. 

Henry 0. Milligan, chairman of the tariff committee, Enameled Ware Association, 
representing the enameled ware industry in the United States, retiu-ned February 25, 
1921, from Europe, where he made a careful, detailed, flrst-hand investigation into 
present conditions, and the following data and facts in regard to wages and conditions 
m Germany in the enameled ware industry are based upon his investigations. 

(See venfying exhibits following.) 
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DOMESTIC CONDITIONS. 

In addition to the investigation made abroad, a questionnaire was sent out on Janu- 
ary 19, 1921, to 26 establishments manufacturing enameled ware in the United States, 
asking for information in regard to .wages and competitive conditions. Twenty con- 
cerns answered the questionnaires, and the following facts and tabulations of wages 
paid in the United States are based upon the answers of these 20 concerns. 

(See verifying exhibits follo^nng.> 

We submit the following tabulations and comparison of labor costs in Germany and 
the United States, figiuing the mark on basis of 2 cents In United States currency: 



United 

states, 

per hour. 

cents. 



Germany, per hour. 



Cents. Marks. 



Machinists 

Pressmen 

Spinners, headers, small punch presses . 

Riveters and welders 

Ploklers 

Dippers (average of men and girls) 

Inspectors (girls) 

Burners •. 

Sorters and wrappers (female) 

Packers 

Common lahor 



76i 

65 

62 

58 



354 

5S} 






Average wages, per hour . 
< 



57J 



74 



3| 



The tabulations show that the cost of labor in Germany to-day, basing the value 
of the mark at 2 cents American money, is just one-eighth what it i's for the same work 
here. 

The labor rates taken to represent the German costs are from the detailed schedule 
of wages for machine industries, foundries, enameling works, etc., the highest rate 
being taken in each case and the mark figured at a value of 2 cents in United States 
currency, which is much higher than its to-day *8 value. 

CONCLUSIONS DRAWN PROM INFORMATION SECURED. 

On the basis of the foregoing tabulations in regard to comparative wages, and on 
the basis of material costs, which are relatively as low, an expert of the Treasury 
Department figured that it would require an ad valorem duty of 767 per cent to 
equalize the difference in the cost of production of enameled ware in Germany and 
the United States. 

For example, $100 in value of enameled ware produced in the United States would 
cost on the above basis of calculation $12.50 to produce in Germany. 

Mr. Milligan in his report, which is attached hereto and marked "Exhibit 4," 
clearly points out the important fact that Germany, while defeated in the war, is 
to-day in a more formidaole position to secure the world's markets on manufactured 
goods than ever before. " Mr. Milligan 's conclusions should be read by everyone 
interested in American industrial prosperity. 

The tabulation of the reports of the 20 concerns submitting questionnaires, including 
a conservative estimate of the concerns not returning the questionnaires, show a 
^and total of 13,583 persons employed in the enameled kitchen-utensil business 
in the United States during the year 1920 and a normal force of approximately 18,000 
people. 

WAGES IN THE UNITED STATES. 

The tabulation of wa^s paid by the various concerns in the various lines of work 
in the industry in the United States show ouite a variation, due likely to the different 
methods in vogue in different factories; also due to local conditions and to the fact 
that some plants employ women for certain line^ of work where men are used ex- 
clusively in others. (See Exhibit 2.) Tabulations have been made on the basis of 
a lO-hoiir day and the average for the 20 factories reporting shows wages paid from 
$7.65 per day for machine shop employees down to $3.75 per day for sorters and wrap- 
pers (female). 

The average wages paid per hour in the entire industry figure at the rate of 57J 
cents per hour, as determined by these calculations. 
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WAGES IN GERMANY. 

Against this are tabulated the present German rates for the same class of work as 
taken from the detailed schedule of wa^es for machine industries, foundries, enameled 
works, etc., the highest rate on this schedule being taken in each case. Filing the 
mark at a valuation of 2 cents in United States currency, which is much higher than 
its to-day's value, it is shown that German workers are being paid the equivalent of 
5 to 9 cents per hour in American monev or an average of 7^ cents per hour, as against 
57i cents per hour paid in the United States. 

In other words, the cost of labor in Germany to-day, basing the value of the mark at 
2 cents American money, is just one-eighth what it is for the same work here. 

The questionnaires tabulated show an average ratio of labor cost to the total cost of 
production of 37i per cent. Adding to this the indirect labor, such as clerks, foremen, 
office force, etc., it is seen that the total cost of labor in the enameling industry in the 
United States is easily 50 per cent of the total cost of production. (See Exhibit 2.) 

The present duty of 25 per cent is based on the exchange value of the money of 
the country from which the shipment comes as determined on day of shipment fcrom 
the home port. Consequently, with the value of the mark less than 10 per cent of its 
normal value the present duty of 25 per cent is in reality less than 2i per cent when 
translated into United States valuations. 

RAW MATERIALS. 

Germany and Austria, before the war, according to investigations by the United 
States Tanff Commission, manufactured about 75 per cent of the world *b supply of 
enameled ware and the strong position of Germany, according to the Tariff Commission, 
"was due to the skill of the German workmen in controlling temperatures in furnaces, 
to practically and theoretically trained chemists and engineers, and to research work 
carried on in well-equipped laboratories as well as to low costs on raw materials, fuel, 
and labor." 

While Germany's competitive conditions were disturbed and disrupted during the 
war, yet they are fast getting back upon a prewar basis. (See Elxhibit 4.) 

Germany has long been known as the producer of the various chemical products 
entering into the manufacture of enameled ware, glassware, etc., such as soda, potash, 
various color oxides, etc. Likewise, she is self-contained as to feldspar, fluorspar, 
silica, etc., which largely make up the enameled mix. 

Steel which is used as the base for enameled ware products is largely, if not all. 
self-produced by Germany. The only important materials which Germany is obliged 
to purchase on the outside are borax and oxide of tin. 

While the report of the United States Tariff Commission discloses that during the 
war Germany has been somewhat handicapped for fuel and steel, yet it is evident 
that she is fast recovering her normal competitive advantages as to these materials. 

So that it is a fair conclusion to draw from all the facts disclosed, that basing a mark 
at 2 cents, die same situation applies to the 50 per cent of the cost of manufacture 
represented by raw materials as applies to labor cost. In other words, the cost of 
export bv Germany when translated into American dollars is so low that any duty 
that might be imposed, would be of little avail in preventing our markets from beine 
flooded, unless such a duty were to be based upon the value of the goods as producea 
in this country, rather than on the value in Germany with duty figures on the depre- 
dated rate of exchange, as is the case at the present time. 

The exchange situation is such a complicated one and one that is bound to vary as 
the months go on, that it is impossible to suggest any rate of duty that would protect 
the enameled ware industry at this time, unless sucn a rate were based upon tne cost 
of production in the Unitea States. 

Spain has recently placed a duty oi 100 per cent on the importation of enameled 
ware as a protection to the enameled ware industry developea in Spain during the 
war. 

England as well has just provided a duty of 50 per cent on enameled ware, effectivt 
ilarch 31^ 1921. 

Just prior to the war and during the war. Japan has made rapid strides in the enam- 
eled ware field, and there is no question but what we can look for serious competition 
from this quarter once they are able to obtain the necessary supplies of steel, which 
they were unable to get auring the war. Already samples of Japanese enameled 
ware are being shown and orders solicited at prices below cost of production in this 
country. 

From the facts disclosed by the investigation of our chairman, we recommend — 

1. The enactment of an antidumping bill. 
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2. The passage of u measure providing for the establishment of duties on Amerioan 
valuations in American dollars at port of entry, instead of the fair market selling prices 
in the countries in which goods are produced. 

3. That if goods are to be valued at United States feur market selling prices, then 
we ask that a duty of 5 cents per poimd and 40 per cent ad valorem be provided in the 
enameled ware enumerated. 



Chairman Miluoan's Report. 

To THE Tariff CoMHrrrEE, Sheet Metal ware ^Association. 

Gentlemen: In submitting my report regarding European competition as relates to 
the enameled-ware industry, I take pleasiu'e in stating that we nave been fortunate 
in securing abroad valuable data which should be the foundation of an able appeal 
to our Government for a just and propter tariff to saf^ard the interests of the industry* 

Your chairman is attaching to this report, f(X the benefit of each membec of the 
committee, copies of certain important information which each member should 
fully weig^ in arriving at his respective views. In addition to the copies attached 
hereto, I have secured a vast amount of inside information, and have tabulated a 
number of newspaper clippings showing the general feeling of unrest, especially 
among the maniuacturers in England, who have had brou^t home to Uiem in a 
most forcible manner what German competition, with the mark reduced from a 
nominal value of 23.8 cents down to a little over I^, really means to them, and what 
it will siu'ely mean to us as soon as the flood^tes are thrown open, unless we awake 
to the situation and obtain the neceesarv relief before it is too late. In Germany, 
as you are aware, the mark is a mark, and on the basis of the mark their manufactur- 
ing costs are computed. England, as intimated, while always recognized as a free- 
tariff country, is now seeking some means of protecting her own industries, which 
at this time are being destroyed by the low pnces made to them by Germany on all 
manufactured articles. They have what is known as a "dumping act,*' wnich in 
^rears past acted as a protection in a measure to their own industries, but at the present 
time it has no appreciable effect, so that now they have attached to the.reparations 
bill a tax to be added to the price of German goods which is intended to protect their 
enameling and other industries from this competition. The bill has passed its second 
reading in Commons and will probabl]^ go into effect the last of March. 

Germany, Austria, and Sweden, prior to the World War.. as you are aware, were 
the European centers where most of the foreign enameled ware came from. The 
cutting up of central Europe, the formation of new states, the division of territory, 
and the immense cost incurred in the war. have left all these states in a most deplor- 
able condition, financially and economically. 

Just prior to the war and during the war Japan made rapid strides in the enameled 
ware field, and there is no question but what we can look tor serious competition from 
this quarter once they are able to obtain the necessary supplies of steel, which they 
were unable to get during the war. Already samples of Japanese enameled ware are 
being shown and orders solicited at prices below cost of production in this c<»iintry. 

Germany, it would seem, has been an exception. She has not felt as the oth&t 
sections have the havoc that has been wrou^t by the war, she having prepared in 
advance the cost of her contest for world power and trade; and while she nas railed on 
Uie battlefield and been humiliated, and has met great losses, she to-day is in a more 
formidable position to secure the world's markets on manufactured goods than ever 
before. To better illustrate this point, I would advise that in 1913, prior to the war, 
I talked with bankers and manu&icturers in Berlin, Dusseldorf. and Cologne on the 
matter of a special military tax, which in 1913 was levied. A feeling of indignation 
existed among all classes,' they remarking that they oould not understand why a 
military tax then should be demanded, as the}r could not see where there was 
any prospect of war. This special tax was a particular hardship on all classes. In 
talking with a clerk in the hotel in which I stopped at in Cologne ne remarked that his 
additional tax was the equivalent of one month's pay, and as he put it, *' We are not 
in war and we can not understand why this extra tax should be put on us, as we are 
taxed now, we feel, up to oiu- limit.*' Grermany has her banking connections in the 
principal markets of tne wcnrld, and through these banking connections long credits 
are given the buyers who in turn, knowing the standard of the foreign buyer, negotiate 
their acceptances and allow the credit they require, thus enabling the Grerman manu- 
facturer to realize on his shipments by receiving, through these banking channels, 
ready cash. The German Government has always rendered assistance to their man- 
ufacturers by subsidies in one way or another, especially so as they relate to shipping 
rates. To-day enameled goods are being shipped to South American ports from 
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Hamburg; particularly to Argentina, at IS per ton, against New York shipping rates 
to Argentina of $27 per ton. This, of itself, is a great handicap to American manufac* 
turers seeking export business, and both tne United States and England are wititiont 
redress against these advantages, to which Germany seems to feel shelias the exclusive 
rirfit. 

it would seem hardly necessaiy for me to impress upon each member of the com- 
mittee, who already knows that Germany was p^haps the most efficiently <H]ganized 
industrial nation in the world prior to the war, that she is holding her own m these 
characteristics as in the past. I have from most reliable sources information to the 
effect that almost every industry of importance in Germany is to-dav paying larger 
dividends than before the war, and in England it is specially admitted that her deter- 
mination to control the world's markets never was more manifest, and that unless the 
countries which fought her on the battlefield in wiiich she was defeated awaken to the 
true situation, Germany will defeat them by crippling their different industries and 
securing the world's markets on all manufactured goods by underselling them. At 
this writing there are 146 lines of German goods being shown in the city of New York 
alone, at the Imperial Hotel. I have reliable information to the effect that New York 
is no exception, but that Germany is being represented all over the world with samples 
of her cheap manufacture. 

With reference to Austria, she no longer is a factor. Sweden, with everything 
advanced there but her currency (kronen) remaining almost normal, being reduced 
from its prewar standard of value 0.2680 to only 0.2230, is in no position to compete 
with Gennanv. In fact, they are feeling German competition in manufectured wares, 
so that it really revolves itself down to the one competitive country-r-Germany. 

Bv examining the attached papers relative to wages paid, etc., you will note that 
while costs are figured on a 48-nour a week basis, yet they know no limit of hours of 
toil, and are utilizing child labor to a very great extent. You will note that the wages 
paid are a mere fraction of the wages paid in this country for similar work. Overhead 
expenses are proportionately low, while materials entering into the manufocture of 
enameled ware are lower in Germany with two exceptions, and the prices for such 
chemicals used are lower than the prices paid here. 

It might be well to stop and tnink for a moment: Should not self-preservatiim 
influence us in asking that some protection by our Grovemment be ^ven an industry 
employing many thousands, both male and female, as well as involving many millions 
of capital? It is our duty not only to urge but to do everything in our power to secure 
protection for our employees, as well as protection for the vast amount of capital 
involved in our industry, and to give to the congressional committee all authentic 
information secured and available. 

Germany's propaganda is to the effect that if we expect her to pay the indemnity 
asked for by tne supreme council of the League of Nations, we should buy from her. 
For the sake of argument, let us admit that exchange of trade is necessary, and to 
a certain degree admit that in order to ever reach normal conditions, if we sell we 
must buy; but should we not at this time confine the exchange of trade to such 
products as will not destroy our industries or throw our factory employees into a bread 
line? Unless some measure be taken in the way of a protective tariff or a revision 
of the dumping act — ^not a prohibitive tariff — a tariff based on just and fttir lines, 
making competition what it should be, instead of Germany paying the indemnity 
asked for, indirectly our country will have to pay a very laii^ percentage of it. 

It will be interestinfi; for you to know that already combmations of oankers and 
planters in the South have organized corporations for the purpose of shipping their 
cotton into Czechoslovakia for conversion. This republic, to my mind, will rise to 
a high position eventually in the world's estimation of countries. To-day it is im- 
poverished, but has vast natural resources. These, together with its mills and fac- 
tories, will assure its future economic prosperity through its present republican 
Government, the head of which was formerly in charge of one of our largest institutions 
in the United States. To-day, however, its crown, normal value 0.2026, is but 0.0128. 
Labor is on as low a basis as Germany. Now, I have in mind a corporation known as 
the Mississippi Delta CJotton Exporting & Trading Co., with headquarters at Clarks- 
dale. Miss. This corporation is orcanized with a large capital . Its directors are promi- 
nent bankers and planters in the South. The corporation is organized under the State 
of Tennessee, with domicile at Memphis, Tenn., and with branch offices in New York 
and different cities in Europe. They have already secured on a conversion basis 
49 per cent of the cotton mills in Czechoslovakia. I am informed that other similar 
syndicates have been formed and are preparing to utilize the cheap labor in Germany 
and other central European states. 

It must be self-evident to those who will give the matter any thought, that it means 
supplying cheap foreign labor where it can be utilized, and thus depriving our own 
citizens of a just means of earning a livelihood. 
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In this preamble I have only touched on a few of the many matters and conditions 
'relative to the subject matter, my idea being to present in tabulated form all infor- 
mation obtained so that at the fust meeting of the committee they may study every 
angle and be sufficiently informed to present such a brief to Congress as will be con- 
vincing to the honorable Ways and Means (Committee when the matter of tariff on our 
indust^ comes up for hearing. 

Now, in reaching my deductions of the questionnaires sent out to various enameled- 
ware manufacturers in the United States, we have received returns from 20 concerns, 
while 6 have made no reply to our several letters urging their cooperation. The 6 
not replying are as follows: Lalance & Grosjean, Canton Stamping & Enameling Co., 
New Englaud Enamel Co., Fletcher Enamel Co., Federal Enameling & Stamping 
Co., Baltimore Stamping & Enameling Co. 

I desire to call your attention specially to the tabulation of the reports of the 20 
concerns submitting questionnaires, including a conservative estimate of the con- 
cerns not returning questionnaires, showing a grand total of 13,583 persons employed 
directly in the enameled kitchen utensil business during the year 1920, and a normal 
force 01 approximately 15,000 people. 

The tabulation of wages paid by the various concerns in the various lines of work 
in the industry show quite a variation, due undoubtedly to different methods in vogue 
in different factories; also due to local conditions and to the fact that some plants- 
employ women for certain lines of work where men are used exclusively in others. 
Tabulations have been made on the basis of a 10-hour day, and the average for the 
20 factories reporting shows wages paid of from $7.65 per day for machine-shop 
enaployees down to $3.75 per day for sorters and wrappers (female). 

The average wages paid per hour in the entire industry figiure at the rate of 57i 
cents per hour, as determined by these calculations. 

Agamst this we have tabulated the present German rates for the same classes of 
worJc, as taken from the detailed schediile of wages for machine industries, foundries, 
enameling works, etc., the highest rate on this schedule being taken in each case. 
Figuring the mark at a valuation of 2 cents in United States currency — which is 
much highor than its value to-day — it is shown that German workers are being paid 
the equivalent of 5 to 9 cents per hour in American money, or an average of 7§ cents 
per hour. 

In other words, the cost of labor in Germany to-day, basing the value of the mark 
at 2 cents in American money, is just one-eighth what it is for the same work here. 

The questionnaires tabulated snow an average ratio of labor cost to the total cost 
of production of 374 P®r ce^t- Adding onto this the indirect labor, such as clerks, 
foremen, office force, etc., it is seen that the total cost of labor in the enameling indus- 
try in the United States is easily 50 per cent of the total cost of production. 

The present duty is based on the exchange value of the money of the country from 
which the ^ipment comes, as determined on the day of shipment from the home 
port. Consequently, with the value of the mark at less than 10 per cent of its normal 
value, the present duty of 25 per cent is in reality less than 2^ per cent when trans- 
lated into United States values. 

With reference to the other 50 per cent cost of manufacturing enameled ware, it 
would appear from calculations made from our own cost figures for last year, that thia 
was divided almost equally between stamping materials, such as steel, hoop iron, 
Avire, etc., and the other raw materials such as chemicals, fuel, packing, and wrapping 
materials, etc. 

Regarding these raw materials, the comparative cost as between Germany and the 
United States is very much affected by the question as to whether they are produced 
in Germany or are purchased from the outside world, either in the raw or semifinished 
form. 

From the data we have, those which are produced in Germany almost without 
exception stand at a lower cost value (even figuring the mark at par) than the same 
materials in the United States. Germany has long been known as a producer of the 
various chemical products entering into the manufacture of enameled ware, glassware, 
etc., such as soda, potash, various coloring oxides, etc. Likewise, it is self-containea 
as to feldspar, fluorspar, silica, etc., whicn largely make up the enamel mix. 

Also, as to the steel used as. the base for our j^roduct, it would appear that the bulk, 
if not all, of the steel used in Germany to-day is self-produced. 

The only important materials which Germany is ooliged to purchase on the outside 
are borax and oxide of tin. 

Translating the cost of raw materials into United States values, basing the mark at 
2 cents, the same situation applies to the 50 per cent of the cost of maniuacture repre- 
sented bv raw materials as applies to the labor cost. In other words, the cost for 
export when translated into American dollars, is so low that any duty that might be 
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impoeed woiild be of little avail in preventiiig our market from beiilg flooded, unless 
such a duty were to be based upon the value of the goods as producedin this country, 
rather than on the value in Germany with duty figured on the depreciated rate of 
exchange as is the case at the present time. 

The exchange situation is such a complicated one, and one that is bound to vary 
as the months go on, that it is impossible to suggest any rate of duty that would protect 
us at this time, unless such a rate were based upon the cost of production here. If it 
were possible to obtain a duty of this kind, it would appear as if a rate of 80 per cent 
would not be any too high to cover the present situation. (In this connection we 
understand Spain has recently placed a duty of 100 per cent on the importation of 
enameled ware to protect the several enameled-ware factories established tnere during 
the war.) A report from London, dated March 1, is to the effect that the House ol 
Commons^ with the consent of the Government, decided that the German reparation 
bill, providing for a sufficient levy on the purchase price of imported Grerman goods, 
shall not come into effect until March 31, the measure having passed its second reading 
in the Commons on Monday last, March 14. 

From the information above eiven, your chairman offers as a suggestion for the 
committee's consideration the advisability of advocating what it would appear now 
to be the opinion of those in Congress who hiave given the subject of tariff consideration : 

1. The importance of advocating an enactment of an antidumping bill prior to full 
consideration of a revised tariff, covering the importation of foreign-made goods, taking 
American valuation of home product as a basis for duty purposes. 

2. The passage of a measure as an amendment to the existing tariff law which woul d 
assess duties on the basis of value in American dollars at port of entry, instead of the 
value of the fair market-selling prices in the coimtries in which goods are produced; 
that a duty of not lees than 80 per cent be asked for. 

81527— 22— BCH 8 ^18 
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Macfarlane a Robinson (Ltd.), 

New York, March 29, 1921, 
Mr. Henrt C. Millioan, 

The Republic Stamping & Enameling Co,, Canton, Ohio, 

My Dear Mr. Miluoan: I duly received your wire of yesterday requesting infor- 
mation r^nrding the selling prices of German-made white enameled ware for kitchen 
and hous^old purposes, and hasten to state that the prices which are being made to 
the wholesale and export trade figure in most cases about 100 per cent lower than 
the fair market selling prices of similar American-made eoods. Consequently, our 
branch office in New York has been put almost completely out of business. Ab to' 
export trade, we are absolutely doing nothing, as we find it impossible to compete 
with the prices being made W German manufacturers. 

It would seem that the different producers of enameled ware have formed sort of a 
combination, the prices being almost uniformly the same by all manufacturers. I 
am gi\'ing you below a few staple lines with which the prices being made, and which 
speak for themselves. Should you require the complete schedule for the entire line, 
bndly advise me and I will prepare the same for you. 

The German selling prices to the trade are all fig:ured iper piece, and are computed 
for comparison per dozen, the same as the Amencan prices are figured, per dozen. 
In converting these figures, I have taken the value of the mark at 2 cents American 
money. 

American style or pattern. 





Size. 


Per dozen, net. 


Item. 


German 
prices. 


American 
prices. 


Washhusins , . . 


No. 28 


$1.80 
2.05 
2.26 
2.60 
2.65 
3.25 
.90 
1.02 
1.20 
1.40 
2.25 
2.65 
3.20 
3.80 
4.70 
5.55 
7.10 
5.90 
7.25 

aoo 

8.80 
1.60 
1.45 
1.85 
2.25 
2.60 
3.20 
3.80 
4.50 


$4.32 


Do 


No.30 


4.96 


Do 


No.32 


5.76 


Do 


No. 34 


6.72 


Do 


No. 36 


7.85 


Do 


No. 40 


9.28 


StraMit seamless caps 


*-plnt, No. 7 . . 


2.00 


Do....'. 


-pint, No. 8 


2.40 


Do 


-pint, No. 


2.80 


Do 


4-nlnt. No. 10. ..!... ! 


3.75 


Our No. 1 chambers , . 


No\l8.... 


5 12 


Our No. li chambers 


No.20 


6.40 


Our No. 2 chambers 


No. 22... 


7 04 




No. 24 '..".'".".".'.'.. 


7.68 


Onr7^Xt»rtpi*^fiifn 


No. 13, 1.5 liters 


9.60 


Our SfAiaari pitchers 


No. 15, 2.6 liters 


10.80 


fHir3§-<iuarti>ltrhw8 


No. 17, 3.7 liters 


12.80 


0iir2s)nartteakettJes 


No. 20, 2. 1 liters I 


10.50 


Our S-qusrt teakettles 


No. 22, 2.6 liters..! 


12.00 


Om'4-qaartteaketUes 


No. 24, 3 liters 


12.80 


Our ^oart teakettles 


No. 26, 4.4 liters !.!.... 


14.40 


Soap (ush with drainer 


No. 60.... 


3 00 


Our" iwjnart Mpppd jMMicepans 


No. 14 


3.52 


Our lf<)uart Upped saucepans ,. 


No. 16 


3 84 


Our iHjoart lipped saucepans 


No. 18 


4.32 


Our 2|H[Iuart lipped saucepans 


No.20 


4 80 




No. 22 


5.44 


Onr 4-<]uart lipped saucepans. . * . . , ^ . . . ^ . 


No. 24.... 


6.24 


Our 5-quart lipped saucepans 


No.26 


7.04 
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The following original letters and data covering Exhibits 1 to 9 were submitted to 
Hon. John Q. Tilson, chainnan of subcommittee of the Ways and Means Committee, 
at Washington, D. C, Friday, March 25, 1921: 

DOMESTIC EXHIBITS. 

Exhibit 1. — Comparison of labor costs in Oermany and United States. 
[Taidng the mark on basis 2 cents in United States currency.] 



United 

States, 

per hour. 



Germany, 
per hour 
(value 
mark at 
2 cents). 



Germany, 
in marks. 



Machinists 

Pressmen 

Spinners, headers, small punch presses. 

Riveters and welders 

Picklers 

15ippers (average of men and girls) 

Inspectors (girls) 

Burners 

Sorters and wrappers (female) 

Packers 

Common labor 

Average wages per hour 



Cents, 
9 
9 
8 

? 

6i 
5 
9 

5 

n 



4* 
4 



11)631 



ll)81i 



In other words, the cost of labor in Germany to-day, basing the value of the mark 
at 2 cents American money, is just one-eighth what it is for the same work here. 

The labor rates taken to represent the German costs are taken from the detailed 
schedule of wages for machine industries, foundries, enameling works, etc., the highest 
rate being taken in each case and the mark figured at a value of 2 cents in United 
States currency, which is much higher than its value to-day. 

ExHiBrr 2. — TabulaHon of wages paid in 20 enameted-ware factories in United S totes ^ 

January^ 1921. 



[Basis: 


10 hours per day for 


men.] 








Factory No. 


Machin- 
ists. 


Press- 
men. 


Spinners, 
headers, 
punch 
presses. 


Riveters 

and 
welders. 


Pickelers, 
male and 
female. 


Dippers, 
male and 
female. 


1 


38.50 
7.00 
&50 
7.50 
8.00 
8.50 
7.50 
6.90 
7.00 
7.50 
7.00 
7.50 
8.00 
8.10 
6.65 
7.00 
8.50 
9.00 
6.00 
a25 


38.50 
6.00 
7.25 
6.00 
7.30 
5.50 
6.00 
5.90 
7.25 
&00 
6.50 
6.30 
6.25 
6.30 
4.25 
6.70 
5.00 
6.60 
6.65 
7.20 


$7.00 
7.00 
7.25 
6.00 
6.00 
4.75 
6.00 
6.50 
5.50 
7.50 
6.25 
6.75 
7.00 
5.40 
4.00 
6.70 
4.50 
5.20 
7.75 
6.65 


34.50 
6.00 
6.75 
6.00 
5.25 
7.00 
4.00 
6.55 
7.10 
7.50 
5.76 
5.20 
6.25 
4.20 
5.85 
6.85 
4.50 
4.00 
6.65 
7.20 


36.30 
8.00 
7.75 
5w75 
5.60 
5.50 
5.00 
7.65 
4.50 
6.60 
6.25 
4.50 
6.15 
6.75 
6.20 
5.30 
4.50 
6.26 
&00 
4.20 


$4.50 


2 


4.00 


3 


6.50 


4 


6.75 


6 


4.50 


6 


3.90 


7 


6.00 


8 


5.90 


9 


7.50 


10 


7.00 


11 


6.00 


12 


6.35 


13 


6u2S 


14 


4.80 


15 


2.80 


16 


5.95 


17 


3.75 


18 


6.90 


19 


7.20 


20 


6.65 






Average for 20 factories, per day 

Average for 20 f^tories, per hour 


7.65 
.76J 


6.47 
.65 


6.18 
• .62 


5.85 
.58* 


6.78 
.58 


5.36 
.63* 
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Exhibit 2. — Tabulation of wages paid in tO enatneUd-vxtre factories in United States, 
January, 1921 — Continued. 



Factory No. 


Inspec- 
tors, 
male and 
female. 


Bmners. 
male and 
female. 


Female 

sorters 

and 

wrappers. 


Packers. 


labor. 


1 


ia.15 
5.30 
6.75 
5.00 
3.50 
4.00 
4.00 
5.95 
5.00 
6.00 
7.00 
4.00 
4.65 
5.30 
3.25 
5.00 
3.35 
5.90 
5.00 
5.00 


ISwOO 
6.50 
6.75 
6.25 
6.00 
6.50 
6.00 
8.00 
7.00 
8.00 
9.00 
8.35 
8.00 
6.00 
5.00 
6.90 
5.50 
&75 
7.75 
6.65 


13.60 
4.00 
5.50 
5.00 
3.50 
Z50 
4.00 
3.60 
3.00 
4.40 
3.75 
3.85 
6.30 
3.30 
3.50 
3.00 

aoo 

5.65 
6.55 
3.35 


17.00 
8.40 
6.00 
6.00 
5.00 
5.00 
5.00 
5.90 
6.60 
7.90 
6.25 
6.75 
6.35 
4.70 
3.50 
6.00 
a35 
6.25 
6.65 
6.20 


15.00 


2 


6.60 


3 


6.60 


4 


6.00 


5 


4.60 


6 


4.60 


7 


6.00 


8 


6.00 


9 


6.00 


10 


6.15 


11 


6.50 


12 


4.00 


13 


6.25 


14 


6.00 


15 


2.90 


M ; ; .*...; 


4.60 


17 


3.36 


18 


6.00 


19 


4.25 


20 


8.80 






Average for 20 factories, per day 


4.56 
.45i 


7.06 
.70J 


a 75 
.35J 


6.84 
.58J 


4.74 


Average for 20 factories, per hour 


.47 J 









Exhibit 3. 












Year 1920. 


Normal times. 


Cost Of fuel. 


Rati9 
labor cost 
to total 
cost of 
produc- 
tion. 


Factory No. 


Num- 
ber 
male 
em- 
ployees. 


Num- 
ber 

female 

em- 
ployees 


Num- 
ber 
male 
em- 
ployees 


Nnm- 

l>er 
female 

em- 
ployees. 


Coal per 
ton. 


Fuel 
oilpcr 
gallon. 


Gasper 
Mfeet. 


1 


217 
279 
260 
172 
300 
138 
400 
400 
466 
738 
110 
825 
254 
52 
62 
371 
450 
610 
200 
360 


141 

111 

75 

60 

100 

64 

100 

100 

183 

182 

30 

327 

62 

17 

18 

62 

200 

304 

75 

120 


900 
380 
250 
172 
365 
138 
400 
360 
466 
738 
145 
825 
200 
52 
58 
371 
450 
610 
200 
375 


300 

140 
75 
50 

125 
64 

100 
75 

183 

182 
35 

327 
40 
17 
12 
62 

200 

304 
75 

150 


$5.00 
5.25 
9.00 




$a65 


PerctfU. 
40 


2 


40 


J::-:::::::;:;:;::::::;::::::: 




1.20 


33) 
37 


5 








28 


8 


5.00 




.52i 


28 


7 


28 


8 


9.00 
4.35 
6.75 
$4.00-12.00 
3.60 
5.20 


id'ioi" 


1.10 
.65 


40 


9 


10 '. '.*.*..*.***■ 


39 


11 


60 


12 






40 


13 




.70 


44 


14 




15 !.!.!.! 








31 


1ft 










17 


4. oo-ia 75 


1.06J 






18 




34 


19 '..'..'" 


\ 






34 


20 


4.70 




.43 


37 


Total 20 factories reporting 


6,654 
2,000 


2,321 
750 


7,445 
2,000 


2,516 

750 


17)637 


Estimate 6 coiicems not report- 


' 






Total factory employees- . 
and female 


8,654 


3,071 
11,725 

1,758 


9,445 


3,266 
12,711 

1,906 




Superintendents, heads of de- 
partments, and office help, at 






Grand total estimated 
ntunber employees 




13,583 




14,617 




Grand average..". 




37i 
12) 


Ubor overhead, clerks, fore- 
men, etc. (estimated) 
















Total labor, inchiding 
overhead, in propor- 
tion to all expenses 
















60 





















iPrel^t. 
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fobbign exhibits. 

Exhibit 5. 

PntNA, den tS January mu 
Messrs. Macparlane & Robinson (Ltd.)) 

76-78 Southwark Street^ London 8. E. 
Dear Sirs: In receipt of your favor of 11th instant, we beg to infonn you that the 
approximate wages for labcnr paid now in our works are as follows for 46 hours: 

Mariu. 

Girls — dipping 160 

Men — dipping 250 

Burning 290 

Girls — damping 100 

Men—Stamping 350 

Sachs, Euaillirwerke, Gebr. Geblbb. 



Exhibit 6. 

RoNNEBT, Sweden, January 17, 19tl. 
William Macfarlane, Esq., 

Kampen HoiLse, 76-78 SouthvHirh Street, London, S. E. 
Dear William: Your kind letter of January the 11th reached me just now, and 
with regard to the wages we pay for labor, I beg to give you the following information: 

Kroner. 

Girls— dipping, 48 hours 43. 20 

Men — dipping, 48 hours 72. 00 

Burning, 48 hours. . . » 82. 00 

As a whole, we pay just as much as you, probably a little more. It depends on the 
value of your pound. 

At the same time, dear William, I would like to inform you that I have retired from 
my position on the 1st of January. Mr. Gieseke is now my successor. At ihe end of 
January I will travel to Dresden, where I intend to take my permanent residence in 
the summer. I will give you my address as soon as I know it myself, and if you visit 
* The Sachsische Emaillirwerke " do not forget to pay me a visit. Hans will acd>iD- 
pany me to Dresden in order to see the place where I will live in future. He is then 
going back to Hughes in London and will take his way via Paris. 

Mr. Erik Kockum, who is one of the directors in our concerns, intends to visit 
London in the beginning of February. I have given him your address and if he calls 
at yoxir office, I am sure you will be to him as fnendly as possible. 

I hope you and your dear family are in good healtJi. We have had a quiet 
X-mastime. All the children have been at home and we have made it as pleasant as 
we could for them, as it was the last X-mas we spent in Sweden. 

Albert Voltmer. 



Exhibit 7. 

Foreign Office and Board of Trade, 

London, S. W. /., January U, 19tt, 
Messrs. Macfarlane & Robinson (I>td.), 

Kampen Houae, 76-8 Sovihuarh Streci, S, E. 1. 
Gentlemen: With reference to your letter of 13th January, I have to inclose here- 
with a tariff of the rates of wages paid in the enameled hoUowware industiy and allied 
industries in Germany. I have to add that these rates have been in force in the 
Dusseldorf area since April last, and can be taken as representative, though, if any- 
thii^, the)r are slightly higher than those paid in other districts. 

Wnere piecework rates are resorted to, which is the general rule, it is stated that 
an average worker can earn at least 15 per (rent more than the average hourly rate. 

J. S. Andrews, 
For (he Comptroller General. 
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METALS AND MANUFACTURES OF. 1881 

MACHINE INDU8TRIB6, JfOUNORIBS, LOCOMOTEVB, WAGON, AND ALUBO INDUSTRIES, 

AND BNAMEMNG WORKS. 

Class 1(a), skilled workers having a certificate of proficiency who can prove 
to have had a long and \'aried experience and practical training, capable 
of working independently in their trade. Doubtful cases are decided by 
a commission of experts: 
Wages per hour— Marks. 

For workers over 25 years 4. 30-4. 50 

For wOTkere from 21 to 25 years 3. 70-4. 30 

For workers who have finished apprenticeship up to 21 years 2. 90-3. 20 

Class II(a>, skilled workers without a certificate of i)roficiency: 
Wages per hour — 

For workers over 25 years of aue 4. 10-4. 30 

For workers from 21 to 25 years 3. 60-4. 10 

For workers from 19 to 21 years 2. 80-3. 10 

For workers from 17 to 19-years 2. 50-2. 80 

Claas Ill(a), trained workers: 
Wages i)er hour — 

For workers over 25 years of age 3. 85-4. 05 

For workers from 21 to 25 years 3. 55-3. 85 

For workers from 19 to 2 1 years 2 . 70-3. 00 

For workers from 17 to 18 years 2. 40-2. 70 

Class I V(a), helpers or mates: 
Wages per hour — 

For workers over 21 years of age 3. 55-3. 85 

For workers from 18 to 21 years 2. 70-3. 00 

For workers from 16 to 18 years 2. 40-2. 70 

For workers from 14 to 16 years 1. 90-2. 20 

Female workers doing men's work receive 20 per cent less than do male workers of 
the same class. 

Classification in the sheet and metal punching and enameling trade, 

(a) Mechanical workshop: Class. 

Turner 1(a) Ill(a) 

Fitter 1(a) Ill(a) 

Smith 1(a) 11(a) 

Hammerman m(*) 

Planer 1(a) Ill(a) 

Milling cutter 1(a) Ill(a) 

Saddler (Sattler) 1(a) Ill(a) 

(b) Punch and planishing works: 



1(a) Ill(a) 
1(a) IV(a) 



Cutter cutting roundson circular shears Ill 

Cutter operating plate shears ^^H^} 

Cutter oi>erating vertical shears Il( a) 

Scrap binder and waste stamper ni(a) 

Cutter Ill(a) 

Trimmer Hlfa) 

Straigfatener 1(a) ni(aj 

Hollow metal worker and drawer Ifa> Ill(ft) 

Warm plate puller (warmeinzeiher) 1(a) * Ill(a) 

Black sheet iron pressor 1(a) Ill(ft) 

Aluminum pressor 1(a) * 11(a) 

Grinder ana polisher 1(a) Ill(a) 

Annealer or fumaceman 11(a) 

(c) Plumber's workshop: 

Plumber 1(a) Ill(a) 

Cutter 1(a) Ill(a) 

Piercer IV(a) 

Electro-welder 11(a) III(a} 

Oxy-acetylene welder 11(a) Ill(a) 

Setter (anschlaeger) 11(a) 

laopleonigv per how. 
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1882 TAETFF HEARINGS. 

(d) Enamel works: Claas. 

Picklers * Ifa) 

Hollow metal worker Ifa) ni(a) 

Ground and finished enameler Ifa) IllCa) 

Ground and finished burner. 1(a) ' Ill(a) 

Furnace boy * IV(a) 

Edger Ill(a) 

Sorter and improver Ilfal in(a> 

Enamel painter 1(a) Ill(a) 

Miller 1(a) 11(a) 

Smelter 11(a) » Ill(a) 

Generator attendant • Ilia) 

Furnace stoker • Ill(a) 

Annealer Il(a) 

Box maker 1(a) Ill(a) 

Packer 11(a) Ill(a) 

* Weigher '. Ill(a) 

Assembler 11(a) 

First assembler ^ Ufa) 

Warehouseman ^^ W 

Female picklers * 1(a) 

Women cleaners in pickling shops • 1(a) 

Special female workers. 
Wages per hour: Marks. 

For female workers over 21 years 2. 50-2. 70 

For female workers from 16 to 18 years 1. 70-1. 90 

For female workers from 18 to 21 years 1. 90-2. 10 

For female workers from 14 to 16 years 1. 40-1. 60 

In special female workers are included: Auftra^gerinnen (Japanners), edgers, 
electro-oxy-acelArlene welders, assemblers, printers, machine workers, cleaners in 
pickling shops {plus 10 ptfennlng per hour bonus, aprons, and clogs), and sprayers. 

Helpers or mates (females). 
Wages per hour: Marks. 

For female workers over 21 years 2. 40-2. 60 

For female workers from 18 to 21 years. 1. 80-2. 00 

For female workers from 16 to 18 years 1. 60-1. 80 

For female workers from 14 to 16 years 1. 30-1. 60 

To these belong cleaners, washers, packers, other helpers. 

SPECIAL PROVISIONS. 

1. Payment of child allowance. 

The child allowance is 1 mark per shift, and is payable for all children up to the 
age of 14 years, inclusive, or to the age of 16 years, inclusive, if still at school. 

For weak and sickly people this child allowance is also paid above the age of 16, 
in so far afi they are incapable of earning a living. A child allowance is also paid in 
the case of sole supporters of families. 

2. Regulation concerning bonuses for foremen and gangers foremen, and gangeiB 
working on piece work receive an hourly extra of not less than 20 pfenning. 

Foremen and gangers not working on piece work receive an extra payment of not 
less than 40 pfenning per hour. 

mCRBASBD COST OF UVINQ BONUS FROM APRIL 16, 1920. 

This bonus is simply an additional payment per hour, the piece-work basis remain- 
ing the same as before. 

s Clothing bonus (suit, apron, clogs, and robber gloves). 

* 20 pfennigs per hour for self-stoking and 20 pf eimigs per hour for heating. 

* 10 pfennigs per hour for beating. 

» 30 pfennigs per hour for self-stoking. 

* 20 pfennigs per hour bonus. 

' Pius 10 pfennigs per hour bonus. 

« Less 20 per cent and clothing bonus (apron, dogs, and rubber gloves). 

* Less 20 per cent and 20 pfennigs per hour, clothTng, bonus, aprons, and clogs. 

Digitized by VjOOQLC 



METALS AND MANUFACTURES OF. 1883 

(a) Male workers coming under the tariff (including apprentices) receive as fol- 
lows, per hour: 

Marks. 

From 14 to 16 years of age 0. 20 

Prom 16 to 18 years of age 30 

Above 18 years of age 40 

Above 19 years of age 60 

Above 20 years of age 80 

Above 21 years of age 1. 00 

(b) The increased cost of living bonus for female workers is as follows, per hour: 

Marks. 

For workers above 25 years of age 0. 80 

For workers above 21 years of age 50 

For workers from 18 to 21 years of age 30 

For workers from 14 to 18 years of age 20 

Workers above the age of 23, who are sole supporters of their family, receive a bonus 
of 1 mark per hour. 

Exhibit 8. 

Macfarlanb & Robinson, (I/rD.)« 
London, England, February 11 y 19tl. 
H. C. MiLLiGAN, Esq., 

The Carlton Motel Pall Mall, S. W. 

My Dear Mr. Milugan: ronfinnin^ our recent conversation, I should like to put 
on record the very disastrous comj[>etition from which all British manufacturers of 
enameled ware are at present suffering from German and Austrian exports, owing to 
the low value of the mark. 

Last year approximatelv £500,000 worth of German and Austrian enameled ware 
was shipped and delivered in this country at prices at least one-third under the Eng- 
lish cost of production. This business is. of course, quite profitable to the Continental 
manufacturers, in view of the fact that they are able to obtain their necessary supplies 
of raw materials in their own countries and the value of the mark is much higher tnere 
than is represented by the international exchange. They can thus easily afford to 
do business at the low prices charged. The result is that English manufacturers are 
working at a loss and have been compelled to partially close down. 

As w as our own firm is concerned, we are only at present working 22} hours per 
week and our experience is by no means in the common. 

The British Association of Hollowware Manu^turers has already sent a deputation 
to the secretary of the board of trade, as it is absolutely essential that this British 
industry should be afforded a sufiScient measure of protection against Continental 
"dumping." Further, and apart from capitalistic or manu^turers' interest, it is 
most essential that employment should be found for our workers and the State be 
saved payment of the present unemployment allowance. 

The writer feels sure from his conservation with you that you entirely concur in 
these views. 

William A. Macfarlane, 

Managing Dixecior. 



ExHiBrr 9. 

George A. Rotlb & Co., 
London, W. 14. February 10, 1921. 
Henry C. Milugan, Esq.. 

The Republic Stamping 6c Enameling Co., Canton, Ohio. 
Dear Sir: With reference to our conversation of Monday last upon the serious 
German competition already being experienced, it is perfectly evident that unless 
something is done to protect the enameled hollowware industry outside of Grermany, 
the German manufacturers will not only very soon have recovered their lost markets 
but will obtain a still greater hold of the world's markets than they already possessed 
before the war. 

Notwithstanding that wages in the German enameled ware industry have been 
considerably advanced over the prewar scale, yet these wages are still very much 
lower than those now paid in other countries. 
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The present German rate of wages per hour varies with the experience and afce of 
the workers, rannng from mark 2.70 per hour for helpers or mates to mark 4.50 lor 
skilled workers naving a certificate of proficiency. Youths and female labor is 
paid on a correspondingly lower scale. In addition to the regular wages there is an 
** increase cost of living* * bonus, and a special allowance for married men with families. 

A further and most serious matter to be contended with is, of course, the great 
depreciation in the value of the mark. German manufacturers * prices are at present 
being quoted plus an advance of 550 per cent, but with the rate of exchange with 
the Umted Kingdom ranging around about mark 240 to pound sterling, the goods can 
be landed in this country at prices against which other manufacturers can not possibly 
compete, and with the adverse American rate of exchange, Canadian and American 
manufacturers are now completely shut out of the United Kingdom market. It is 
stated by merchants here that even if the German prices were quoted plus 1,000 per 
cent advance, they would still be strictly competitive. 

Mr . liloyd George has stated he has an uneasy suspicion that Germany is not trying to 
stabilize her money, and it is an undoubted fact that whilst the German mark remains 
at the present low value outside of Germany, the Germans are in a specially favorable 
position to compete against all other nations, whilst at the same time recei\'ing an 
enormously h^gh-mark value for their exports. 

As a striking instance of this, a German competitor in our line of goods is offering 
hurricane lanterns at mark 35.50 each, D/D Hamburg. At the present rate of ex- 
change this works out at 36/-37/ per dozen D/D Hambmg, or mark 426 per dozen . 1 he 
prewar price of this same lantern was mark 22 per dozen, D/D any town in the United 
Kingdom. It will be readily seen that this represents an enormous appreciation in 
the mark value received in Germany over prewar rates, this manufacturer now 
receiving mark 426 for 1 dozen lanterns without having to pay the freight to England, 
whereas previously he only received mark 22, which included freight charges to any 
United Kingdom town. Comment is needless. 

The mark is still a mark in Germany, and with such a high return for her exports, 
it would appear that Germany within a very short period will attain a position which 
must be very dangerous to the manufacturers of other industrial nations. 

A high tariff wall against German-made goods, or alternatively restriction or pro- 
hibition of imports of German-made goods, appears to be the only means by which 
this most unfair German competition may be countered, unless our statesmen can 
find a means to stabilize the exchanges. 

During 1919 and the early part of 1920, a greatly increased trade in enameled hollow- 
ware was being done by (Canadian and American manufacturers with this country 
whilst the overseas demands for these products were far greater than the capacity of 
the factories could meet. But with the reappearance of German-made enameled 
ware on the world 's markets, the demand quickly fell away in the sunmier of 1920, 
and many contracts were canceled in favor of German goods. 

According to the table of imports of hardware and cutlery into the United Kingdom 
during December last, the following figures prove how Germany has completely cut 
out (Canadian and United States enameled hollow- ware manufacturers: 





Quantity. Value. 

1 


Quantity. 


Value. 


Hollow ware, wrought enam- 
eled: 
Oemiany , 


Tom. 
366 

1 
2. 


£33,301 
'l65 
329 


Hollow ware, wrought enam- 
eled—Continued. 
Sweden 


Tons. 
21 
42 
26 


£2.495 


Canada.'. 


Netherlands.... 


5,600 


United States 


Belsium .... 


5,747 









In other hardware lines Germany is showing similar heavy importations over other 
countries, and unless something is done to check this flow of German exports, the 
Allies may receive some part of the proposed indemnity, but many important indus- 
tries outside of Germany must be crushed out of existence. 

Gborob a. Rotlb & Go. 
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STEEL SAWS. 

[Paragraph 340.] 

STATBMENT OF H. C. ATKINS, OF THE E. O. ATKINS CO., INDIAN- 
APOLIS, IND. 

Mr. Atkins. Mr. Chairman^ following the suggestion made by the 
chairman of this committee this mormng to be brief and concise, I 
have conferred with the representatives of Henry Disston & Sons, 
of Philadelphia, and the Smions Manufacturing Co., of Fitchburg, 
Mass., who are both here, and speaking for my own company 7 
hurriedly prepared a statement for your committee. 

Senator Watson. Representing all of you ? 

Mr. Atkins. Yes; representing all three of us. 

Senator Smoot. Give me the names, please. 

Mr. Atkins. Henry Disston & Sons, of Philadelphia. 

Senator Smoot. And the names of the other companies ? 

Mr. Atkinb. I do not think their names are down on to-day's list. 

Senator Walsh. Who is representing the Simons Manufacturing 
Co.? 

Mr. Atkins. Mr. Fox. 

Senator Smoot. Proceed, Mr. Atkins. 

Mr. Atkins. We ask that all saws carry an ad valorem rate based 
on the American valuation of 25 per cent, except band saws, which 
should carry at least 35 per cent ad valorem, and steel strips, tem- 
pered only or tempered and polished, a specific duty of 10 cents 
per pound and 20 per cent ad valorem. 

Senator Smoot. That is on jewelers' saws ? 

Mr. Atkins. No; those rates would apply to saws for sawing 
metal, band saws for sawing metal or band saws for sawing wood. 
•This is on paragraph 340. 

Senator Smoot. You want on band saws 35 per cent ad valorem ; 
on the other saws you want 25 per cent ad valorem ? 

Mr. Atkins. Yes; and then on tempered only or tempered and 
polished, band-saw steel, 10 cents a pound and 20 per cent ad valorem. 

Senator Watson. That is a new item in there, is it not ? 

Mx. Atkins. -Yes; and to explain that, the situation has been in 
the past that band-saw steel, tempered only, or tempered and pol- 
ished, has been imported into this country and sold directly to the 
users of sawmills for their filers or the employees in their filing room 
to make up into finished saws, thereby putting a large amoimt of 
equipment out of commission in the saw factories. 

It would not be so bad if that had been accustomed to coniing in 
under that sort of a valuation. But it does not always do it. In 
fact, for a great many years the importations of band-saw steels so 
specified were almost negligible, whereas there was a large quantity 
of that material coming mto the country continually and being used 
for that piu-pose. 

Under the Payne-Aldrich bill ample protection was provided imder 
the then existing conditions, which are changed by foreign exchange 
conditions now to some extent. The Underwood bill oflFered no 

Srotection, but was practically inoperative owing to the war con- 
itions. At the beginnning of the operation of the Underwood bill 
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saws began to come into the country in quantities considerably in 
excess. 

Now, Canadian tariffs carry 30 per cent on saws. We operate a 
factory in Canada and we can make our saws over there, paying 
Canadian dollars for our work, and sell in the United States for United 
States dollars, and with the present duty now in effect it would just 
about even things up. 

Under this bm it is difficult for me to tell where band-saw steel 
properly belongs, whether under paragraph 316 or paragraph 315; 
ancl as a siiggestion, referring especially to paragraph 316, after the 

word ''platinimi'' in line 2, page 49 

Senator Watson. You have the bill which was introduced as it 
passed the House ? 
Mr. Atkins. Yes. 

Senator Watson. That is where the mistake occurred. What is it 
you want ? 

Mr. Atkins. Where the rates of duty are intended to cover band- 
saw steel there should be specific reference to steel strips in coils or 
otherwise, if tempered or tempered and poUshed, carrvmg a specific 
duty of 10 cents per pound and 20 per cent ad valorem, for the 
reasons given. In the old Dingley bill that carried a specific and an 
ad valorem duty, and it also did m the Payne-Aldrich bill. 

The wage situation is reflected acciu-ately in the foreign com- 
petition, and in oiu* industry, for example, the wages paid here and 
abroad compare as follows: On our sawsmiths, from 65 to 80 cents an 
hour; in Europe, 31^ cents. For machinists, machine operators, 
from 55 to 80 cents; in Eiu^ope, 28 cents. On ordinary labor, 35 cents 
per hoiu* — and I have put that down to the lowest limit — ^Europe, 19i 
cents. Those European wages are not German wages; they are wages 
paid in France. 

Senator Smoot. Do you pay your employees in Canada the same as 
you pay your employees in the United States ? 

Mr. Atkins. Nearly the same. There is not very much difference 
between Canadian wages and wages paid in the United States; 
that is, with our class of help. 

Senator Walsh. Have all the saw manufacturing concerns plants 
in Canada ? 

Mr. Atbgens. No; not all of them. The Simons Manufacturing Co. 

has and Henry Disston & Sons have. We, also, have a factory at 

Hamilton, Ont. Then there are two other good-sized plants in 

Canada operated by Canadians. 

To make a comparison between our own costs and foreign selling 

f rices, we took, for instance, a band saw costing us 85 cents per foot, 
^eugeot Freres in France sells that now at 45 cents per foot. If duty 
were collected on the 15 per cent American valuation it would amount 
to 16 cents per foot, a total of 61 cents as against our cost of 85 cents. 
On hack-saw blades, 12-inch by three-quarters, 22 gauge, our 
cost is* $7.90 gross. Ritzsche & Co., of Frankfort, are sellinfl; those 
blades at 3 francs 60 centimes per dozen, or $3.24 a gross. ABowing 
15 per cent American valuation of $1.21, would leave those at $4.45. 
In neither of those cases has any account been taken of landing 
charges. That would amount to something, although the ocean 
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freight on either article is not of very much concern, because the ocean 
freights would be small. 

^ a comparison of selling prices, on three sizes of narrow band 
saws, five-eighths, l-inch, ana 2-inch, our extreme price is $1.51, 
compared to the BVench price of 65 cents for the same items. Fifteen 
per cent American valuation added to the foreigner's price is then only 
88 cents. 

Senator Smoot. Mr. Atkins, if you can pass in your brief which you 
desire to file I wish you would do so and not take up the time of the 
committee right now. 

Mr. Atkins. All right, sir. I would rather copy it before pre- 
senting it, if I may be allowed to do that. 

Senator Smqot. You may copy it and change it in any way you 
desire and file it as a part oi yoiu: remarks. You may also take your 
time in doing it. 

Senator T^tson. Is that all you care to say now, Mr. Atkins ? 

Mr. Atkins.- Just one other thing, and that is. this: The rates of 
duty, if this measure is a protective measure, should be protective 
in our industry as well as other industries because we can not buy 
in one market and sell in another. If it is a protective policy, then 
I feel, and all of us feel, that our industry should have adequate pro- 
tection, as under the Payne-Aldrich bill or under the Dingley bill. 

BRIEF OF H. C. ATKIHS, RBPRBSElfTnrO SAW If AVXTFAOTURSBS OF THE 

TJHITED STATES. 

We appear before your committee in reference to the tariff on saws, paragraph 340, 
House Bill 7456, and paragraphs 315 or 316, whichever paragraph applies to biuad saw 
steel in strips. We represent an industry employing in its business invested capital 
of 20,000,000 to 25,000,000; 6,000 to 7,000 workers, exclusive of office and sales em- 
ployees; with an output of 25,000,000 to 30,000,000 in product. 

Under the Payne-Aldrich bill ample protection was provided under the then 
existing conditions, which have since been changed by the condition of foreign ex- 
change. The Underwood bill offered no protection but was practically inoperative 
owing to war conditions. Canadian tariffs carry 30 per cent on saws. We can manu- 
facture saws in Canada in our Canadian factory, paying Canadian dollars for labor, 
and sell in the United States at United States prices in American dollars at about 
even figures, as the duty is offset by the exchange rate. 

We ask that sH saws carry an ad valorem rate based on American valuation of 25 
per cent, except band saws, which should carry at least 35 per cent ad valorem, and 
steel stripe tempered or tempered and polished only should carry a specific duty of 
10 cents per pound and 20 per cent ad valorem. 

The wage situation is reflected accurately in foreign competition. In our industry, 
for example, wages paid here and abroad compare as follows: 



Type of labor. 


States ' *'""'P6 

1 


Stwsmiths 


1 
Cents. \ Cents. 
65-80 31i 


Mm^lnlgtS 


55-80 28 


CommoD labor 


35 lOi 




1 



European wages are not the low wages of Germany, but are wages actually paid in 
France and are figured on a basis of a franc at 8 cents. 
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In making the following comparisons between our costs and foreign selling prices 
we figure our load as it was, not as it is. 

Band saw, 4-inch: 

Our cost, per foot 10. 85 

Peugeot Freres (France) sell at $0. 45 

Plus 15 per cent American valuation 16 

.61 

Hack-saw blades, 12-inch by |-inch by 22 gauge: 

Our cost per gross 7. 90 

Ritzsche & €&., Frankfort, sell at 3.60 francs per dozen, or per gross. $3. 24 
Plus 15 per cent 1. 21 

4.45 

Loss 3. 45 

Narrow band saws, 1-inch wide: 

Our cost per meter 0. 291 

Peugeot's price $0. 18 

Plus 15 per cent American valuation 038 

.218 

Comparison of selling {)rices on three sizes of narrow band saws, |-inch, 1-inch, and 
2-inch. Our extreme price for three meters, 1 meter of each size, is $1.15, compared 
to Peugeot 's price of 65 cents for the same thing. With 15 per cent American valuation 
duty paid, the foreigner's price is only 88 cents. 

Crosscut saws made in Sweden are available at a price of $1.94 for a 5-foot conunon- 
tooth saw. Add 15 per cent American valuation on our price of $2.80 and you buy 
the Swedish saw for $2.36, and at 25 per cent ad vfdorem American valuation the 
Swedish saws can be bought at $2.64. 

Foreign selling prices on circular saws vary from $1.66 per unit in France to $2.35 
in Sweden, as compared to our extreme selling price of $3.20 for same unit. It can 
readily be seen that 15 per cent is wholly inadequate, and even 25 per cent is only 
adequate on the theory that landing charges would absorb the difference. 

Referring especially to paragraph 316, after the word "platinum," line 2, page 59 
of original draft copy, where the rates of duty are evidently intended to cover band- 
saw steel, there should be specific reference to *' steel strips in coils or otherwise if 
tempered or tempered and polished" carrying a specific duty of 10 cents per pound 
and 20 per cent ad valorem, for the reason that such tempered or tempered and 
polished stripe are sold to the user to be toothed and finisned, thereby rendering 
valueless much expensive equipment now available in this country for complete 
manufacture of the finished band saws. 

At this time there are in the United States two representatives of the largest saw 
manufacturer in Europe gathering complete information regarding the selling prices 
of hand saws over here, and while we have no authentic information what their selling 
prices will be we feel sure that the same comparisons will exist as on other articles 
articles that have been mentioned. Canadian manufacturers are in excellent position 
under duties as proposed in H. R. 7456 to come in here in competition, as explained in 
a previous paragraph. 

Any inadequate protection to one industry under a protective tariff policy places 
that industry at the disadvantage of buying material and labor in a protected market 
and selling in a free market. 

The rates of duty as proposed in H. R. 7456 are not protective, as shown by the 
various examples in the foregoing paragraphs, and unless changed will leave the 
saw industry in exactly that unfortunate position. 
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STEEL PEVS. 

[Paragraph 351.] 

STATEKEITT OF F. T. BLAKEKAN, NEW TOBE, N. T., BEPBE- 
SENTING THE SPENOEBIAN PEN CO. AND JOSEPH GILLOTT A 
SONS. 

Senator Smoot. Do you also desire to speak for Mr. Lloyd Smith ? 

Mr. Blakeman. Yes, sir. 

Senator Smoot. On paragraph 351 ? 

Mr. Blakeman. Yes, sir. We request that the present specific 
duty of 8 cents a gross be allowed, and we base our request chiefly 
on the fact that the volume of imported steel pens is very small in 
comparison with the total number of domestic pens made in this 
coimtry and the fact that the importers of steel pens are unable to 

3uote a price which will successfully compete with the prices of 
omestic manufacturers. I would like to go very briefly over this 
synopsis of the brief which I have submitted. I represent the Spen- 
cerian Pen Co. and Joseph Gillott & Sons, the largest importers of 
steel pens. All of these importations are made from Great Britain 
with the exception of a very few gross of steel pens imported from 
Prance and Germany — ^roughly 1,000 gross. The amount is negli- 
gible. Last year there were 2,950,000 gross manufactured in the 
United States. There were 750,000 gross imported, 97 per cent of 
which were imported by the Spencerian Pen Co. and Joseph Gillott 
& Sons. As against this importation figure there were 450,000 gross 
manufactured in the United States wnich were exported, and the 
prices quoted by the domestic manufacturers on these exportations 
were from 25 to 33J per cent less than the price offered to the home 
trade. 

Senator Smoot. Will you let me know briefly just what changes 
you want in paragraph 351? 

Mr. Blakeman. We request that the present specific rate of 8 cents 
per gross under the Underwood bill be allowed to remain. The 
prices of the Spencerian Pen Co. and Joseph Gillott & Sons to the 
trade are, respectively, 46 per cent and 57 per cent higher than the 
lowest price quoted to the trade by domestic manufacturers; and the 
prices quoted by the Spencerian Pen Co. on Federal aiid school con- 
tracts, which represent a very large part of the domestic business, are 
66 per cent higher than the domestic quotations. As a result the 
Spencerian Pen Co. gets no school bids at all and a very, very small 
portion of the Federal business. 

Very recently the Government has accepted a bid of 43 cents' 
offered by domestic manufacturers on a Porto Rican school proposal. 
So you wiD see, gentlemen, that the Spencerian and Josepn Gillott 
prices, which are from 95 cents to $1.02 a gross, can hardly compete 
with 43 cents. 

It has been asserted by the domestic manufacturers, in the recent 
hearings of the Ways and Means Committee, that the labor cost 
in En^and of these imported pens is 30 per cent of the total cost. 
Since that statement was made I have gone very carefully into the 
matter, and I would b^ to contradict that statement, as to my best 
knowledge and belief the cost of the English labor is 66 per cent of 
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the total. The remaining 34 per cent is the cost of the raw material, 
the maintenance of builmngs, insurance, etc. 

If the American manufacturers can, under the present rate of duty, 
undersell the imported article in the United States and can aflFord to 
offer their products abroad so much under the domestic price, it is 
evident from the above comparisons and prices, which are more 
carefully set forth in a brief to be filed with the committee, that the 
sale of domestic steel pens is not endangered by the sale of our pens. 
We therefore submit that an increase in duty would result in the 
importation of less pens, with a constant decrease in revenue to the 
Government, and we request that the present specific duty of 8 cents 
per gross be iJlowed to remain. I thank you. 

BRIEF OF F. T. BLAEEK AN, NEW YORK, N. T., RBPRESENTINa THE SPENCERIAN PEN 
CO. AND JOSEPH GILLOTT 4b SONS. 

We hereby respectfully submit the following memoranda: The steel-pen industry is 
not affected by tne importation of steel pens, as shown by the sale in this country last 
year of 2,950,000 gross of domestic pens, out of which 450,000 gross were exj>orted as 
against the sale of 775,000 gross of imported pens, 97 per cent of which were imported 
by tibe Spencerian Pen Co. an i Joseph Gillott & Sons. 

The Spencerian Pen Co. was formed in 1858 by American citizens and the stock is 
entirely neld by Americans. 

The net trade prices of Spencerian and Gillott ]jens are, respectively, 46 and 57 per 
cent higher than the list of domestic net trade pnces and Spencerian pens are 66 per 
cent higher than the prices quoted on school and Federal contracts by domestic 
manufacturers, Spencenan pens havin? only one price. 

Average list of comparative net trade, school, and Government prices of pens per gross. 



Domes- 
tic. 



Foreign. 



Spence- 
rian. 



Gillott. 



Lowest net trade price . 

School price 

Government price , 



ia65 
.57 
.56 



$0.05 
.05 
.05 



.65 



Trade, school, and Government prices per gross of leading domutic pens. 



Lowest net trade price 

School price 

Oovemment price 



Ester- 
brook's. 



ia71 

.61 
.58 



Hunt's. 



ia70 

.60 
.58 



Eagle. 



saeo 
»a5o 

.52 
.55 



Miller. 



taoo 

.55 

.55 



1 Eagle Perfection. 

Comparison of domestic and export prices of the Esterbrook Manufacturing Co., 
as per letters which they issued to the trade in June, 1920 (copies attached hereto), 
show that they quote for export from 25 to 33J per cent lower prices than for their 
home trade. If the American manufacturer can, under the present rate of duty, 
undersell the imported article in the United States and can afford to offer their product 
abroad so much under the domestic price, it is evident that they are not in danger of 
competition with foreign-made steel pens. 

The price of imported pens are fixed by the manufacturing costs, which are governed 
by the expert sldll required for the hand processes and the special steel used in high- 
grade imported pens. Added to the manufacturing costs are the freight chaiges and 
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a reasonable amount of profit which has determined tiie price of imported pens, irre- 
epective of the prices asked for pens of domestic make. 

We therefore again resi>ectfuliy submit, having in mind the sharp advance in the 
general costs of doing business, that the increase of 4 cents will work an undue hard- 
ship on the importers of steel pens and especially on the Spencerian Pen Co., who 
imports 67 per cent of the foreign pens used in this country, and, furthermore, that, 
owing to the high price of imported pens, the interests of the domestic pen manufactur- 
ers are not jeoparaized. 

P. S. — Since filing the above brief the purchasing agent for the Government of 
Porto Rico has accepted the bid of a leading domestic pen manufacturer of 43 cents 
per gross on a school-supply proposal. 

June 17, 1920. 
To the trade: 

We have found it necessary, effective from to-day (June 17, 1920), to advance the 
list prices of Esterbrook pens, as follows: 

Advanced price. 

All peAs listed at $1.20 per gross |1. 40 

Radio and silver plated pens listed at 11.50 1. 60 

Gold-plated pens listed at 11.50 per gross 1. 76 

No. 343 red ink pen listed at $1.50 L 60 

AsBortment No . 1 16. 80 

Aaeortment No. 3 4. 20 

Assortment No. 5 44. 80 

AsBOTtments Nos. 7, 10, 11 1. 40 

AsBortment No. 14 4.80 

AsBortmentE L40 

Nos. 334, 335, 336, 486, 487, 488 (text writers) No. 344 double-line ruling pen, also 
dmwing and lettering pens, to remain the same as heretofore. 
The above prices subject to the same terms and discounts as heretofore. 
Yours, very truly. 

The Esterbbook Steel Pen Manufactubino Co. 



June 16, 1920. 
To the expert trade: 

We have found it nesessary, effective from to-day (June 16, 1920), to advance the 
export prices on Esterbrook and Penesco pens, with the exception of No. 314 relief, 

as follows: 

Advanoed price. 

All pens now listed ajt $1 per gross $1 . 10 

Radio and silver plated pens now listed at $1.25 1. 35 

Gold plated pens now listed at $1.25 per gross 1. 50 

No. 343 red ink pen now listed at 11.50 1.60 

Assortment No. 1 13.20 

Assortment No. 3 3.30 

AsBortment No. 5 35.20 

Assortments Nos. 7, 10, 11 1.10 

AsB(Nrtment No. 14 4.05 

AsBortmentE 1.10 

Nos. 334, 335, 336, 486, 487, 488 (text writers), also No. 344 double line ruling and 
314 relief pens to remain the same as heretofore. 

The above prices subject to export trade discount of 50 per cent and a cash discount 
of 2 per cent. 

Our stock of goods is very complete and we are in position to take care of all your 
ofders immediately upon receipt of same. 
Awaiting your favors, we remain. 
Yours, very truly. 

The Esterbrook Steel Pen Manupacturino Co. 

81527—22— 0OH 8— 10 
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HECHAlSriCAL PENCILS. 

(Paragraphs 352 and 1449.] 

STATEMENT OF C. J. F BECH ETTE, SECBETABT AND ASSISTANT 
TBEASTTBER THE WAHL CO., OHXCAGO, ILL. 

Mr. Frechette. Mr. Chairman and gentlemen, I am representing 
the Wahl Co., of Chicago, manufacturers of metal pencils. We are 
interested in paragraph 352, which deals with metal pencils, and also 
paragraph 1449, which deals with leads, refills. 

I have prepared a memorandum for the conservation of time, which 
I desire to file, if permitted to do so. I also ask permission to file a 
supplemental statement dealing more specifically with the lead, which 
is covered by paragraph 1449. 

Senator Smoot. Did you file this brief in the hearings before the 
Ways and Means Committee of the House ? 
Mr. Frechette. No, sir. 

Senator Smoot. Then, you may file it as a part of your remarks, 
and try and confine your remarks before the committee to-day to 
points outside of your brief. There is no need of taking up the time 
of the committee in discussing the points presented in your brief. 
wSenator Calder. You represent whom? 

Mr. Frechette. I represent the Wahl Co., of Chicago. Winston, 
Strawn & Shaw are clown on the list as representatives of the 
Wahl Co. 

At the outset I would like to make just a summary statement, that 
the Wahl Co. represents the pioneer concern in metal pencil manu- 
facture in this country. They started in business in 1914 and went 
along with indifferent success until three years ago when, by large 
investments and advertising and special machines which make this 
pencil possible at prices offered, they succeeded in building up quite 
a profitable business. 
Senator Watson. What is it that you make? 
Mr. Frechette. '^Kversharp" pencils. Under the old law these 
metal pencils, plated with gold or silver, were classified as jewelry, 
and as such there was a tarin protection of something like 5Q per cent. 
Senator Watson. What law was that? 
Mr. Frechette. I can not tell exactly. 

Senator Watson. If you can not tell offhand you need not look it 
up. You do not mean the Payne-Aldrich law, do you? 

Mr. Frechette. I believe so. . Under the new tariff bill we would 
be accorded, if it be allowed to stand as written, 20 per cent under 
paragraph 352 and 15 per cent on the leads under paragraph 1449. 
We ask for 50 per cent ad valorem on American valuation. 

Senator Smoot. You have penholder tips, penholders and parts 
thereof, gold pens, combination penholders, comprising penholders, 
pencil, rubber eraser, automatic stamp, or other attachment, 25 cents 
per gross and 20 per cent ad valorem. 

}£r. Frechette. Yes, sir; and on mechanical pencils made of base 
metal and not plated with gold, silver, or platinum, 45 cents per gross 
and 20 per cent ad valorem. We ask tnat that be increased to 50 
per cent, American valuation. 
Senator Smoot. And still keep the 25 cents per gross ? 
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Mr. Frechette. It is 45 cents; yes. Just increase it from 20 per 
cent to 60 per cent, for the reason that we can not compete with the 
foreign manufacturer. 

Senator Watson. You say you are willing to have this 25 cents 
per gross stricken out? 

Senator Smoot. No; he wants both. 

Senator Watson. You want both and 50 per cent ad valorem. 

Mr. Frechette. Yes. ^ 

Senator Smoot. Are you interested in the mechanical pencils 
made of base metal and not plated with gold, silver, or platinum, 45 
cents per gross and 20 per cent ad valorem ? 

Mr. Frechette. Yes, sir. 

Senator Smoot. Do you want any change in that ? 

Mr. Frechette. We want all the metal pencils coming in under 
paragraph 352 protected by a 50 per cent tariflF. 

Senator Smoot. Besides the 45 cents per gross ? 

Mr. Frechette. Yes, sir. 

Senator McLean. How much would that add to the price of the 
pencil ? 

Mr. Frechette. In answer to that, Senator, our pencil costs us, the 
dollar pencil, for instance, of which this is a sample 

Senator Dillingham. Do you call that the dollar pencil ? 

Mr. Frechette. Yes, sir; it retails at a dollar. It sells to the 
dealer at $1, less 40 per cent; net to us, 60 cents. That pencil costs 
U3 57 cents, approximately; a little over 57 cents. The German cost 
of that we estunate at 28 cents. In other words, their cost, com- 
pared to ours, is about 50 per cent. 

Senator Smoot, The manufacturer makes a Uttle less than 3 cents 
on it and the retailer makes 40 cents ? 

Mr. Frechette. Yes, sir; that is, he makes 40 cents gross. He has 
his overhead to pay out of that. 

The other pencil referred to in a memorandiun which we are filing 
is this one here, which retails at $3. That brings that net to us at 
40 oflF $1.80. That pencil, according to our estimate, can be manufac- 
tured bv German concerns at around 70 cents, 69.63 cents, as against 
our $1.37. 

Senator Walsh. Is there equally as good material in it? 

Mr. Frechette. Presumably so. 

Senator Smoot. As I understand, on the silver, which costs vou 57 
cents, you want 45 cents per gross, and then 50 per cent ad valorem ? 

Mr. Frechette. Yes, sir; American valuation. 

Senator Calder. What is the present duty? 

Mr. Frechette. It depends on the classification. It runs be- 
tween 50 and 60 per cent, classified as jewelry. 

Senator Calder. That is based on the foreign valuation ? 

Mr. Frechette. Yes, sir. 

Senator Calder. On the American valuation the duty collected 
Would be double, would it not ? 

Mr. Frechette. Yes, sir. 

Senator McLean. If you get 60 cents and it is sold f or $1 , what does 
it cost you to make them ? 

Mr. Frechette. Fifty-seven cents. The labor in that peixcil 
costs us, approximately, 34 cents, and the material 23 cents, making 
57 and a fraction cents. 
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Senator Dilungham. That is on the $1 pencil ? 

Mr. Frechette. That is on the $1 pencil. On the $3 pencil it 
costs approximately 81 cents, and the other expense attached would 
amount to 56 cents, $1.37 all told. If we were eiven 50 per cent 

Erotection there, we would have an advantage of about a cent and a 
alf against German manufacturers on the $1 pencil. 

Senator Smoot. Germany would have to sell it here at 27 cents, 
with all expenses added, to make it equal with you ? 

Mr. Frechette. Yes, sir; and we estimate that they can seU it 
here for about 28 cents. We are very poorly protected patent-wise. 

Senator Smoot. Have you not a patent on these ? 

Mr. Frechette. Just certain features of the pencil; the tip, which 
is very easily surmounted by a competitor and which offers very UtUe 
protection. For instance, I will oner here for your consideration a 
German ad which appears in a regular German publication, which 
copies exactly this pencil in offering it to the public. The cut is a 
precise cut oi this pencil, which is the $1.75 variety. 

Senator Dillingham. At what price do they offer the pencil ? 

Mr. Frechette. Fifty marks, which is really 55 centB in United 
States money. 

Senator Smoot. They are offering it at 50 marks ? 

Mr. Frechette. Yes, sir. 

Senator Smoot. That is 62 J cents. 

Mr. Frechette. This pencil costs us 93 cents to make, and, not- 
withstanding the fact tnat we have special machinery employed 
in the manufacture of these pencils, if we are not accorded ample 
protection, they will really be junk, becauise they are specially made 
and specially designed and would not be usable in any other industry. 

Senator Smoot. What name do you give to those pencils i 

Mr. Frechette. "Eversharp." 

Senator Smoot. That is the trade name ? 

Mr. Frechette. Yes, sir. 

Senator Smoot. But do you designate them just as pencil holders, 
penholders, or pencils? 

Mr. Frechette. They are pencils. 

Senator Smoot. You designate them as pencils ? 

Mr. Frechette. Yes, sir. 

Senator Smoot. If we put on the ad valorem that you are asking 
for here on ordinary, common pencils, it would be out of all reason, 
would it not ? 

Mr. Frechette. On mechanical pencils we ask that the specifica- 
tion be mechanical pencils, unplated and plated. 

Senator Smoot. What is the change you ask for in the paragraph 
to specifically designate your kind ? 

Mr. Frechette. ''Mechanical pencils made of base metal and 
plated with gold, silver^ or platiniun, 45 cents per gross and 20 per 
cent." That classification is sufficient other than having 20 per cent 
changed to 50 per cent. 

Senator Walsh. You are reading now from the House bill ? 

Mr. Frechette. This is the report of the Chamber of Commerce of 
the United States on the biU. 

Senator Smoot. That is in your brief, is it) 

Mr. Frechette. Yes, sir. 
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Senator McLean. I do not quite understand. Paragraph 352 
applies only to pencils made of base metal and notjplated with gold, 
silver, or platinum. Your pencils are plated with gold or silver, are 
they not ? 

Mr. Frechette. In paragraph 352 as referred to in the Chamber of 
Commerce report of the bill it stated '* Mechanical pencils made of base 
metal, plated with gold, silver, or platinum.'* 

Senator McLean. This bill as printed here says, ^*not plated." 

Senator Walsh. It must be a typographical error. 

Senator Dillingham. There is no sense in this paragraph as written 
in the House bill. 

Senator Walsh. The witness says that there is no such thing^ 
mechanical pencils not plated with gold, silver, or platinum. f| 

Senator Smoot. Then, it falls outside of those brackets, the way the 
House has written this bill. This says 45 cents per gross and 20 per 
cent ad valorem, the way the House has written it, but it does not 
apply to Mr. Frechette's goods. 

Senator McLean. Not at all. He has to have a new bracket. The 
question is. Are there pencils imported of base metal that arejnot 
plated with gold or silver? Is there any such article ? 

Mr. Frechette. It is hardly likely, Senator. I could not answer 
that question definitely, but I do not know of any, because the base 
metal would be brass or tin. 

Senator McLean. Take an aluminum pencil, for example. 

Mr. Frechette. There is such a possibility. 

Senator McLean. That would not need to he plated and yet would 
be a very fine pencil, would it not ? 

Senator Smoot. Well, it says '*or platinum" in this bill. It would 
not be plated if it were of aluminum; it would be made of aluminum. 

Senator McLean. Yes; that is what I mean. 

Mr. Frechette. There is a possibility of a plate on aluminum, and 
it might be covered, such as tnis pencil, with enamel. 

Senator McLean. Did you appear before the Ways and Means 
Conunittee of the House ? 

Mr. Frechette. I did not; no, sir. 

Senator Smoot. I think that the House has tried here to exempt 
these articles? They have exempted these things from paragraph 
352 and they are not mentioned in any other paragraph. Therefore, 
they will fall in the basket clause of this schedule, paragraph 393. 
That would be -45 per cent. 

Senator Walsh. This provision in the House bill would cover 
enameled pencils but not plated pencils. There is evidently no pro- 
vision for plated pencils. 

Senator McLean. Excepting the basket clause, and I understand 
that is 45 per cent. 

Senator Smoot. It is 45 per cent. So you would not be hurt there, 
would you, Mr. Frechette ? 

Senator McLean. Yes; he wants 50 per cent ad valorem besides. 

Mr. Frechette. We are not specially interested in the 45 cents 
per gross. The 45 cents per gross is immaterial. We might suggest 
that the 45 cents be omitted altogether, and just make it 50 per cent 
based on American valuation. 

Senator Smoot. if you fall in the basket clause you will have 45 
per cent on American valuation. You will not be nurt, even under 



Digitized by 



Google 



1896 TAEEFF HEARINGS. 

the House provision. And I think that is what the House intended; 
I think the House intended to give you 45 per cent. 

Senator Walsh. Mr. Frechette can leave ms brief with us, Senator 
Smoot? 

Senator Smoot. Yes; he can leave his brief. Under this bill you 
fall under paragraph 393, " articles or wares not specifically provided 
for, if composed wholly or in chief value of platinum, gold, or silver, 
and articles or wares plated with platinum, gold, or silver, or colored 
with gold lacquer, wnether partly or wholly manufactured, 45 per 
cent ad valorem." 

Mr. Frechette. Then, we would get protection, Senator, I under- 
stand, on the 45 per cent basis ? 

Senator Smoot. Yes; imder these provisions of the House. 

Mr. Frechette. Without any change being made in paragraph 352? 

Senator Smoot. Without any change being made in that whatever. 

Mr. Frechette. May I have permission, then, to deal with the 
lead situation by filing a supplemental statement ? 

Senator Smoot. Will you just file it following your statement here 
as to the lead ? 

Mr. Frechette. I was about to say, concerning these leads, that 
the Eversharp created a demand for tms diameter lead, and if allowed 
to come in under section 1449 on a 15 per cent basis, we would really 
have no advantage whatsoever on the demand created for this by 
our pencil. 

Senator Smoot. Have you got a patent on it in this country ? 

Mr. Frechette. No; we are not patent-wise protected, except as 
to the packing; but we do submit that if this lead is made in Ger- 
many it woula put us out of business on this particular product. 

Senator Smoot. Well, what do you want for that ? 

Mr. Frechette. The same as for the pencils. 

Senator Smoot. You want 45 per cent for that ? 

Mr. Frechette. Yes. 

BRIEF OF 0. J. FRECHETTE, REPRESENTING THE WAHL CO., CHICAGO, ILL. 

The Wahl Co.' was organized under the laws of the State of Delaware on December 
19, 1910, for the purpose of manufacturing adding-machine attachments for type- 
writers. The company pursued this line of manufacture exclusively for several 
years succeeding, imtil tne year 1916, when it absorbed the Eversharp Pencil Co., 
an Illinois corporation with a capitalization of $50,000. 

The Eversharp Pencil Co. was originally incorporated as Keeran & Co., an Illinois 
corporation, on April 28, 1914, for the purpose of manufacturing and dealing in 
mechanical pencils, with a'n authorized capitalization of $25,000. Subsequently, 
February 19, 1915, the capitalization was increased to $50,000. Later, August 10, 
1916, the name of the corporation was changed to the Eversharp Pencil Co. 

At the time the Eversnarp incorporation was absorbed by the Wahl Co., late in 
1916, the orig[inal capital of tne former company had been fully impaired by expenses 
encountered in the introduction of a mechanical pencil known as Eversharp, the com- 
pany having encountered the usual vicissitudes as the pioneer company in the metal 
mechanical-pencil field. 

On January 1, 1917, at the time the Eversharp Pencil Co. was absorbed, the Wahl 
Co. had an authorized capital of $2,500,000, of which Uiere was issued and outstanding 
$2,327,400. 

It is to be noted that during the first four years the industry was not a pa>ing ven- 
ture, the original stockholders having exhausted in excess of their original invest 
ment. 

Prior to the advent of Eversharp in the metal pencil field there had been a num- 
ber of metal pencils introduced on the market, all of which met with very indifferent 
success, due principally to faulty design and imperfections of manufacture, together 
with a lack oi capital which made it impossible to properly advertise and introduce 
the mechanical pencil to the world. 
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Early in 1917 The Wahl Co., having previouply, by the expenditure of large Bums 
of money in experimental work in the developtaient of a mechanically perfect tip, 
which is the outstanding feature of Eversharp, began a vigorous selling campaign 
embracing a large adverting and sales expense. 

It was not, however, until about the close of 1918 that results commensurate with 
the investment and outlay for expenses were attained. Thus the metal-pencil in- 
dustry was approximately five years in the making. Below are presented for your 
consideration the results of operation for the period January 1, 1918, to June 30, 1921, 
together with other relevant data relating to invested capital, etc., for the period 
under review. 

Income and profit and loss account. , 



Net sales 

Manufacturing cost, selUng and admin- 
istratiye expenses 

Ratio to sales per cent . . 

Net profit before taxes 

Ratio to sales per cent . . 

Federal income and excess profits tax. . 

Ratio to sales per cent. . 

Surplus net profit 

Ratio to sales per cent. . 



1918 



$1,414,138.34 

$1,064,428.43 

75.27 
$349,709.91 

24.73 
$168,305.85 

11.90 
$181,404.06 

12.83 



1919 



$3,662,616.22 

$2,609,697.06 

71.25 

$1,052,919.14 

28.75 

$341,239.20 

9.32 

$711,679.94 

19.43 



1920 



$7,382,850.22 

$4,560,531.73 

61.77 
$2,822,318.49 

38.23 
$772,002.72 

10.46 
$2,050,315.77 

27.77 



6 months of 
1921. 



$2,413,773.47 

$1,917,494.80 

79.43 

$496,278.67 

20.57 

$113, 168. 98 

4 69 

$383,109! 69 

15.86 



Please observe that on a turnover of $1,400,000 in 1918 the surplus net profit, after 
taxe?, was 12.83 per cent, while the surplus net profit in 1920, on approximately five 
times the turnover, was 27.77 per cent. The retail price of our products has been very 
materially reduced during the last six months to accommodate the line to the read- 
justment conditions which has reduced the surplus net profits to something under- 
16 per cent after deducting less than 5 per cent for Federal taxes as against an average 
of 10 per cent in the previous years. 

It is to be noted also that with decreased volume due to general business depression 
and reduced prices that the ratio of manufacturing, selling, and administrative 
expense is considerably higher than at any previous period under consideration, 
with a consequent reduction of from 5 to 18 per cent in net profits before taxes. This 
fact is si^ficant for the reason that it does not permit of any leeway to meet German 
competition by further reduction in prices as the result of operations for the six months 
ended June 30, 1921, indicate that only a reasonable profit of approximately 15 per 
cent is in prospect. 

Investment in Umdy buildings j rruuMnery^ tools, equipmeiiiy etc. {after depreciatimi). 

January 1: 

•1918 $480,140.94 

1919 520,573.68 

1920 8,34,302.62 

1921 1,513,781.49 

Increase Jan. 1, 1918, to Jan. 1, 1921 1,033,640.55 

The company owns and uses in its metal-pencil manufactory, located at Chicago, 
III, a five-story, modem, fireproof, steel and concrete building, 450 by 125 feet, 
containing 6 acres of floor space and employing at full capacity approximately 2,000 
operators, capacity 40,000 pencils and 10,000 fountain pens per day. 

Wages paid. 





Year. 


Amount. 


Average 

rate per 

hour. 


1918 




$388,356.46 

823,557.74 

1,619,166.41 

747,825.88 


Ccntt. 
47 00 


1919 ::::::::'::::::::::::":::::':'::':: '::::::'; 


48.00 


1920 


55.50 


1921 (seven men ths ) - - 


59.50 








Total 


3,578,906.49 


53.28 
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GENERAL AIIGUMENTS FOR A MORE ADEQUATE PROTECTIVE TARIFF. 

The Fordney tariff bill provides as follows: «t 

Section 352. '^Mechanical pencils made of base metal and plated with ^Id, silver* 
or platinum, 45 cents per gross and 20 per cent," later changed to include unplated 
pencils. 

Section 1449. ** Pencil leads not in wood or other material, 15 per cent." 

The above percentage to apply on the price at the date of exportation at which 
comparable and competitive products of the United States are offered for bale in 
this country. 

The tanft rates provided in the bill aforementioned are grossly inadequate to pro- 
tect the metal- pencil indiistry for the following reasons: 

1. The investment of this company as of January 1, 1918, in land, buildingB, ma- 
chinery, tools, and equipment, was $480,140.94, as a^inet $1,513,781.49 on January 1, 
1921, an increase in three years of over $1,000,000. This Iwrge investment of over one 
million and one-)^f consiffte largely of special machinery, desired and made in our own 
establishment which, if adequate protection is not provided, will be rendered worthless, 
as the machines are not capable of being used for any other than that for which they 
were specifecally designed. 

2. Although metal pencils were manufactured and offered for sale u]pward of a 
quarter of a century ago, it was not until the advent of the Eversharp that it was ever 
considered seriously by the public and classified as a utilitarian. 'To-day there are 
in excess of 10,000,000 pencils of our manufacture in use throughout the world in 
various designs and styles, representing salp" i^ the approximate aggregate of $12,- 
000,000 at wholesale, or about $20,000,000 at retail prices. In addition to these sales 
the company has enjoyed a lead-refill business to Jime 30, 1921, of something in excess 
fo $900,000 at wholesale prices, equivalent to over $1,500,000 at retail^ which business 
would be utterly destroyed if not protected by adequate tariff provisionB on a basis 
hereinafter outlined. 

This prosperous business has been developed by an enormous investment of capital 
unknown heretofore in the industry, by Ujge outlay in the way of experimentation, 
as well as generous appropriations and expenditures for advertising and preliminary 
work during the pioneer stages of the industry. 

This company is the largest manufacturer of metal pencils in the world, and as 
such, uses more metal tubing and employs larger manufacturing facilities and more 
employees than all of the other metal x>encil companies in the world combined. 

3. We submit as a further reason for more adequate protection the enormous con- 
tribution of the industry to the support of the Government in the way of taxes, both 
by direct payment on die part of the company, and indirect payments made to the 
Tr^asunr Department through the operations of section 905, of the revenue act of 
1918. This company has paid in income and excess-profits taxes, for the three years 
ended December 31, 1920, over $1,250,000 as shown by the within exhibits, in addi- 
tion to taxes paid by dealers in our products during the same period, the sum of $800,- 
000 on retail sales. 

The discount accorded retail dealers is 40 per cent of list which conservatively 
estimated indicates that it produces approximate! v 25 per cent net income to sucn 
dealers, allowing 15 per cent for overhead. In addition to taxes contributed by the 
company and its dealers direct, there is a further contribution received by the Govern- 
ment through the employees of the company, which averaged from 1,200 to 1,500 in 
number, during the last three years of operation, and who have contributed in taxes 
on a conservatively estimated basis at least $100 each, every year. All of this wealth 
thus produced by the industry, exclusive of the private incomes derived therefrom 
in the way of dividends to stockholders, will be completely dissipated if the industry 
is not accorded more adequate protective tariff. 

4. Discrepanaj in wages paid in the United States versus foreign countries. — Reference 
to schedule of wa^ aforementioned indicates that the average rate per hour paid to 
skilled workmen m this industry including all productive labor from highly skilled 
men, such as toolmakers, draftsmen, designers, engravers, etc., down to apprentices 
indicates an hourly compensation of over 59i cents. This rate, in comparison to wages 
to skilled workers in Germany, is on the approximate basis of six to one. 

In May, skilled metal workers in Germany were paid 6.6 marks per hour, equiva- 
lent, at the present rate of exchange to about 10 cents United States money. (See 
New York Journal of Commerce, JiUy 29, 1921; see also report of Francis R. Stewart, 
consul on detail^ Hamburg, Germany, dated June 30, 1921.) 

5. Cost of livxna in Germany. — ^According to commerce report of August 5, 1921, 
page 666, cost of foodstuffs in Germany in April, 1921, was twelve times the price ol 
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the same commoditieg on the average, in 1913-14; heat anl light was fourteen time? 
the cost in 1913-14; rents, taken on 3ie basis of rents obtaining in four principal cities 
of Germany, were only one and one-half times the prewar figure. 

FYom the above it will be seen that the average cost of living in Germany in tne 
recent months of this year was in the neighborhood of twelve times the cost in the 
prewar ]>eriod. Despite this fact, the wages of metal workers in Germany at the 
present time are not in excess of eight times that of the prewar period as reflected by 
the following data; 

The wages of metal workers in Germany are as follows: Sixtv-threc per cent receive 
eight times the wages of 1913-14, 30 per cent receive five to eight times greater, 1 per 
cent receive less than five times greater compensation. (See Oommerce Report, 
July 15, 1921, p. 266.) 

It will be noted from the above that despite the fact that living costs are higher in 
Gennany by about twelve times the cost obtaining in 1913-14, the wages paid are not 
in excess of eight times those paid in 1913-14. The explanation for this condition 
being Government subsidy and control of food distributing stations by which medium 
the Government buys on a wholesale basis the foodstuffs for the workmen and dis- 
tributes the same at less than cost, thus virtually making private industry in this 
country, which does not enjoy such Government cooperation, competitive with the 
German Government. 

6. German subsidies to industry. — It is our information that certain industries of 
Germany J especially steel and metal, are subsidized to the extent of inland and 
ocean freight, such subsidies even extending to duties exacted by importing coun- 
tries in order to render competition by other countries, especially America, impos- 
sible. As an instance of the effect of these cooperative movements on the part of 
the German Government, we are informed that German steel can be laid down in 
Pittsburgh at $2.10 per hundredweight versus $2.75 American cost in Pittsburgh. 
It will thus be seen that should encouragement be given to German manufacturers 
of pencils that it would be only a matter of a short time before this company's busi- 
ness would be utterly destroyed, in the event that your committee does not amply 
protect from such practices the industry which has been almost exclusively devel- 
oped in this countiy. 

Your attention is respectfully directed to an article appearing in the Chicago Daily 
News of Aiigust 17, 1921, based on the statement of D. E. Hulbert, president of the 
Merchants Loan & Trust Co., Chicajro, who is authority for the statement that the 
clock industry of Winsted, Conn., nas ceased operations entirely, due to German 
competition which makes possible the delivery of German-made clocks in New 
York more cheaply than the identical clocks can be produced in the Winsted, Conn., 
factory. 

7. Project for decreasing unemployment in Germany. — ^Your attention is respect- 
fully directed to Commerce Reports, November 24, 1920, page 867, dealing with 
the matter of the German Government intervention in case of suspension of opera- 
tions in factories on account of lack of capital, raw materials, coal, etc. This plan is 
as follows: 

Factories employing more than 20 workmen which are intended to be closed down 
permanently would be required to furnish the Government six weeks' notice: factories 
intending to close down temporarily would be required to give four weeks' notice. 
The Government would thus be in a position to investigate, and if the suspension was 
attributed to lack of capital, shortage of raw material, labor disputes, or any other 
cause, they would be in a position to render aid through their wholesale purchasing 
establishments, the proposecf National Economic Bank, and through any other agencies 
of the Government which would be deemed expedient in the premises. The effect 
of this project is that private capital in this country being amenable to competitive 
methods and dej>endent upon the support of private capital and agencies would vir- 
tually be in competition with the German Government. 

8. We respectfully request that more ample protection be also given to an adjunct 
of the metafpencil industry, namelyj lead refills under section 1449 of the tariff bill. 
It is proposea that leads not encased in wood or other materials, be taxed 15 per cent. 

It IS suggested that the tariff rate be increased commensurate with the added pro- 
tection prayed for on metal pencils, and that refills be placed on the same basis. In 
consideration of the fact that many styles of metal pencils are sold on a very small 
niaigin of profit in order to make their use logical for industrial purposes, the refill is 
virtually me one source of profit attendant upon such sales. The Eversharp has 
created the demand for refills of small diameter leads, and we consider that a protec- 
tion to this adjunct of the pencil business is highly important to the welfare of the 
industry, especially looking to the day when a saturation point will be reached in the 
metal-pencil business, and for tiie further reason that this small diameter lead is part 
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of the process relatinjr to the Eversharp invention, and for that reason any advantage 
should accrue to the owners of thfe patent. 

In conclusion we submit a comparative schedule of costs of metal pencils produced 
by American capital and workmen, as against a similar article produced in (lermany 
by German capit^d on the basis of wattes paid in Germany in the equivalent of United 
States monev. 



Comparison of costs , American '* Eversharp'* versus Oerman metal pencil. 





No. 20 pencil, to re- 
tail at $1 net to 
Wahl Co., less 40 
per cent, equals 
00 cents. 


No. 60 pencil, to re- 
tail at $3 net to 
Wahl Co., less 40 
per cent, equals 




Labor. Materials 


Lfibor. 'Materials. 


AMERICAN "EVERSHARP." 

Total cost to manufacture and place on market. June, 1021: 
Manufacturing cost— 

Our (Wahl) direct labor 


ja0807 
.08S0 

. 11.39 


$a0773 


Direct material 


.4837 


Factory burden (sunervhlon, maintenance, supplies, 
etc.) " . 


. 1162 






Total factory cost 


.2«26 
.2911 


.6772 


General overhead (cost to advertise, sell, etc., includ- 
intj salaries of executives, salesmen, clerks, etc.), 103 
per cent of factory cost 


.6975 






Total cost to manufacture and market 


.5737 


1. .'J747 










. 


Reclassified as to labor and material— 

Our ( Wahl) direct labor 


$0.0807 
.0680 

.0642 




$a0773 
.3628 

.0616 




Kstimated division of material supplied us by outside 
manufacturers, 75 per cent labor, 25 per cent material. 

Actual division of our factory overhead labor (suporin- 
tendent*?, foremen, material handlers, etc.), equiva- 
lent to 79.6 per cent of direct labor 


$a0220 


$ai209 


Mate'-ial, etc. (supplies, heat, light, po'.ver, dcprecna- 
tion*^, etc.), equivalent to 20..5 ner cent of direct labor. 


.0497 


.0547 


Division of our (Wahl) general overhead, labor (execu- 
tives, salesmen, clerical, etc.), 44.8 per cent of total 
general overhead 


.1304 


.3125 




aterlal and sundries (advertising, insurance, tele- 
Mphone, office supplies, etc.), 55.2 per cent of total gen- 
eral overhead 


.1607 


.3850 










Total labor in cost 


.3413 




.8141 ' 


Total material and sundries in cost 




.2324 




. 5606 










Total cost American pencil. 




.5737 1 L3747 








GERMAN METAL PENCIL. 

Labor: German metal workers paid approximately 10 cents per 
hour against our 60 cents per nour, equivalent to one-sixth of 
our labor cost 


.0569 




.1357 




Material: Material and other items taken at same figure as ours 


.2324 


.5606 










Total cost German pencil ... 




.2893 




.6968 










Per cent German cost to American cost 




5a4 ; 




5a6 




. . . 





20 per cent (as provided in section 352) on wholesale prices of 
comparable articles, namely, 60 cents and $1.80, respectively, 
added to German cost would cost American importer 




$a4093 




$L056 










Balance in favor of German manufacture 




.1644 




.3184 










PROPOSED TARIFP. 

50 per cent on wholesale price of comi)arable articles of United 
States manufacture added to Oerman cost, or 




.5893 




L5963 


53 per cent on retail price of oomoarable article of United States 
manufacture added to German cost 








1 




Balance in favor of American manufacture 




.0156 1 

1 




.2216 
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No. 20: 
Retail, 11; 
wholesale, 
60 cents. 


No. 60: 

Retail, S3; 

wholesale, 

$1.80. 


R<ttiTrtatAd German cost . . . . 


10.2893 
.3000 


$0.6963 


Tariff required to equalize price with United States costs: 30 per cent on 
retail price of 11 and 13; 50 per cent wholesale price of 60 cents and $1 .80. . . . 


.9000 


Total coet in United States 


.6893 
.5737 


1.5963 


Cost to manufacture in United States 


1. 3747 






Difference in favor of United States 


.0156 
2.7 


.2216 


Per cent -. 


16.1 







Note. — No. 20 class pencils: Silver plate on brass constitute 58.85 per cent of total pencils produced and 
sold. 

Please observe that accordinor to the c^onservative ec^timatea employe^l in the fore- 
-oini? schedule, the ratio of German cost^ to United States co^^te is about 50 per cent. 
• n order to give the metal pencil industry an even chance of competition witn foreign 
made articles of the same character and to obviate an^ possibility of the entry of 
foreisB goods in competition there^^'ith on a preferred basis, we point out to your com- 
mittee tnat tne tariff rates jropoaed are figured on a basis which will only equalize the 
foreign costs to domestic figiires and we pray, therefore, that the suggesteJd rates be 
«:iven earnest and favorable consideration. 

POCKETKlSriVES. 

[Paragraph 354.] 

STATEMENT OF CHARLES F. BOCEWELL, PRESIDENT MILLEB BROS. 
CUTLEBY CO., MBBEDEN, CONN., BEPBESENTING THE POCKET 
CTJTLERY MANUFACTUBEBS. 

[Representing also the following pocket cutlery manufacturers: Baldwin Cutlery Co., Tidioute, Pa.; 
Canton Cutlery Co., Canton, Ohio; W. R. Case & Sons Cutlery Co., Bradford, Pa.; Clay Cutlery Co., An- 
dover, N. Y.; Challenge Cutlery Corporation, Bridgeport, Conn.; Cattaraugus Cutlery Co., Little Valley, 
N. Y.; Cronk & Carrier Manufacturing Co., £lmira, N. Y.; Empire Knife Co., Winsted. Conn.; Golden 
Rule Cutlery Co., Chicago, 111.; Uollingsworth Cutlery Co.. Kane, Pa.; Lackawanna Cutlery Co., Nichol- 
son, Pa.; Landers, Frary & Clark, New Britain, Conn.: Miller Bros. Cutlery Co., Meriden, Conn.; New 
York Knife Co., Walden, N. Y.; Novelty Cutlery Co., Canton, Ohio; Ohio Cutlery Co., MassUlon, Ohio; 
Robeson Cutlery Co.. Perry, N. Y.; John Russell Cutlery Co., Turners Falls, Mass.: Schatt & Morgan 
Cutlery Co., Titusville, Pa.; Schrade Cutlery Co., Walden, N. Y.; Thomaston Knife Co., Thomaston, 
Conn.; Ulster Knife Co., Ellenville, N. Y.; Union Cutlery Co., Clean, N. Y.; Utica Cutlery Co., Utica, 
N. Y.; Valley Forge Cutlery Co., Newark, N. J.; Walden Knife Co., Waldeii. N. Y.; Warwick Knife Co., 
Warwick, N. Y.; Winchester Repeating Arms Co., New Haven, Conn.; Remington Arms Co. (Inc.), 
Brid»iport,Conn.l 

Mr. Rockwell. We have consolidated the representation of 30 
American pocketknife manufacturers, and I shall make my statement 
very brief, indeed. 

We feel that the rates provided in paragraph 354 of the Fordney 
bill do not equalize the mcreased difference between labor in this 
country and abroad, particularly as over 80 per cent of our foreign 
competition is with Germany. 

Senator Smoot. Do you mean the 40 per cent ? 

Mr. Rockwell. Yes. 

Senator Smoot. What about the specific duty ? 

Mr. Rockwell. We would ask, sir, that the rates as provided in 
paragraph 364 be continued as provided. 

Senator Smoot. You want the House provisions ? 

Mr. Rockwell. Yes; we want the House provisions of paragraph 
354. 
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Senator Smoot. What have you to say with regard to the statement 
made by the former witness ? 

Mr. KocKWELL. I will say that this is* the first objection or criticism 
that we have heard on the part of the importing concerns. I may 
add that the tariflF committee of the Amencan industry will be very 
glad, with your permission, to file a brief in rebuttal, and to supply a 
representative display of samples, which I think will convince the 
committee that we are justified in the request that we make. 

Senator Smoot. Let me ask you a question about that. What 
about the 33-cent knife that was spoken of ? Do you know anything 
about that? 

Mr. RocKWELi.. So far as I know, there is no such value as that in 
American goods. 

Senator Smoot. Is there in the foreign goods? 

Mr. Rockwell. I imagine so. I did not see the knife at the time 
it was shown. The importations which have come in since July of 
last year have been in such tremendous volume that some of them are 
as low as prewar figiu'es. Some, on the other hand, are as high as 
50 per cent advance over prewar values. I should say they would run 
from 25 to 50 per cent over the prewar figures. Inat would fairly 
represent the value of the importations. 

Senator Smoot. Have you a sample of the American knife? 

Mr. Kastor. I will show you some, Senator. This is one that I 
got at a Woolworth store, it must have been sold by somebody. 

Mr. Rockwell. My imderstanding is that the Valley Forge Cutlery 
Co., during the war, started the manufacture of that knife, found that 
it was not salable, and sold it out as a job lot. 

Senator Smoot. You mean the American knife ? 

Mr. Rockwell. Yes. It was an article that they got out especially 
diuing the war when it was difficult to get a bone stag knife and when 
cheap knives were difficult to produce. They got out that pattern 
with the idea that they might be able to retail it at 50 cents, 1 think 
it was. 

Senator Smoot. That was a dollar a dozen ? 

Mr. Rockwell. Do not confuse that with this [indicating]. This 
is the one he said he picked up at the Woolworth store. 

Senator Smoot. I want to get the comparison that was made. I 
do not want to bring in any other knife. 

Mr. Kastor. This [indicating] is the knife. 

Senator Smoot. This is the 33-cent German knife ? 

Mr. Rockwell. They are of similar pattern, Senator, but not 
similar value. 

Senator Smoot. That is, the knife is not the same in. any respect? 

Mr. Rockwell. It is similar in kind, but not in quality or vdue. 

Senator Smoot. Then it would not be Comparable at all as to duty. 

Mr. Rockwell. No, sir. 

Senator McLean. Your idea is, as I imderstand it, that the tariff 
on that knife would have to be figured on the export valuation. 
There is no comparability or similarity for duty purposes ? 

Mr. Rockwell. It would be similar in kind and construction, but 
not in quahty, as I imderstand the method of appraising under this 
bill. 

Senator Smoot. Do you know whether there is an American knife 
made that would compare with that in any way ? 
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Mr. Rockwell. Yes; there has been. It was not manufactured 
during the war period, but was made in the prewar period. There 
was a knife similar to that made according to American standards. 

Senator Smoot. What was the American price ? 

Mr. Rockwell. I could not say. Our company did not make it. 
I do not recall what the price was. 

Mr. Devine. That was sold for as low as 90 cents. That repre- 
sented about 25 cents below cost. 

Senator Smoot. Can the American manufacturer make a knife that 
will compete with the German knife referred to by the former witness ? 

Mr. Rockwell. No, sir. 

Senator Smoot. At a price of 33 cents ? 

Mr. Rockwell. No, sir. 

Senator Smoot. Suppose you made a knife like that, or as nearljr 
as one could be made like that by human skill, what coiUd the Amen- 
can manufacturer sell it for? 

Mr. Rockwell. Under the present basis of cost, I think that would 
be in the neighborhood of $2.50 a dozen. 

Senator Smoot. Instead of 33 cents ? 

Mr. Rockwell. Yes; but it would be a knife. There would be a 
corresponding pattern. 

Senator Smoot. I do not mean the pattern; I mean the same ma- 
terial and construction. 

Mr. Rockwell. That class of knives could be made at $2.50 a 
dozen — the American knife. 

Senator Smoot. If Germany can make a knife for 33 cents and the 
American manufacturer can not make it for less than $2.50, you had 
better leave it alonC; had you not ? 

Mr. Rockwell. Yes. 

Senator Smoot. Then you do not want a duty to take care of it 
at all, do you ? 

Mr. Rockwell. We would like to get 

Senator Smoot (interposing). In other words, you want 800 per 
cent to make it even ? 

Mr. Rockwell. We would on that class of knife; yes; but ours 
would be a real knife. 

Senator Smoot. You do not think that Congress ought to pass any 
such rate as that, do you ? 

Mr. Rockwell. That is a pretty cheap sort of knife, Senator. It 
is hardly a representative kmfe. It is not fair to pick out a knife of 
that kind. 

Senator Smoot. I am perfectly aware of that. I want to get the 
figures on both classes. 

Mr. Rockwell. Yes. 

Senator Smoot. Is there the same kind of comparison as to the 
scissors? 

Mr. Rockwell. I am not familiar ¥rith scissors. Mr. Gerard can 
answer that question. 

Senator Smoot. Take the higher-priced knives that you really do 
make, and let us see where we will land. 

Mr. Rockwell. It should be borne in mind, Senator^ that as to 
German pocketknives it is a well recognized f act-^that is, imported 
pocketkmves — that there are three grades. There is what is known 
as the standard grade, which would include knives of the character 
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of Joseph Rodgers and the IXL brands of English knives, and the 
Boker and Henckel brands of German manufacture. Then there is 
a medium grade, which might be described, as Mr. Kastor has said, 
as the Morley brand. There is then a third quaUty which is not the 
equal of the Morley brand. That might be described as the Kastor- 
Wadsworth line and the Wiebusch-Lafayette line. Now, it would 
make quite a considerable diflFerence as to whether you were com- 
paring the second or third grade quality knives on which the price 
IS different. 

Senator Smoot. Take these two knives that I hold in my hand. 
Is that a fair comparison ? 

Mr. Rockwell. I should say that it is not, Senator. I should say 
that that would not be fair. 

Senator Smoot. Is the German knife the heavier knife ? 
Mr. Rockwell. I have no desire to reflect at all upon the class of 
merchandise manufactured by any American concern, but in order 
to justify our argument, I think it is perhaps conceded that this line 
of merchandise is regarded in the trade as a low-price line, largely 
because of the methods — the quantity-production methods — em- 
ployed in the factory of this particular company. I say that, too, 
m the friendliest sort of way, but I believe that is imiversally recog- 
nized throughout the wholesale jobbing trade of the coimtry. 

Senator Walsh. You mean to say that the German knife is the 
better of the two knives ? 

Mr. Rockwell. Yes; that is, the Boker knife. 
Senator Walsh. What is the difference as to these two classes of 
knives ? 

Mr. Rockwell. The German knife costs $4.78, while the domestic 
knife costs $12.25. 
Senator Walsh. And yet the German knife is the better of the two ? 
Mr. Rockwell. Yes. 

Senator Calder. The German knife is the better knife. 
Mr. Rockwell. The standard American premium stag knife of 
that pattern can be purchased at $12.50. Mr. Kastor's price of 
$12.75 is high. 

Mr. Kastor. That American knife has a nickel-silver lining, and it 
is not made in wholesale quantities. It is a special grade of knife. 
That is a knife that we got $16 and $18 per dozen for until recently. 
Mr. Rockwell. It is not a knife that is ordinarily comparable with 
the Boker pattern. I understand the ^Boker pattern is of nickel 
silver. 

Mr. Kastor. I will tell you why we selected that. The other 
pattern was picked out first. That was a knife for about $9.75 per 
dozen. But it was thought that Mr. Rockwell would say that tnat 
was not a fair basis of comparison. 

Senator Smoot. Do you import this knife yourself ? 
Mr. Kastor. The German Knife is imported by the Boker Co. It 
is a splendid knife. 

Senator Smoot. Do you make this American knife that I have in 
my hand ? 
Mr. Kastor. Yes; you bet we do. 
Senator Smoot. Arid you have been selling it at $12.75 ? 
Mr. Kastor. I would like to take an order from the Senator for 100 
dozen right*now at $12 per dozen. 
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Senator Smoot. I am not in the knife business. 
Mr. Rockwell. We will make it $10.50. 
Mr. Kastor. But not that pattern. 

Senator Smoot. Can any importer import this German knife for 
$4.78? 
Mr. Kastor. Yes. 

Senator Smoot. Do you say that, too, Mr. Rockwell ? 
Mr. Rockwell. Certainly. 

Senator Smoot. The American valuation on that same knife ia 
$10.50. 

Mr. Rockwell. The Boker knife ? I wish you would refer to Mr, 
Divine. 

Mr. Divine. Are you referring to the American knife? The price 
is $10.50 to $11 a dozen. That would be the value on the standard 
finish knife. Of course, there is a wide difference. TTiere are knives 
with special finish of nickel-silver linings, burnished springs, full 
crocus polished blades, and knurled or mifled scale edges. These run 
in price from $11 up to $12, $14, and even $15. 

Hr. Kastor. I thmk Mr. Divine has a knife in his line that he will 
agree is the equal of the foreign knife. 
Senator Smoot. Do you manufacture a knife comparable with it ? 
Mr. Kastor. Coniparablc with the Boker knife ? 
Senator Smoot. Yes. 

Mr. Kastor. I also manufacture a cheaper knife known as the P. MS, 
It has polished marked sides. 
Senator Smoot. Then it is not the same knife ? 
Mr. Kastor. No, sir. 

Senator Smoot. What I want to get at is this: Why would you 
want to manufacture a knife comparable to this German knife if it 
costs you $10 and you can import the German knife for $4.75 ? 

Mr. K1A.STOR. In the first place, it costs $4.78 on the other side and 
there is 55 per cent on that under the Underwood bill. My cost here 
is $7.91. The German knife is sold for about $13, and costs with 
duty, $7.40; that is why I want to make it in the United wStates of 
America in competition with the Germans even under the duty pro- 
vided for in the Underwood-Sinmions bill. 
Senator Watson. What does it cost laid down in New York ? 
Mr. KLA.STOR. Fifty-five per cent on $4.78, plus 5 per cent for 
freight and other cnarges. It would amount to about $7.70. My 
American cost would be about $7.91. 

Senator Calder. Mr. Rockwell, is there an association of pocket- 
knife manufacturers in this country ? 

Mr. Rockwell. Yes, sir; they nave an association. It was in 
December, I think, and just about at the close of the war, that the 
National Chamber of Commerce held a convention in Atlantic City 
of the war service committees and war service organizations of all 
the industries throughout the country. I was chairman of the several 
cutlery branches, and it was at that meeting that it was urged very 
strongly upon all manufacturers by Mr. Cmver, of the War Trade 
Board, ana by Mr. Redfield, then Secretary of the Department of 
Commerce, that during the reconstruction period the various groups 
which had been doing such splendid work, continue during the recon- 
struction period the work of cooperation in the way of education aa 
to metho<& and costs, and so on. 
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Senator Oalder. And as to selling prices ? 

Mr. Rockwell. No, sir; absolutely nothing in that regard. It 
had nothing to do with selling prices. 

Senator Calder. Were any selling prices fixed ? 

Mr. Rockwell. No; we understand what the Sherman antitrust 
law is. 

Senator Calder. Hasn't there been at times a distribution of price 
information ? 

Mr. RocKWELL.^ We have distributed price lists, after they have 
been made, but that has been as far as it has gone. We understood 
we were entirely within our rights in so doin^. We make no reports 
as to distribution or production which might m any way be construed 
as 

Senator Calder. I have been informed that you gather informa- 
tion from members and distribute that to others with the idea of in- 
dicating what you are getting for the different articles, and that at 
tiie same time you are using numbers and letters as designations of 
certain things. 

Mr. Rockwell. There is no mystery whatsoever about that. The 
numbers and letters which are used to identify articles are numbers 
and letters which have come down from war-time classifications 
authorized by the War Industries Board. 

Senator Calder. Don't the manufacturers in this association 
attempt to maintain uniform prices? 

Mr. Rockwell. No, sir. 

Senator Calder. I wanted to be sure of that. 

Senator McLean. How many men are employed in this industry 
in this coimtry ? 

Mr. Rockwell. A year ago there were 6,200 employed in the 
pocketknife industry. At the present time there are less than 1,800 
employed, and at least 600 or 800 of these are working on short time. 

oenator Watson. You do not think that has all been brought 
about by excess importations ? 

Mr. Rockwell. Not altogether. However, the records which are 
available to you will show tremendous importations. They will 
continue to retard sales. 

Senator McLean. How do the wages paid in Germany compare 
with those paid in America for the same Kind of work ? 

Mr. Rockwell. A German cutlery operative receives in American 
equivalent $3.75 per week as contrasted with $30 per week for the 
corresponding American workman. 

Senator McLean. What percentage of the cost is labor ? 

Mr. Rockwell. E^hty per cent is labor cost. 

Senator McLean. Eighty per cent ? 

Mr. Rockwell. Yes. 

Senator Calder. In estimating the difference between the Ameri- 
can valuation and the foreign venation, how much greater duty do 
we levy, assuming the rate to be the same ? 

Mr. Rockwell. That would vary on different patterns, Senator. 

Senator Calder. Would it be double ? 

Mr. Rockwell. Yes; I think it would be more than double. 

May I have permission to file a brief ? 

Senator Smoot. You may file any brief you desire. 
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CUTLEEY. 

[Paragraphs 354, 365, 357, 358, and 361.] 

STATEKENT OF ROBERT N. KASTOB, REPRESENTING CUTLERY 
IMPORTERS' ASSOCIATION. 

Mr. Kastor. I am speaking for all importers. 

The Chairman. For all importers ? 

Mr. Kastor. I am also an American manufactm^er and a number 
of importers that I represent are American manufacturers as well, 
but I am speaking for the Cutlery Importers' Association, which com- 
prises all tne regular cutlery importing houses. 

Senator McLean. What are your paragraphs, Mr. Kastor? 

Mr. Kastor. 354, 355, 357, and 358. 

The Chairman. What is your occupation ? 

Mr. KLastor. I am a manufacturer and importer of cutlery. 

The Chairman. Where do you reside ? 

Mr. Kastor. I reside in New York City, sir. 

The Chairman. Where is your place of business ? 

Mr. Kastor. In New York City. 

The Chairman. Where do you manufacture ? 

Mr. Kastor. At Camillus, N. Y. 

The Chairman. What do you msike ? 

Mr. Kastor. Pocketknives. 

The Chairman. Go ahead. 

Mr. Kastor. As I was about to say, sir, the Cutlery Importers' 
Association represents 80 per cent of the imports of cutlery into 
this coimtry, and its membership comprises all the large leading 
cutlery importing houses. These nouses in most cases are interested 
in American factories; in fact, all but one of the members of oiu* 
tariflF commission signing this brief have large American interests. 
And I also speak for myself ; we have one of the largest American 
pocketknife factories in this country. I do not hesitate to put it 
on a par with any of them, and here is a picture of our Camillus 

f>lant showing about what our development has been in the last 
ew years under the Payne-Aldrich, Dingley, and Underwood bills. 

Senator Calder. How many men do you employ, Mr. Kastor ? 

Mr. Kastor. At the peak of the boom we employed 325 men. 

Senator Calder. How many do you have employed now? 

Mr. Kastor. About 200, and we are working full time. 

Senator Calder. Are you a manufacturer and importer of pocket- 
knives? 

Mr. Kastor. Yes, sir. 

Senator Calder. What proportion of your distribution do you 
import ? 

Mr. Eastor. During the war 100 per cent American; since the 
war I should say 75 per cent American and 25 per cent imported. 

Senator Smoot. Before the war? 

Mr. Kastor. Before the war 50-50. 

Senator Smoot. What are your future prospects ? 

Mr. Kastor. That depends upon you gentlemen. 

Senator Smoot. That is what I thought. 

Mr. Kastor. We maintain, and will prove to you, that the present 
rates of duty, combined with American valuation, as amended by 

81527— 22--SCH 3 20 
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your Finance Committee, are absolutely prohibitive and are an 
embargo against all imports of cutlery, and I include all the para- 
graphs that I have mentioned. 

Senator Smoot. That is, paragraphs 354 and 355 ? 

Mr. Elastor. Yes, sir; and paragraphs 357 and 358. 

Senator Watson. Do you make more than you import ? 

Mr. Kastor. I just answered that question. Senator; 75 per cent 
and 25 per cent. 

Senator Smoot. You mean that the Underwood rates are pro- 
hibitive imder the American valuation ? 

Mr. Kastor. No. sir; I mean that the proposed Fordney rates are 
prohibitive under tne American valuation plan. 

Senator Smoot. You said ''the present rates," and therefore I 
wanted to know just what you meant by that. 

Mr. Kastor. The proposed rates,'' I should have said. Thank 
you. Senator. In the first place, we will show you that the combina- 
tion of varied specific duties with ad valorem duties is unscientific and 
arbitrary with reference to classification; in the second place, it is 
imjust and unfair in operation; and, in the third place, it is pro- 
hibitory for a large class of goods, even if the American valuation 
were not to stand. 

We su^^est to you that you amend the clause in connection with 
the branding of the items in question in each of the paragraphs about 
which I am speaking. I shall go into that in detail a little later. 
But what we want is to have it read the same way it did in the 
Underwood-Simmons and the Payne-Aldrich bills. 

In the fourth place, in order that we do not appear merely de- 
structive in our criticism, we suggest actual rates which will prove 
fair to the domestic producer; in short, rates that will provide him 
with adequate protection and at the same time will permit importa- 
tion, which will be a good thing for the consumer. Those rates are 
40 per cent ad valorem in paragraphs 354, 357, and 358, namely, 
pocketknives, scissors^ and razors, and 20 per cent in paragraph 355, 
table cutlery. 

We also suggest a 20 per cent rate on nail nippers in paragraph 361, 
but we do not want to go into that in full detail. 

Now, gentJemen, I have come before you with actual samples. 

Senator Smoot. That is, you want a straight 20 per cent ad valorem 
with no specific duties ? 

Mr. Kastor. Yes, sir; no specific duties. We urge that specific 
duties be dropped, and I hope oefore I am through I shall be able to 
convince you that they should be dropped, Senator Smoot. 

Now, gentlemen, let us go into this American valuation proposition 
in a little detail. I have nere an imported one-blade pocketknife, a 
boy's knife, that costs abroad, at the Federal Reserve rate at the 
time it was brought in — and I am taldng actual cases — 33 cents per 
dozen. It was prettv cheap. 

Senator Calder. That is 2^ cents apiece. 
• Mr. Kastor. Yes, sir. Thiis same item sells — ^we made it our- 
selves — ^for $1 a dozen in America. Now, let us just assume, for the 
sake of amunent, that the appraiser considers these comparable. I 
do not asK you gentlemen to consider them comparable, but let us 
say that the appraiser considers them comparable. What will the 
duty be on that basis? The knife is valued at $1 per dozen. The 
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appraiser asks the American manufacturer what he gets for them, 
and he says $1 a dozen. They are dutiable under the Fordnej 
rates at 5 cents each and 30 per cent ad valorem, which together is 
90 cents; but I just said they cost 33 cents on the other side. Need- 
less to say, I could not sell in competition with the American item 
if it cost me, without expenses, transportation costs or profits, $1.23 
to land imder the provisions of the Fordney bill. 

Now, that is just a case with American valuation. But you 
gentlemen have provided, and wisely probably, that in case the 
appraiser does not find the article similar, that he take the imported 
value; now import value as you gentlemen define it is the importer's 
wholesale selling price here. That knife seUs for $1 a dozen here. 
Before I go ahead you can automaticallv see that that bears the 
same duty on import value as it does on d.omestic. Five cents each 
and 30 per cent ad valorem is 90 cents a dozen, plus 33 cents, is $1.23. 
We are absolutely excluded, we can not compete. 

You have also provided, in case the item has never been imported 
before, for its valuation on the export value, and I am prepared to 
show you that the dutv on export value and cost of production 
practically amoimts to the same as the other two classes. 

The duty in the Fordney bill is 40 per cent. This plus 5 per cent 
for freight, transportation, and expenses, is 47 cents. Add not less 
than 16 per cent for profit, and you have 55 cents, making a dutiable 
value of 55 cents per dozen, 5 cents each, and 30 per cent ad valorem, 
making 77 cents. Now, 77 cents plus 33 cents is $1.10. Again the 
item is thrown out. I do not want to take just one instance. 

Senator McLean. Wait a minute. Here is a knife that is made 
in Germany, I assume. 
Mr. BLA.8TOR. Yes, sir. 
Senator McLean. At 33 cents per dozen ? 
Mr, KIastor. Yes,- sir. 
Senator McLean. That is 2^ cents apiece. 
Mr. Kastor. Yes, sir. 

Senator McLean. And here is an American knife, which cost 

Mr. Kastor. It costs 85 cents a dozen. 

Senator McLean. What rate of duty would the American manu- 
facturer have to have to protect him against a German knife on 
the foreign valuation ? 

Mr. Kastor. Seventy-five per cent, but we are not talking about 
foreign valuation, sir. The domestic value, I have been impressed bv 
the committee, is what we are here to figure on to-day. These Ford- 
ney rates are to apply on the American valuation. 

Senator McLean. Yes; but I was thinking of what we would have 
to have on foreign valuation. 

Mr. KIastor. I buv my marks before I make my purchases. I 
have to protect myself, x ou must not figure the mark at the Federal 
Reserve rate or the consulated rate in arriving at our actual cost. We 
buy our marks in advance of our orders, and we have paid 2 cents, 
4 cents, or 8 cents for the marks in the past two years. 

This article that I have here was consulated at $1.26, but I might 
have paid 2 cents for my marks. The actual knife might have cost 
me 40 or 60 cents. Values are so uncertain to-day that you can not 
figure it down that close. 
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Senator Watson. When did you bring those knives into this 
country? 

Mr. Kastor. On July 26. 

Senator Calder. Did you get a cheaper price on them ? 

Mr. KJiSTOR. This German knife? No, sir; that is the regular 
price. 

Senator Smoot. When did you buy your marks for 2 cents and 4 
cents and 8 cents ? 

Mr. Kastor. I have been buying them right along from 8 cents 
down. We have to average them up, you see. 

Senator Smoot. Oh, if you are averaging them for two years or so. 

Mr. Kastor. No, sir; not one or two years but ever since we have 
been importing. I have to figure my correct cost. 

Senator Smoot. When you paid 8 cents you figured 8 cents on the 
goods that you imported at that time ? 

Mr. Kastor. Yes, sir. 

Senator Smoot. But that was in July ? 

Mr. Kastor. I probably paid around one and one-half for them. 

Senator Smoot. You ought to have bought them for one and a 
quarter. 

Mr. Kastor.' I buy them lower now. 

Senator Smoot. During the month of June they were 1.3 cents. 
Then in July they fell to 1.22 cents. 

1^. B[astor. Senator, I place my orders in advance 

Senator Smoot. Well, it is not material. 

Mr. Kastor. I want to go on record as saying before you gentlemen 
that the scissor schedule, with or without American valuation, will 
prove to be an absolute embargo, and I will go into figures with you 
on scissors. Take this 5i-inch scissor. That scissor costs 85 cents. 

Senator Watson. Under what paragraph do scissors come ? 

Mr. Kastor. Paragraph 357 — 3 cents, 15 cents, and 20 cents 
specific and 35 per cent ad valorem. 

Senator Watson. Steel laid scissors and shears ? 

Mr. KJiSTOR. I am glad you brought that up. That is a good 
interruption. SteeUaid scissors and shears are made only in this 
country, and I have not even discussed that paragraph. I do not 
know what manufacturer had that put in or why ne did put it in, 
but I have never heard of a steel laid shear made outside of this 
country. I will go on record as saying that, and I will explain to 
you what a steel laid shear is. It means a piece of steel is taken 
and a piece of iron is laid on top of it and they are riveted together. 

Senator Watson. You say they are not imported ? 

Mr. BLastor. They are not made anywhere except in this country. 
I have never heard of them being made in Germany or elsewhere. 

Senator Smoot. No scissors? 

Mr. Kastor. I said steel laid sheara, sir. 

Senator Smoot. Well, there are scissors made elsewhere. 

Mr. Kastor. Yes, sir; and I am going into the subject of scissors 
right now. This pair of 5i-inch scissors, No. 9338, cost 86 cents 
abroad. They were consulated at 1.44 cents to the mark on April 15. 
That was the last invoice of that particular importer of these par- 
ticular scissors. But the domestic scissors are sold by the Acme 
Shears Co. at Bridgeport in the usual quantities for $2.27. Just 
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turn to your schedule on scissors and see what duties you have to 
pay on tnem. 

Senator Watson. What do you pay abroad ? 

Mr. Kastor. Eighty-five cents per dozen abroad. They sold for 
$2.27 here. Now, let us see what the duty works out to. The bill 
provides as follows: 

Valued at more than $1.75 a dozen, 20 cents each and 35 per centum ad valorem. 

Senator Watson. What do you say it is ? 

Mr. ELastor. Scissors over $1.75 a dozen. 

Senator Watson. The illustration is over $1.75. 

Mr. Ejlstor. It is $2.27, the comparative American sample. I 
am working on American valuation, trying to demonstrate now it 
will actually work out. 

Senator Watson. Valued at more than $1.75 per dozen, 20 cents 
each. 

Mr. Kastor. Yes, sir; and 35 per cent ad valorem. That would 
mean that that particular pair of scissors would pav $3.19 per dozen, 
the duty alone. The American manufacturer sells them for $2.27. 
I ask you gwitlemen whether or not this is an embargo. 

Senator Walsh. The duty would be $3.19? 

Mr. E[astor. Yes, sir. 

Senator Walsh. Then, the cost to the European maker is 85 cents ? 

Mr. Kastor. Well, add $3.19 and 85 cents and you have $4.04. 
There are no profits, no expenses, no freight, and no insurance in 
that $4.04. Ajid that is the sort of competition we are supposed to 
be up against. 

Senator Walsh. Now, take up some other item. 

Mr. Kastor. I will take razors. No. 525, five-eighths square 

Joint, is a razor that we import ourselves. We imported one on 
[^ 10, 1921, at the rate of 1.49 cents to the mark. 

Senator Watson. What paragraph does that come under? 

Mr. Kastor. Paragraph 358. That works out at $1.17 a dozen. 
Now, gentlemen, that razor is sold by the J. R. Torrey Razor Co. 
for $3.25 a dozen. The duty on that $3.25 a dozen, if you follow the 
razor schedule on articles valued at over $3, 16 cents each and 30 
per cent ad valorem. So the duty is $2.90. 

Senator Walsh. Plus $1.17, the purchase price in Europe, which 
makes $4.07, and the American price is $3.25. 

Mr. Kastor. Yes, sir. 

Senator Calder. What is the American price ? 

Mr. Kastor. $3.25, without transportation expenses or other 
chaiges. 

Senator Walsh. How do you know these are the same material ? 

Mr. Kastor. I do not claim that they are the same. I will value 
it for you in any way you want. If you say they are not the same, 
I wiQ take the import value, and I will prove to you that the duty 
is iust as much. If you say, *'What if vou did not import them 
before?'/ I will take the export value, and t will prove that you have 
drawn this so that it does not make any difference how you value 
them; that with the schedules in the Fordney bill it is an embargo; 
and I stick by it. 

Senator Smoot. How is it that in the past you have not driven all 
these people out of business i 
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Mr. Kastor. What people, sir? 

Senator Smoot. The American manufacturers. If vou can bring 
that knife in here under the duties imposed in the Underwood biu 
or the Payne- Aldrich bill at 63 cents, and it is sold here at a dollar, 
why on earth did you not wipe them out entirely ? 

Mr. Kastor. It was not possible to do that until after the war, 
was it? 

Senator Smoot. It was before the war. 

Mr. Kastor. Well, as an American manufacturer I will offer you 
an interesting instance. We sold knives for $3.25 a dozen, and the 
customers preferred to have them — this is the wholesale price — as 
against the imported article for $1.50 a dozen. 

Senator Watson. WTien ? 

Mr. Kastor. In 1913. 

Senator Smoot. That is, the American people would pay $3.25 for 
an American knife that was not as cood as the German Knife? 

Mr. Kastor. No; it was much better than the German knife. 
The American knife is made of crucible steel, and the German knife 
is made of Bessemer steel. 

Senator Smoot. If that is the case with the ones that you are show- 
ing here, they are different goods entirely. 

Mr. Kastor. Senator Smoot, I have explained that I have done 
my best to get similar patterns. You can look vourself , or ask Mr. 
Rockwell to come over here and see if he can nnd anything closer 
than these patterns. 

You provide for four values — domestic value, import value, export 
value, and cost of production. If you say. Senator Smoot, that 
these are not similar, I will then take your word for it, and I will 
figure the whole thing out on import value and show you that the 
wnole thing is prohibitive. 

Senator Walsh. You admit that there should be a duty ? 

Mr. KLastor. Yes, sir. 

Senator Walsh. You say these rates are so high that they amount 
to an embargo ? 

Mr. Kastor. That is just exactly what I have repeated several 
times. 

Senator Smoot. Senator Walsh, before you go any further, I want 
to say this: It has been tentatively agreed to change the American 
valuation plan. No committee has decided as to what changes shall 
be made in the rates. I have not any doubt but what there are many 
rates here that should be changed in this bill. 

Senator Walsh. That is why I think that this is illuminating. If 
vou are going to adopjt the American valuation plan you want to know 
by concrete illustrations just how it is ffoing to operate. I do not 
think you, any more than 1, want to stand for unnecessary embargoes. 

Senator Smoot. I think there could be a better example shown than 
he is showing here now. 

Mr. BlASTOR. Now, gentlemen, I want to interrupt myself to go into 
the question of branding. 

The branding clause, as it reads at the present time, is to the eflfect 
that all articles must be stamped, not only with the name of the 
country of origin, but with the name of the maker. That, gentlemen, 
is a little joker that has been slipped in. I am not sure just who did it, 
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but I am sure that no American manufacturer suggested that. All 
that it would do would be to advertise the foreign manufacturer who 
made cutlery. It would, at the same time, wipe out with one swoop 
40 years of hard work that we importers and jobbers throughout the 
cpuntry have put in to make good our special brands. There are 
special brands. For instance, we run what is known as the Morley 
brand. 

Senator Smoot. If this law goes into effect, it advertises the foreign 
brand and lets the purchaser in the United States know that the 
article was made in a foreign country. 

Mr. Kastob. No, sir. That is not the point. The ''made in 
Germany" tells him that. 
Senator Smoot. But that is put on there so that they can not tell it. 
Mr. Kastob. This will do this. It will tell every dealer in the 
United States — everv Tom, Dick, and Harry — where to go to buy his 
goods; and they will all go direct to buy, possibly over the heads of 
the American manufacturers. 

Senator Smoot. You mean over the head of the American im- 
porter? 
Mr. Kastob. No, sir. 

Senator Smoot. Well, do not forget the importer. 
Mr. Eastob. I am not; that is ^at I am nere for. 
Senator Walsh. You fear that it will put the unreliable maker on 
an equal basis with the substantial and reliable maker ? 
Mr. ELastob. And the importer. That is the whole story. 
Previous bills have recommended "maker or purchaser." I urge 
that you allow it to be *' maker or purchaser." I suggest that you 
allow the act to stand as the Underwood-Simmons Act and the 
Pa^e-Aldrich Act did stand, with "maker or purchaser." 

1 want to make one more point in that connection. England, 
many years ago, started this "made in Germany" proposition, when 
she required that every article made in Germany should be so 
stamped and automatically advertised. 

Senator McLean. I have just been noting the pocketknife importa- 
tions in 1919. They amounted to 128,000 dozen. That is for 1919. 
In 1920 the importations amounted to 200,000 dozen; for 1921, up 
to date — and that is probably for the fiscal year — 440,000 dozen. 
The inoportations evidently are increasing very rapidlv. 

Mr. Kastob. They may oe increasing very rapidly. Senator, and in 
that connection here are some very interestmg figures. The exports 
of cutlery from the United States for 11 montns ending in November 
amounted to $6,866,727, as against imports of $2,624,446. Those 
figures are taken from your Gfovemment statistics. That refers to 
t5)le cutlery. 

Senator McLean. I am not talking about table cutlery. I am 
taUdngabout pocketknives. 
Mr. Kastob. These figures include all. 

Senator McDean. Now take scissors. In 1919 we imported 
39,000 dozen; in 1920 the number of dozen is not given, but the 
value is double that of 1919. In 1920 the value was $154,000. 

Mr. KLastob. And in 1921 it was $821,392. I can give you that to 
save you the time. 

Senator McLean. I have been reading the wrong figures, I think. 
The value was $260,000 m 1920 and m 1921 the value was $936,000. 
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Mr. EjIlSTOB. Yes. That bears out the figures that I have. 

Senator McLean. That shpws active competition. 

Mr. EjkSTOR. Take this pair of scissors— No. 9358, 5i-inch. Fig- 
ured out on the American valuation plan it is $2.27. At 40 per cent 
you get a duty of 90 cents, which, plus cost, is $1.70. That is without 

Frofit to the importer, without transportation, and without insurance, 
ask you if that is too much margin to give to compete with the 
American manufacturer ? 

Take- this pocketknife. No. 6666 is a premium stock knife that I 
have here. The domestic value is $12.25 per dozen. I have here our 
own German-silver knife on which I would like to take orders for about 
100 dozen right now at $12.25 per dozen. The duty on that basis 
is $4.90, which makes the importer's cost $9.68 per dozen. As a 
matter of fact, I have the cost figures on that Imife. That knife 
costs $7.91 in the American factory, and the European one costs the 
importer to land, without insurance, freight, or expense of any kind, 
$9.68. Isn't 40 per cent enough, in view of that? Isn't that $2 
margin enough ? As a matter of fact, the American knife is a better 
knife. It has a German-silver lining. 

Gentlemen, this table in the brief, if it is studied carefully, proves 
what I have said — that the 40 per cent ad valorem rate on scissors, 
razors, and pocketknives will prove adequate protection to the 
domestic manufacturer, and, at the same time, will give the importer 
a chance to import and will give the consumer competitive goods. 

I just want to add one tmng, and that is that several gentlemen 
who will follow me are in the American manufacturing line. If you 
want to recall me to ask any questions, I shall be at your service 
either this afternoon or to-morrow morning. 

BBIEF OF &OBEBT K. KASTOR, REPKESEKTIKO THE CVTLEBT IMP0BTEB8' 

AB800IATI0K. 

The Cutlery Importers' Aesociation comprises all the well-known, long-established 
cutlery importers m the United States, whose aggregate imports represent fully 80 
per cent of all the cutlery imported into this country. 

The members of the association have given the provisions of H. R. 7456 serious con- 
sideration, and it is their opinion that the rates of duty on cutlery, based upon Ameri- 
can valuation, as defined ui the Senate Finance Committee's revision of section 402 
of the bill, will prove to be an effectufd bar against importations of almost all cutlery, 
excepting special designs and patterns not manufactured in the United States, and 
even as to such goods as are capable of being imported despite the tremendoualy 
high duty, the uneven and widely varying rates resulting from the imposing of varying 
rates of specific duty, in addition to the ad valorem, will prove prohibitcwy as to a 
laige class of goods. 

We herewith sasert and shall discuss seriatim the following propositions: 

I. The proposed rates, computed on American valuation, will prohibit importation. 

II. (a) The combination of ad valorem duty with widely varying rates of specific 
duty is wrong in principle and unfair in operation. (6) There should ne an ad valorem 
duty only. 

III. The branding clause in each of the paragraphs should be amended so as to 
read as in present Underwood and former Payne- Aldrich bills. 

IV. The rates should be revised so that there be a straidit ad \'alorem duty provided 
for in each of the above paragraphs not to exceed the foflowing rates: Paragraph 354, 
pocketknives, etc., 40 per cent. Paragraph 355, table cutlery without handles, 20 
per cent; taWe cutlery with handles, 20 per cent. Paragraph 357, scissors, 40 per 
cent. Para^tiph 358, razore, 40 per cent. 

I. The propoised ratee, computed on American valuation, will prohibit importation. 

The diflcussion of the foregoing proposition is predicated upon the text of section 402 
of the bill as amended and revisea by the Senate Finance Committee, the phrase- 
ology of which we understand to be substantially as in the addenda of this brief. 
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It is our understanding that the Finance Committee has definitely decided to retain 
the American valuation plan in the bill, and that that (question therefore, so far as 
the committee is concerned, is no longer open for discussion. Accordingly, we shall 
attempt no argument against the theory of American valuation, and content our- 
selves wiUi the mere statement, for the purposes of record only, tliat in our opinion, 
based upon an experience of over 40 years on the part of most of our members, and 
even bearing in mind the present chaotic condition of the monetary systems abroad » 
the change m the methoa of valuation of imported merchandise is unwise, more 
costly of administration, provocative of many new and unsolved problems, and 
probably productive of a vast amount of litigation. 

Section 402, as amended, provides for and defines four kinds of value: 1. Domestic 
value. 2. Import value. 3. Export value. 4. Cost of production value. 

Before submitting data and tables under each of these methods of valuation, we 
desire to make a few preliminary observations. 

The ''domestic value" of the several thousand articles of cutlery is not easily 
ascertained. 

To illustrate the difficulty which an appraiser would have, we desire to cite as an 
example recent bids which were made on request of the Engineer's depot of the War 
Department of the United States Grovemment for 5,000 of a standara jackknife, in 
May, 1921. In all, 13 bids were received; 7 from high-grade standard pocketknife 
factories and 6 from agents. These bids for the identical article fullv described by the 
Engineers' depot ranged in. price from the lowest at 43 cents to the highest at 63.8 
cents — a difference of a little over 20 cents apiece or $2.40 per dozen between the 
highest and lowest bid. 

It is fair enough to ask, if it is so difficult to get the exact wholesale price of an easily 
recognized standard jackknife — how can an appraiser be expected to fix the correct 
domestic value of the thousand and one oda patterns of pen and pocket knives, 
razors, scissors, and table knives covered by the cutlerv schedules. 

It is a well-known custom of the cutlery industry that customers are in the habit 
of placing orders for import in advance for delivery at a later date, which ihey can not 
place unless they know the prices of the articles in question. The importer is natur- 
ally asked to quote a definite price on such orders, but with American valuation in 
effect the importer, if he is uncertain whether or not there is a similar article of domestic 
manufacture, can not know for a certaintv whether, in assessine the duty, a domestic 
value or tJhe export value will be applied. The difference in duty may be consider- 
able, and in this dilemma he would naturally have to pass up all business of this char- 
acter which forms a great part indeed of the general cutlery imports. 

The primary object of a tariff bill, in addition to producing revenue, is to protect 
the domestic manufacturer against the lower production cost of the foreign manufac- 
turer. If the foreign cost and the domestic cost of similar articles were definitely 
known and if normal conditions prevailed so that these respective costs could reason- 
ably be expected to continue witnout substantial change, then the problem of framing 
the tariff schedules would be simplified. 

However, the production cost, both domestic and foreign, is a fickle quantity to 
day. So far as domestic cost is concerned, it would seem to be safe to assert that 
substantially all changes within the next 12 months at least will I e bv way of reduc- 
tion. Some initial reductions, both in labor and in cost of raw materials, have already 
been made in our domestic cutlery factories, followed by a more or less proportionate 
reduction in the factory selling prices. Fiirther, and probably greater, reductions 
are expected to occur within the coming year. 

What changes in cost of production, computed in American dollars, will take jplace 
in foreign coimtries, particularly in Germany, with its enormously depreciated cur- 
rency, can not be foretold. Heretofore when the value of German marks in dollars 
went down, the cost of German goods in marks went up, so that the cost in American 
dollais was not materially chan^. Then, again, there have been periods in the past 
six months when the rate of exchange fluctuated from 85 marks to the dollar to 40.35 
marks to Uie dollar without any change in selling price, in marks, of a German-made 
article. Recently the exchange value of the mark has touched the lowest level for 
the current year and yet, doubtlessly because of the internal economic distress, the 
selling prices in marks have not made the customary corresponding advance. 

The fact remains that economic and monetary conditions in Germany are so chaotic 
that cost of production is a constantly changing factor. No one can foretell the future 
with certitude. Many believe the turning point is about to be reached, i. e., either 
Germany will fall into the depths to which Austria has fallen, or she will adopt such 
measures as will make for deflation of its currency and greater industrial stability. 
If the latter course is taken, we can reasonably expect higher selling prices in Germany, 
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measured in American dollars, to meet the extraordinarily heavy tax burdens which 
Germany must carry to enable her to meet her tremendous obligations. 

Hence we have these two conditions affecting the question of the amount of piro- 
tection needed by the American manufacturer, (a) the American cost of production 
is practically certain to undergo a substantial reduction in the near future, and (6) 
the German cost of production, if conditions are stabilized, will probably be increased. 
The nearer the two relative costs of production approach each other, the more pro- 
hibitory the cutlery schedules in the Fordney bill become with respect to importa- 



tion. 



THE PROPOSED RATES ARE PROHIBITORY. 



In order to illustrate graphically the prohibitory effect of the proposed rates of duty 
when computed on the value of the imported merchandise in accordance with the 

Provisions of section 402, as amended by the Senate Finance Committee, we submit 
erewith a "Table of duty based on American valuations, *' showing the amount of 
duty computed on the four kinds of value prescribed in the aforementioned section. 
We have selected articles of cutlery which are fedrly representative of the great mass 
of cutlery customarily imported, and which articles were all included in recent in 
voices of the leading cutlery importers. 

Duty based on American valuations. 



Article. 



POCKET KNIVES. 



404 

614 DW.. 
N 2000 St. 

6042 

6066 

1028P.... 




520-1 S.P 

101-1 S.P 



Importer. 



A.K.&B. 
A.K.&B. 
A.K.& L 
H. B. & Co.l 
H.B.&Co.l 
J.A. H.... 



Invoice 
date. 



1021. 
July 26 
May 30 
Juno 14 
May 6 

...do 

May 24 



I 



Griffon... 
M.Klais. 
J. A.H.. 
J.A.H.. 



A.K.&B. 
H.B.&C.. 



Apr. 15 
May 25 
May 23 
May 12 



May 
May 



Rate 
of ex- 
change 
(marks), 



ia0126 
.0158 
.0137 
.0135 
.0135 
.0166 



.0144 
.0149 
.0153 
.0166 



.0149 
.0135 



TABLE CUTLERY. 

Butcher knives, H.B.&C.I May 28 1 3. 6100 

Wilson, 6-inch. ' 

55stag(carvingset) J.A. H... July 4 I .0134 



Similar domestic Domestic 
article. ' manufacturer. 



5S26 C.C.C 

31199 ' C.C.C 

62198 i C.C.C 

2003 i V.F.C 

67125 1 C.C.C 



912J-6-Inch I Acme S. C. 



4061-ai-inch. 

23 

10-7J-Inch. 



UO-SS. P.. 
7004-1 S.P. 



L.F. AC, 6-inch.. 
20903-9-incfa 






Klaas(Inc.). 
N.C.C..... 
N.C.C 



J.R.Torrey. 
Korn 



L. F. AC. 



FcR^ixn 
cost in 
marks. 



Foreign 
costm 
United 
States 
cur- 
rency. 



26.00 
38.00 
58L0O 
173.15 
353.40 
1,149.54 



I 



58.30 

9a 56 

2iai5 

308.55 



78.40 
461.70 



115 6 
1,743.00 



lass 

.60 
.» 
Z83 
4.78 
19.08 



.85 
1.S5 
3.23 
5.13 



1.17 
6.23 



2.79 
23.35 



» Sterling. 

A. K. & B. . .Adolph Kastor & Bros., 109 Duane Street, New York. 

C. C. C Camillus Cutlery Co., Camillus, N . Y. 

H. B. & C....H. Boker & Co., 101 Duane Street, New York. 

V. F. C Valley Forgo Cutlery Co., Newark, N. J. 

J. A. H J. A. Henckels, 107 Chambers Street, New York. 

Griffon.. . . . . .Griffon Cutlery Works, 151 West Nineteenth Street, New York: 

Acme S. C. . .Acme Shear Co., Bridgeport, Conn. 

M. Klaas Max KJaas, 5 Union Square, New York. 

Klaas, Inc. . .Max Klaas (Inc.), Newark, N.J. 

N. C. C Ne^vark Cutlery Co., Newark, N. J. 

J. R. Torrey.J. R. Torrey Razor Co., Worcester, Mass. 

Korn KomRaiorCo., Little VaUey, N. Y. 

L. F. <b C. . .Landis, Frary & Clark, New Britain, Conn. 
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Article. 


Domes- 
tic 
value. 


Duty. 


Per- 
centage 

duty 

on 

foreign 

cost. 


Cost 
to im- 
porter. 


Import 
value. 


Duty 

on 
import 
value. 


Per- 
centage 

duty 

on 
foreign 

cost. 


Valua- 
tion 

export 
value. 


Duty 

on 
export 
value. 


Per- 
centage 

duty 

on 

export 

value. 


POCKETKNIVES. 

404 

614D W 


$1.00 
2.75 
3.60 
7.00 

12.25 


10.90 
2.02 
3.48 
4.50 
7.27 


272 
337 
435 
193 
152 


$1.23 
2.62 
4.28 
6.83 

12.05 


$1.00 
1.50 
3.00 
6.00 
13.00 
48.00 

2.00 
3.25 
8.50 
15.50 

3.00 
15.00 

6.00 
96.00 


$0.90 
1.65 
2.10 
4.20 
7.50 

18.00 

3.10 
3.55 
5.37 
7.82 

2.82 
6.90 

4,02 
39.36 


272 
275 
262 
180 
167 
90 

365 
264 
166 
152 

241 
111 

144 
109 


$a50 

1.65 

2.00 

5.25 

10.50 

34.59 

3.60 
4.40 
8.00 
12.00 

3.30 
12.60 

7.00 
45.35 


$0.77 
1.70 
1.80 
3.98 
6.75 

13,97 

3.66 
3.94 
5.26 
6.40 

2.91 
6.12 

4.35 
21,65 


233 
283 


N2000St 


225 


6042 


171 


6066 


141 


1028 P 


73 


SCI8S0BS. 

«38-54-lnch 


2.27 
a 70 
5.75 
&66 

3.25 
11.70 

3.50 
6a40 


3.19 
3.60 
4.13 
5.33 

2.90 
5.91 

3.14 
23.40 


373 
274 
128 
104 

247 
95 

113 
100 


4.04 
5.04 
7.36 
ia46 

4.07 
12.14 

5.93 
46.75 


431 




292 


153S-3 -inch 


163 


2610-7 -inch 


126 


520-gS.P 


247 


101-1 S.P 


98 


TABLE CUTLERY. 

Batcher knives, 

Wilson, 6-inch. 
55 stag (carving set). 


172 
93 



In presenting this table to the Finance Committee we have prepared the same to 
show what the duty would be, were the appraiser to takedom^tic value — that is, 
the wholesale selling price of a similar American-made article — and we^ve the com- 
peting American manufacturer's number with his wholesale selling pnce, the duty 
thereon, and the percentage such duty is of the foreign cost. 

We then have assumed, in order to fully demonstrate our contention, that the 
appraiser was unable to find a similar article, and that he was compelled to compute 
the duty on "import value." We have then figured what the duty would be on the 
import value, wmch is the importer's present wnolesale selling price. 

D\it in order to further illustrate the full effect of the amended section, we have 
further assumed that the appraiser was unable to find an ''import value" and have, 
therefore, figured out the duty on the so-called "export value*' of the various articles 
in question in the following manner: We have talcen first the price at which the 
foreign article is freely sold in wholesale quantities, packed in the usual packages 
and cartons for export to the United States. Then we have figured the duty on this 
export value in accordance with the rates provided in the Fordney bill. To the 
aggregate of these two figures (selling price and duty) we have added 5 per cent to 
cover freight, insurance, and expenses to the United States, a percentage which 
experience has proven will approximate the actual expenses of transportation, freight, 
and insurance. To the sum total of these figures we have added a profit of not less 
than 16 per cent, as provided in the bill. On this final basis we have determined 
the duty in accordance with the provisions of the Fordney bill; as provided in section 
402, subdivision (/) 3. Inasmuch as the figures for cost of production are not available 
to 03, and as the clause (e) of section 402, entitled "Cost of production," is obviously 
framed to make cost of production equal to export value, we have assumed that the 
duty on cost of production is equal to the duty on export value and have, therefore, 
omitted this from the table. 

In giving the foreign value in American ctirrency of the articles in question, we 
have m eadi case taken the rate at which the particular invoice of the various impor- 
ters was consulated; but that does not mean ttiat the importer in question paid that 
rate for the foreign money with which he paid the particular invoice. As a matter of 
fact, in most cases he paid much more. It has been the custom of all importers since 
the war, to provide payment for the merchandise which they order by buying foreign 
bills of exchange farimead of the time of delivery. As a matter of fact, the importer 
usually covers lor his j)urchases on the very day he places his order, so that in most 
cases the importer paid for his marks or sterling considerably more than the rate at 
which the invoices m question were consulated. This is quite a factor in the import- 
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ing business as it has been conducted since the war, and should be well borne in mind 
by the committee whenever they see a quotation of prices in foreign currency. It is 
not fair to take the arbitrary figure at which the mark may be ruling to-day, to estab- 
lish the cost of merchandise, as in the violent fluctuations which have taken place in 
the past two years only an average much higher than the low point and mucn lower 
than the high point at which the mark or other currency has been quoted shoiild be 
taken. 

The briefest analysis of our table will serve to show that the duties as at present 
provided for in the bill are absolutely prohibitive for all of the articles which we have 
cited, and in fact for all cutlery, for we believe that the examples we have taken are 
fairly representative of the various grades and kinds of cutlery which are customahly 
imported. 

To be more specific, take the case of knife No. 404, the foreign cost of which is $0.33 
per dozen: The duty on this item is based on the American wholesale selling price 
(domestic value) of a similar article (5626) and figures to 10.80, as in our table; $0.90 
plus $0.33 (foreign cost) equals $1.23, which means that this article plus the duty as 
figured, and witfiout including any costs of transportation, insurance, freight, or gen- 
eral expenses, and without allowing one cent of profit to the importer, costs the im- 
porter 25 per cent more than the same article is sold for in the usual wholesale quan- 
tities by tine American manufacturer, figuring a liberal profit. 

The same thing can be stated with equal force in the case of article 6066, in which 
the duty, plus fordgn cost, amounts to $1 2.05, without including freight or expenses or 
an^ profit for the importer, as against a selling price of $12.25 per dozen of a similar 
article of American manu&u;ture. 

But these cases of pocketknives are mild when compared to examples in the scissor 
schedule. For example, article No. 9338, 5J''', figures out to $4.04 per dozen with the 
dutv, but without any amount added for freight, insurance, and without any profit 
to the importer, whereas a Bridgeport manufacturer sells a similar article of as good a 
quality, at $2.27 per dozen. This example speaks for itself, and the other three 
examples of scissors, given in the table, show that the rates of duty are proportionately 
just as high and just as prohibitive. 

We do not deem it necessary to comment specifically on the razors, carvers, and 
butcher knives contained in the table. The figures in the table speak for themselves, 
and only the slightest study of them will serve to convince any impartial reader that 
the schedules as drawn, in conjunction with American valuation, are unquestionably 
prohibitive for all the articles in question. 

But we have thus fiar confined ourselves practically to the duty figured on domestic 
value only. The facts are, however, as the table shows, that section 402 is so framed 
that the duty figured on import value, export value, and cost of production is almost 
as high and in some cases higher than the duty figured on domestic value. In short, 
even where no similar articles can be found or are produced in this country j the duties 
are so high (as the percentages in our table will show) that they would necessitate 
selling prices higher than the consumer would or could pay. Therefore, even in the 
case of articles on which there is actually no competition, thev could not be imported . 
as they could not be sold at the tremendous prices at which the high duties would 
compel their sale. 

Inasmuch as the articles given in the table are, in our opinion, fairly representative 
of all the cutlery customarily imported, we believe that it is fair and just to state that 
the rates on cutlery provided for in the Fordney bill and computed in accordance 
with the Finance Committee's amendment are aosolutely prohibitive and will most 
effectually bar the further importation of any cutlery, no matter what the country of 
origin may be. 

To illustrate the enormous increase in duty resulting from the adoption of the 
American valuation plan, instead of computing the Foraney rates on foreign value, 
we present the following figures for three articles each of pocket knives, scissors, and 
razors, the three articles in each group costing $1, $2, and $3, respectively; 
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Increase in duty when employing Fordney rates with American valuation over duty employ- 
ing same rales with foreign valuation. 



Article. 












^1 



•So a 
1 5^ 



§1 

a 






I 

- 3 



t 






©•a 

58g 



Pocketknives: 

N909O 

579* 

7915P 

Average.. 



Scissors: 

1Q6G-6 
0504. 



Average.. 



Rasors: 
506.. 
1552. 
UQO. 



Avengfr.. 



$1.00 
2.00 
3.00 



10.90 
1.80 
2.10 



$3.76 
4.65 
7.65 



376 
232i 
255 



142i 
185 



$2.10 
4.20 
6.30 



210 
220 
210 



120 
130 
140 



$1.90 
3.80 
7.23 



190 
190 
241 



83 



287 



204 



213 



207 



1.00 
2.00 
3.00 



2.15 
3.10 
3.45 



215 
155 
115 



3.52 
4.50 
5.20 



352 

225. 

173 



137 
70 
58 



3.45 
4.50 
4.67 



345 
225 
158 



130 
70 
43 



3.73 
4.56 
5.11 



373 
228 
170 



250 



243 



1.00 
2.00 
3.00 



1.50 
2.04 
2.82 



150 
102 
94 



2.90 
4.50 
5.40 



290 
225 
180 



140 
123 



2.82 
4.20 
6.00 



282 
210 
200 



132 
108 
106 



2.83 
3.81 
4.50 



283 
190 
150 



115 



231 



116 



231 



116 



208 



100 
100 
171 



124 



158 
73 
55 



95 



133 

88 
56 

93 



Take knife N 9090, costing $1; the duty, as per Fordney rates, computed on the 
foreign value, is $0.90, or 90 per cent; but the duty, as per Fordney rates, computed 
on domestic value, is $3.76, or 376 per cent on foreign cost. With the same rates in 
force, and by the simple expedient of shifting to the American valuation, the duty 
has been increased 418 per cent. 

The foregoing table, briefly stated, shows: On pocketknives, ranging from $1 to $3 
in foreign value, the average duty on that value as per Fordney rates is 83 per cent. 

But when the Fordney rates on these same goods are computed on the American 
valuation you increase the average percentage rate from 83 per cent to 287 per cent if 
iomestic value is used, 213 per cent if import value is used, and 207 per cent if export 
^ue is used. 

So, also, on the scissors the average duty of 162 per cent on foreign value is increased 
to 250 per cent for domestic value, 243 per cent for import value, and 257 per cent 
for export value. 

On razors the average duty of 115 per cent (foreign valuation) is increased to 231 
per cent for domestic value, 231 per cent for import value, and 208 per cent for ex- 
port value. 

We respectfully submit th.at rates of duty on cutlery, as hi^h as those shown above, 
are not only unprecedented, but are certain to be destructive of the entire import 
business in cutlery. If the decision to incorporate the American valuation plan is 
irrevocable, then it is imperative thj^t the rates be very much lowered, unless it is a 
matter of indifference to the committee whether the importation of cutlerj^ is barred 
or not. If, in order to protect the public aj^inst the excessive profits which the 
domestic manufacturer will be able to enforce if the bill in its present shape is enacted 
into law, the importation is to be allowed to continue on a basis whi( h gives the 
domestic manufacturer ample protection, then rates substantially as suggested later 
in this brief should be adopted. 

II. (a) The combination of ad valorem duty with widelv varying rates of specific 
duty is wrong in principle and unfair in operation, (b) "there should be an ad va- 
lorem duty only. 

If the Finance Committee, in view of what has been submitted above, should 
conclude that the rate of duty as now provided for in H. R. 7456 on cutlery are too 
hi^hj then we most earnestly urge the committee, in its revision of such rates, to 
eliminate the specific duties altogether. As a matter of fact, the rates given in the bill, 
even if computed on foreign valuation, would be prohibitive as to a very large portion 
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of goods which are now being regularly imported, especially those which fall within 
that part of each classification where the abnormally high approximate percentages of 
duty prevail, as shown in the tables given below for pocketknives, scissors, razors, 
and table cutleiy. 

A. Pocketknives (par. 354): 

The experience of 12 years under the Dingley bill and of 3 ye&TQ under the Payne- 
Aldrich bill has shown beyond all doubt that the combination of specific and ad 
valorem duties on articles of cutjery as embodied in these bills is — 

(a) Unscientific and arbitrary with reference to classification. 

(b) Unequal and unfair in operation. 

• (c) Prohibitory as to a large class of goods. 

The proposed act, like the tariff act of Auj§:ust 5, 1909, makes arbitrary divisions 
for the imposition of specific duties. No gooareason can be assigned for fixing upon 
the prices of $1.25 ana $3 as the division lines, all knives costing $1.25 or lees (to 50 
cents) per dozen, paying 5 cents each, knives from $1 .25 to $3, 10 cents each, and those 
in excess of $3, 20 cents each, all in addition to the ad valorem duty of 30 per cent. 

From the following detailed table of the duties and percentages on pocketknives, 
the uneven and inequitable operation of the schedule can be seen at a glance: 

POCKETKNIVES. 



Value 

per 

doien. 


Rate of duty. 


Actual 
duty. 


Approx- 
imate 

percent- 
age. 


Value 

per 
dozen. 


Rate of duty. 


1 

Actual 
duty. 


Approx- 
imate 

age. 


SO. 40 


40 per cent 


iai6 


40 


$3.20 


20 cents each and 30 per 


S3. 36 
3.42 
3.48 
3.54 


105 
99 


.42 


, 1 cent each and 30 per 

cent 

do 


. -^ 


57 


3.40 
3.60 

aso 


cent 

do 




do 


93 


.45 


do 


.50 


do 


' .27 


54 


4.00 


do 


3.60 


90 




Average 




4.20 
4.40 
4.60 
4.80 
5.00 
5.20 


do 


3.66 
3.72 
3.78 
3.84 
3.90 
3.96 


87 






56 


do 




5 conta each and 30 per 
cent 




do 


.55 


.78 


139 
130 


do 


80 




do 


78 


.60 


do 


do 


76 


.70 


do 


.81 


115 


5.40 


do 


4.02 


74 


.80 


do 


.84 


105 


5.60 


do 


4.06 


73 


.90 


do 


.87 


96 


5.80 


do 


4.14 


71) 


1.00 


do 


.90 


90 


6.00 


do 


4.20 


70 


1.10 


do 


.93 


84§ 


6.25 


do 


4.27 


68 


1.20 


do 


.96 


W 


6.50 


do 


4.36 


SI 


L25 


do 


.07) 


78 


6.75 


do 


4.42 










7.00 

7.25 

7.50 

1 7.75 


do 

do 

do 

do 


4.50 
4.57} 
4.65 
4.72J 


65 
63 




Average 




102 








62 
61 


1.30 


10 cents each and 30 per 








cent VT 


1.50 
1.62 
1.65 


122 
115 
110 


8.00 

1 


do 


4.J0 


60 


1.40 


do 

do 


A vM'age 


77 


1.50 








1.60 


do 


1.68 


105 


8.50 


30 cents each and 30 per 






1.70 


do 

do 


L71 
1.74 


100) 
96 


9.00 


cent 


6.15 
6.30 


72 


1.80 


do 


70 


1.90 


do 


1.77 


93 


' a5o 


do 


6.45 


68 


2.00 


do 


1.80 


90 


laoo 


do 


6.60 


66 


2.10 


do 


1.83 


87 


10.50 


do 


6.75 


64 


2.20 


do 


1.86 


84 


11.00 


do 


6.90 


m 


2.30 


do 


1.80 


82 


. 11.60 


do 


7.05 


61 


2.40 


do 


1.92 


80 


1 12.00 


do 


7.20 


59i 


2.60 


do 


1.95 


78 


12.50 


do 


7.35 


58 


2.60 


do 


1.98 


76 i 


13.00 


do 


7.50 


57 


2.70 


do ' 


2.01 


74 1 


13.50 


do 


7.65 


56 


2.80 


do 


2.04 


72i 


14.00 


do 


7.80 


55 


2.90 


do 


2.07 


71 , 


14.50 


do 


7.95 


54 


3.00 


Avera£e . . 


2.10 


70 1 


15.00 


do 


8.10 


53 




Average 








89 




61 















T^eavin.^ out of consideration the very cheap knives, we can at once see the curious 
results of the specific and ad valorem duties combined. Knives costing 50 cents per 
dozen pay only 54 per cent total duty, while those costing 55 cents per dozen pay 131> 
per cent, or almo.n two and one-half times as much. As the cost gradually increases, 
the total duty decreases, until we reach the price of $1.25 per dozen, on which the 
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duty is 78 per cent. What poeeible reacon can there be for such a tremendous variance 
in a customs tax on the same line of goods, ranging from 78 per cent to 139 per cent? 

Now, however, comes one of the arbitrary division lines, for goods costing only 
5 cents more per dozen, namely, $1.30, pay a duty of 122 per cent as against 78 per 
cent on goods costing $1.25. 

As the prices continue to increase up to and including $3, the total duty again 
cMiesponaingly decreases from the high mark of 122 per cent to the level of 70 per 
cent. Then comes another arbitrary line of division and classification, and, by 
again changing the rate of specific duty on knives costing in excess of $3, the total 
duty on knives valued at $3.20 leaps up to 105 per cent — just 50 per cent more duty than 
the $3 knife yields. It is absolutely without justification that two similar articles, 
differing so slightly in cost, should be taxed at such widely dissimilar rates of duty. 

As the cost again continues to increase, the duty decreases, fo that with the impor- 
tation of an $8 knife the duty is 60 per cent, whereas with a knife costing $8.10 the 
duty is 75 per cent. 

A most cursory examination of the table of duties given above must soon convince 
the most ardent defender of the system of dual duties that such a wide divergence in 
rates as the table discloses is bound to keep out of our markets all such articles as 
would have to pay the comparatively higher rates, and, therefore, that as to them at 
least the proposed tariff act is prohibitive. For instance, you will find very few, 
if any, imports of knives costing from $1.35 to $1.65 per dozen which would have to 
be taxed at the practically prohibitive rates ranging from 122 per cent to 105 per cent. 
Likewise, you will not find many knives imported costing from $3.10 to $3.90 on which 
the duty ranges from 103 per cent to 93 per cent. 

Our tables and the figures which we have cited abo\e show the practically pro- 
hibitive ra'tes on most clasees of pocketknives in the proposed act, figuring the duties 
on foreign valuation. It must be remembered that the pocketknife industry is one 
that is well established in this countrv for a period of well over a quarter of a century, 
and figures of recent years indicated that the domestic industry turned out an amount 
of pocketknives equal to $1 0,000,000 a year. This, compared to the imports of pocket- 
kmvee for the 11 months ending May 31, 1921, of $764,747, is a tremendous sum indeed 
and dwaiib by comparison this amount of imports. It is our conclusion, therefore, 
that the duties as proposed for these schedules are as already stated : 

(a) Unscientific and arbitrary with reference to classification. 

(b) Unecjual and unfair in operation. 

(c) Prohibitory as to a large class of goods. 
B. Sciasora (par. 357): 

In a much greater decree all that has been said above in reference to the operation, 
effect, and character of the system of specific and ad valorem duties combined on pocket- 
knives is true of and applicable to the specific and ad valorem duties combined on 
razors and scissors. 

The schedule for scissors worked out in table form below will show the tremendous 
percentages of duty provided for under this new act, and the actual facts are that these 
duties, even figured out on the f orcdgn valuation, are absolutely prohibitive, and range 
from tne lowest duty on a very M^-grade scissors of 83 per cent to the l^mendous 
duty on a cheaper grade scissors of 334 per cent. 
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The actual increasee in duty in dollars and cenls over the present duty as pro* 
vided for in the Underwood bill are staggering and are shown clearly in the table: 



SCISSORS. 











Approxi- 










Approxi- 


Value 

per 

dosen. 


Rate of duty. 


Actual 
pro- 
posed 
duty. 


Actual 
present 
duty. 


mate 
percent- 
age of 
proposed 
duty. 


Value 

per 

dozen. 


Rate of duty. 


Aotoal 
pro- 
posed 
duty. 


Actual 
present 
duty. 


mate 
percent- 
age of 
proposed 
duty. 


40.40 


3 cents each 
and 35 per 








$1.80 


20 cents each 
and 35 per 










cent 


SO. 50 
.53 J 


10.12 
.15 


125 
1064 


1.90 


cent 


13.03 
3.064 


$0.M 
.57 


168 


-50 


do 


do 


161 




Average.. 








ZOO 
2.10 


do 


3.10 
3.134 
3.17 
3.204 
3.24 


.60 
.63 


155 








115 


do 


149 












2.20 
2.30 
2.40 


do 

do 


.66 
.69 
.72 


144 
139 


.60 


15 cents each 
and 35 per 










do 


135 




cent 


2.01 
2.04i 


.18 
.21 


334 
292 


2.50 
2.60 


do 


3.274 
3.31 


.75 
.78 


131 


.70 


do 


do 


127 


.80 


do 


2.08 


.24 


260 


2.70 


do 


3.344 


.81 


123 


.90 


do 


2. Hi 


.27 


235 


2.80 


do 


3,38 


.84 


120 


1.00 


do 


2.15 


.30 


215 


2.90 


do 


3.414 


.87 


117 


1.10 


do 


2.184 


.33 


198 


3.00 


do 


3.45 


.90 


115 


1.20 


do 


2.22 


.35 


185 


3.20 


do 


3.52 


.96 


110 


1.30 


do 


2.25i 


.39 


174 


3.40 


do 


3.59 


1.02 


105 


1.40 


do 


2.29 


.42 


163 


3.60 


do 


3.66 


I. OS 


1014 


1.50 


do 


2.32i 


.45 


156 


3.80 


do 


3.73 


1.14 


98 


1.60 


do 


2.36 


.48 


147 


4.00 


do 


3.80 


1.20 


95 


1.70 


do 


2.39} 
Z4l{ 


.51 


141 


4.20 


do 


3.87 


1.21 


92 


1.75 


do 


.52i 


138 


4.40 


do 


3.94 


1.32 


89 




Average . . 








4.60 
4.80 
5.00 


do 


4.01 
4.08 
4.15 


1.38« 
1.44 

1.50 


87 
85 








202 


. .do 










do 

Average.. 


83 








1184 













The actual facts in connection with the scissors industry in this country are that 
in two branches of the industry there is practically no competition whatsoever from 
abroad, and that the product of these two branches is exported to every comer of the 
world : 

1. Steel laid shears, which are made nowhere but in the United States of America, 
but for which a dutv of 10 cents each and 30 per cent ad valorem has been provided. 

2. Cast sciesors, which have always been more successfully produced in this country 
than in any other country in the world, as our export statistics clearly prove. 

American cast scissors enter into competition with all other scissors in the world 
markets and have successfully met all competition from all sources. 

An interesting sidelight on the actual state of the American cutlery trade is provided 
by the monthly summary in the Bulletin of Foreign Commerce of the United States, 
a monthly publication issued by the United States Government, which shows as 
follows: 

Exports and imports for 11 months ending May 31 y 1921. 
Exports: 

Table cutlery $2, 618, 044 

Safety ra/.ors 1, 323, 587 

All other razors 253,533 

All other cutlery, not specified, including scissors 2, 671, 563 

Total exports of cutlery 6, 866, 727 

Imports: 

Pocketknives 764, 747 

Razors 579, 639 

Scissors 831, 392 

All other 448,668 

Total imports of cutlery 2, 624, 446 

In short, as against a total of all cutlery exported of $6,866,727, there was imported 
but $2,624,446. In fact, the one item alone in our export statistics headed "All other 
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cutlery I not specified, including scissorst'' amounts to more in dollars and cents than 
the total of all cutlery imported, including table cutlery. 

It would appear on the surface that the American manufacturer is well able to com- 
pete with other countries in the world markets. 

When it is borne in mind that scissors are an article of household use and that the 
proposed tariff will compel the American householder to pay 50 cents for a 25 cent 
article and between 75 cents and $1 for a 50 cent article, the actual effects of the 
scisBors schedule will be promptly borne home to every household and school. 

C. Razors (par. 353): 

What we have said about scissors and pocket knives is equally applicable to razors, 
and the table which we dte below indicates the tremendous percentage of duty 
specified in the proposed act. The lowest percentage duty is M per cent and the 
lughest 150 per cent, as against 35 per cent and 55 per cent under the Underwood 

RAZORS. 



Value 
doiea. 


Rat«ofduty. 


Actual 
duty. 


percent- 
age. 


Value 
docen. 


Rate of duty. 


Actual 
duty. 


Approx- 
imate 
percent- 
age. 


tl.00 

1.20 
I 40 


10 cents each and 30 per 
cent. 

do..... 

do 

do 

do 

do 

do 

Averago. . . . ..... 


$1.50 

1.56 
1.62 
1.68 
1.74 
1.77 
1.78J 


ISO 

130 
115 
10ft 
96 
93 
9H 


$3.80 
3.95 

4.00 

4.20 
4.40 
4.60 
4.80 
5.00 
&50 
6.00 
6.50 
7.00 
7.50 
8.00 
8.50 
9.00 
ftSO 

laoo 


16 cents each and 30 per 

cent. 
do 

AvM'age 


$3.06 
3LlOi 


80 
7h 


1.60 




85 


1.80 
1.90 
1.96 


20 cents each and 30 per 
cent. 

do 

do 






3.60 

3.66 
3.72 
3.78 
3.84 
3.90 
4.05 
4.20 
4.36 
4.50 
4.65 
4.80 
4.95 
5.10 
5.26 
5.40 


90 

87 
84 






112 




12 cents each and 30 per 

cent. 
... .do 




do 


82 
80 


ZOO 


2.04 

2.10 
2.16 
2.22 
2.28 
2.324 


102 

95 
90 
85 
• 81 
79 


... .do 


2.20 


do 

...do ... 


78 
74 


2.40 


do 


do 

do 

do 

do 

do 

do 

do 

do 

do 


70 


2L0O 
2.80 


do 

... .do 


67 
64 


2.95 


do 


62 




Average 


60 

582 






80 




10 ceuts each and 30 per 
cent. 

do 

do 




56 
55 
54 


3.00 


2.82 

2.88 
2.04 
3.00 


94 

90 
86 
*3 


^20 
140 


Average..-. 






71 


3.00 


do 
















In the case of razors, the heaviest percentage of duty bears on the cheaper grade of 
Tsaon, which will, of course, compel the man in the street to pay an exorbitant price 
for his cheap razors, which, due to the general liqtiidation, have just gotten down to 
a modest basis again. 

D. T^bie cutlery (par. 355): 

A further reference to the export and impcnrt statistics given on pi^ 21 will shav: 
the inconsieteiicy of the very heavy specific and ad valorem duties proposed for 
table cntlenr. 

When it is realized that the exports of table cutlery for the 11 months ending May 
31 , 1921, amounted to 12,618,044, but $6,000 less than the total imports into this country 
of all cutlery, it seems somewhat out of date to treat this as an infant industry and to 
provide specific and ad valorem duties ranging as high as 150 per cent for the cheaper 
giades of table cutlery. 

The table-cutlery industry, by which is meant table knives, butcher knives, kitrhen 
knives, carvers, and aU ot&ir articles enumerated in paramph 355, has been domi- 
nated by the American manufacturers for vears. What have been imported have 
been specialties that are not made here and certain nades of table knives, butcher 
knives, and carvers, all of which had to be sold at higher prices with the present 
dut^ (d 30 per cent than goods of American manufacture that were similar. 

Tne present law exacts a duty of 25 per cent ad valorem on all such articles without 
kaodles and 30 per cent with handles. We are recommending that this paragraph 
be changed or amended so as to provide 20 per cent ad valorem, on American valua- 
tion» which rate (A duty affords more than ample protection to the American manu- 
faictuiers of these goods, and any substantial increase in the rate will prove prohibitive. 
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Our domestic manufactnrera have competed succesBhiUy with forei^ mantifac- 
tureis in foreign markete in these articlee, as may be seen by the table of statistics 
which we give you herewith and which was taken from Government records. 

We would further call your attention to the contanplated change in the duty on 
carvers and table-knife blades, finished or unfinished, from which you will see that 
it is proposed to classifv these blades with the finished article of the hi^est grade, 
such as have pearl handles attached, etc. 

We herewitn give you a comparison showing how the proposed duty would work 
out as compared to the finished article: 



Table-knife blades , 

Finished table knife, with the 
same blade, but with a cellu- 
loid handle. 



Value. 



SI per dozen 
12 per dozen 



Kate of duty. 



Actual 
pro- 
posed 
duty. 



16 cents eadi and 35 per cent — 12. 27 
8 cents each and 25 per cent 1. 66 



Present 
duty. 



Perct. 
25 
30 



Total 
pereeot- 
a<?eof 
pro- 
posed 
duty. 



227 



The foregoing analysis and review of the proposed cutler}^ schedules in H. R. 7456 
'demonstrate bej^ond doubt that they are arbitrary in classification, unequal and 
unfair in operation, and prohibitory as to a large class of goods. The proposed rates, 
as they stand, would be prohibitory even if computed on foreign valuation, as has 
always been tne practice. But when these rates are put into operation and applied 
on the American valuation they will surely be found to be absolutely and irretrievably 

Erohibitory. The substitution of the American valuation for the foreign valuation 
as the effect of doubling and trebling the duty, although there is no change in rates. 

III. The branding clause in each of the paragraphs, 354-361, should be amended 
so as to read as in present Underwood and former Payne- Aldrich bills. 

We respectfully refer to the clause in paragraphs 354, 355, 357, 358, 359, 360, and 
361, reading: 

** Provided further, That all the articles specified in this paragraph, when imported, 
shall have me name of the maker and beneath the same the name of the country of 
origin die sunk conspicuously and indelibly on the shank or tang ci at least one, or, 
if practicable, each and every blade thereof." 

This para^ph is quite a change from all previous tariffs, including the Underwood, 
Fayne-Aldnch, and Dingley, wnich always provided that the articles specified in 
the cutlery schedule when imported shall have the name of the maker or purchaser, 
instead of merely the name of the maker, stamped or die sunk conspicuously and 
indelibly on the ^lank or tang of at least one, or, if practicable, each and every blade 
thereof. 

The actual result of compelling each article to bear the name of the maker would 
be three-fold : 

1. It would destroy the hard work of 40 or 50 years which cutlery importers have 
put in to establi^ their own trade names and brands. In some instances extensive 
advertising campaigns have been entered into by importers who have mnt thousands 
of dollars in protecting and making their names good before the public. Hiis act 
would compel each importer to put the name cd the various manufacttirers from 
whom he purchases his goods abroad on eadi and ev^y article, and would give awa> 
his trade secrets to every customer. 

2. Many customers of the import^s insist on buying tJneir merchandise under their 
own special brand and mark which they in turn have established after years of hard 
pioneering and at considerable expense. This paragraph, as now worded, would, 
however, with one sweep set aside legally protected trade-marks and would violate 
long established poverty rights by compelluig the customers of the importers to have 
the name of the for^gn manufacturer stamped on the merchandise they buy. 

3. This provision would eventually prove to be as big a boomerang as the famous 
' * Made in Germany " provision was mr England. 1 1 will be recalled mat the Enrii^ 
were the first to conmel all articles to be stamped with the country of origin, xhe 
result was that "Maae in Germany'' became a by-word, not only in England and all 
her colonies, but throughout the world for certain classes of merchandise, and Qermany 
got more free advertismg throng this provision than she could possibly have hoped 
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to get by the expenditure of hundreds of millions of dollars. In this instance, the 
American Conc:reeB woidd be providing every foreign manufacturer with ^e beet 
kind of free advertising and fur from protctin^ Americans by the provision, would 
undoubtedly do incalculable harm, as the American public woiild become accustomed 
to the names of the various Crerman manufacturers and would, if satisfied with their 
I^oduct, insist on tiieir merchandise. 
We woidd recommend therefore that the wording of this clause read as follows: 
'*Provided/fiirther, That all the articles specified in this paragraph, when im- 
ported, shall have the name of the maker, or purchaser, and beneath the same 
the name of the country of origin die-sunk or branded conspicuously and indeli- 
bly on the shank or tang of at least one or, if practicable, each and every blade 
thereof," 
w it did in the previous bills, without harm to -any American manufocturer. 

IV. The rates should be revised so that there be a straight ad valorem duty provided 
for as follows: 

Per cent. 

Ptoigraph 354, pocketknives 40 

Paragraph 355, Uble cutlery 20 

Ptoigraph 357, scissors 40 

Paragraph 359, razors 40 

Ptoagraph 361, pliers and nippers 20 

It has always been the policy of the Cutlery Importers' Association to advocate rates 
of duty on cutlery whicn would be fair to both the domestic manufacturer and to 
the importer, as well as to the public. 

This attitude was evidenced in the hearings before the Ways and Means Committee 
in 1913 when the Underwood bill was in the making, at which time, although Uie 
Underwood bill as originally framed provided a dut^ ol 35 per cent for pocketknives 
and razors and 30 per cent for scissors, this association went on record as advocating 
a duty of 50 per cent on pocketknives and razors and 35 ]>^ cent for scissors. 

But rath^ than seem to be merelv destructive in our criticism, and in order to pro- 
vide for a tariff in which the schedule affecting cutlery shall be fsdr and just to tiie 
importer, to the domestic manufacturer, and to the consumer, we have suggested the 
rates appearing above, and have prepared a table showing the foreign cost of several 
specific articks, which cost is taken from actual import invoices oi recent date, and, 
is shown thereon, the corresponding dc^nestic value, the duty based upon such 
domestic value, computed at 40 pear cent ad valorem on pocketknives, scissors, and 
razors and 20 per cent ad valorem on table cutlerjr, and nave also added a column 
showing the resulting cost to the importer of the imported article with the 40 per 
coit duty on the domestic value. It is to be noted, however^ that this ''cost to 
importer" does not include any charges for transportation, freight, insurance, and 
odmr incidental charges. In the last cmumn of the table will be found the percentage 
which such duty, based on domestic value, is on the foreign cost. In scrutinizing 
the coitann of percentages, it will be lound that the percentases are actually higher 
than the duties which have been levied in any previous tariff bifl, including the Payne- 
Aldrich and Dingley bills. 

It will also be observed from this table that the difference between the coat to im- 
porter and the domestic value is in no case greater than sound business principles 
would require, and in some instances, as, for example, article No. 2610, 7J-incn scissors, 
the domestic value is $8.66, whereas the cost to the importer (exclusive of freight, 
transportation, insurance, and other charges), is $8.59, or a margin of only 7 cents per 
dozen. 

In Uie table are given examples of articles which are fairly representative of the 
great bulk of the fjoode imported, and what the table shows with reference to these 
specific articles wdl be found to be substantially true with reference to practically 
all the cutlery imported. 

We submit that it is evident from the tables presented that a straight ad valorem 
duty of 40 per cent on pocketknives, razors, and scissors, and 20 per cent on table 
cutlery, as suggested, wul provide more than adequate protection to the domestic 
manulacturer. and at the same time will permit the continuation of imports, which, 
^wever, will pay a much higher rate of duty than was received under either the 
Payne-Aldrich or Dingley bills. 
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Straight ad valorem duty of 40 per cent on pocketknives^ scissors^ and razors, and 20 ;xr 

cent on txiole cutlerif. 



Artido. 



Pocketknives: 

404 

614 DW 

N2000St 

6042 

6066 

Scissors: 

8338, 64-inch 

876*,3*-lnch 

1535,3Hnch 

2610, 7f.inch 

Razors: 

6201 SP 

lOlfSP 

Table cutlery: 

Wilson butcher kiiifv . 

66 stag carver 



ForoiRii 
cost. 


Domestic 
value. 


Duty 40 
per cent. 


Cost to 
importer. 


1 

$0.33 
.60 
.80 
2.33 
4.78 


$1.00 
2.75 
3.60 
7.00 

12.25 


$0.40 
1.10 
1.44 
2.80 
4.90 


$0.73 
1.70 
2.24 
0.13 
9.68 


.85 
1.35 
3.23 
6.13 


2.27 
3.70 
5.75 
8.66 


.90 
1.48 
2.30 
3.46 


1.70 
2.83 
5.23 
8.50 


1.17 
6.23 


3.25 
11.70 


1.30 
4.68 


Z47 
10,91 


2.79 
23.35 


3.50 
50.40 


i.70 
» 10.08 


3.49 
33.43 



Percent- 
age duty 
on foreign 



121 
183 
180 
120 
202 

106 
209 
71 
67 



111 
75 



31 

43 



1 20 per cent. 

It must be remembered that this proposed duty of 40 per cent is based upon the 
American valuation, and that such duty is equivalent to rates anywhere from 67 per 
cent to 209 per cent upon foreign value, as may be seen from the table. 

For the reasons more fully discussed under proposition No. "11/' we again most 
earnestly urge the elimination of iJl specific duties on cutlery. 

The Underwood bill provides two rates of ad valorem duty on pocketknivee, 
namely, 35 per cent on articles valued at not m/xe than |1 per dozen, and 55 per cent 
on articles >^ued at more than $1 per dozen. We know of no reason whatsoever why 
there should be two rates of ad valorem duty on knives any more than that there 
shoi^d be a combination of ad valorem and specific dut^. The 35 per cent rate 
should be abolished. It is open to all the objections which may be uiged agadnst 
mixed duties, i. e., a combination of specific and ad valorem duties on the same ar- 
ticles, and which objections we have already fully discussed. 

In reference to the duty on scissors and shears, we find that because of changed 
conditions of the past few years, the rate of 30 per cent as provided for in the Under- 
wood bill, computed on foreign cost, does not at this time provide ample protection, 
either to the manufacturers who were engaged in this industry before the war, at to 
those manufacturers of scissors and shears wlio acquired and equipped their factoheB 
within the iMist three or four years. We do feel, however, that a duty of 40 per cent 
computed upon American valuation, affords more than ample protection, because 
this rate, based on the American valuation plan, is actually equivalent to an avoage 
rate of well over 100 per cent, based on foreign valuation. In other words, the rate 
proposed bv us is at least three times the amount of duty now in f<»rce under the 
Underwood, bill. 

Our reason for recommendii^ a rate of 20 per cent on table cutlery as againflt 40 per 
cent on other cutlery ^ is that our experience under the Underwood bill has demon- 
strated that the American manufacturer of table cutlery does not need any protection 
greater than that provided for in the Underwood bill, and, therefore, in recommending 
a rate of 20 per cent, based on American valuation, we are suggesting a duty actuals- 
far in excess of the needs of the American manufttcturer. 

The fact that the domestic manufacturers of table cutlery do not need additional 
protection beyond that provided for in the Underwood bill is fully demonstrated by 
the table, setting forth exports of table cutlery from United States for the 11 montlw 
ending May 31, 1921. 

ThiB proves that the American manufacturers have fully demonstrated that they 
can compete successfully with foreign competition in the markets of the world as they 
have been doing in Uie past. 

In conclusion we submit, that if the schedules in H. R. 7456, paragraphs 354^1 , 
are revised in accordance with the suggestions herein made, adequate protection will 
be provided for Uie American manufacturors, and it will give just that stimulus, 
through foreign competition, which, according to the old adage, **is the life of trade.'* 
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SscpnoN 402, AS Amemdbd by Senate Finance Oommittbb. 

SDOLAIIITY. 

Sec. 402. (a) Wherever in this act reference is made to the similarity of merchandise 

aether manufactured, partly manufactured, or unmanufactured} to other mercban- 
, such similarity to establish a price shall be based on similarity in material, 
quality, construction, and kind. 

DOMESTIC VALUE. 

(6) The domestic value of the imported merchandise shall be the price at the time 
of exportation of the imported merchauidise, at which similar domestic merchandise, 
packed ready for delivery in the principal markets of the United States, is sold or 
freely offerQU for sale to all purchasers in such markets, in ordinary course of trade 
and in the usual wholesale quantities. 

IMPORT VALUE. 

(c) The import vali^ of imported merchandise shall be the price, at the time of 
exportation of such merchandise, to the United States, at which such or similar im- 
ported merchandise is freely offered for sale, packed ready for delivery, to all pur^ 
chasers in the principal mancets of the United States, in the ordinary course of trade 
and in the usual wholesale quantities. 

EXPORT VALUB. 

(cO The export value of imported merchandise shall be the price, at the time of 
exportation of such mefchandise to the United States, at which such or similar mer- 
chandise is freely offered for sale to all purchasers in the principal markets of the 
country from which exported, in the usual wholesale quantities and in the ordinary 
course of trade, for exportation to the United States, plus, when not included in sucn 
price, the cost of all containers and coverings and all other costs, chai^ges, and expenses 
incident to placing the merchandise in condition, packed ready for shipment to the 
United States, leas the amount, if any, included in such price, attributable to any 
additional costs, charges, and expenses, and United States import duties incident 
to bringing the merchandise from the place of shipment in the country of exportation 
to the place of delivery in the United States, ana plus, if not included in such price, 
the amount of any export tax imposed by the country of exportation on merchandise 
exported to the United Sutes. 

COST OF PRODUCTION. 

(«) The cost of production of imported merchandise shall be the sum of — 

(1) The cost of materials of, and of fabrication, manipulation, or other proccan 
employed in manufacturing or producing, identical or substantially identical mer- 
chandise, at a time preceding tne date of shipment of the particular merchandise 
under consideration which would ordinarily permit the manufacture or production 
of the particular merchandise under consideration in the usual course of business; 

(2) The usual general expenses (not less than 10 per cent of such cost) in the 
case of identical or substantially identical merchandise; 

(3) The cost of all containers and coverings, and all other costs, charges, and ex- 
peases incident to placing the particular merchandise under consideration jn condi- 
tion, packed ready for shipment to the United States; and 

(4) An addition for pront not less than 8 per cent of the sum of the amounts found 
ander paragraphs (1) and (2) equal to the profit which is ordinarily added, in the 
case of merchandise of the same general cnaracter, as ^e particular mercnandise 
under consideration, by manufacturers or producers in the country of manufacturp 
<^ production who are engaged in the same general trade as the manufacturer or pro- 
ducer of the particular merchandise under consideration. 

VALUE. 

<7) For the purposes of this act, the value of imported merchandise shall be — 
fl) The domestic value. 

(2) When the domestic value can not be ascertained to the natisfaction of the 
appraising officer, then the import value. 
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1928 TASl^F HBABINGS. 

(3) If neither the domestic value nor the import value can be aeoertained to the 
satifflaction of the appraising officers, then the export value, plus if not included in 
such price, duty, cost of transportation, innirance, and other necessary expenses 
from tne place of shipment to the port of arrival in the United States and a reasonable 
addition tor profits and general expenses not lesss than 16 per cent. 

(4) If neither the domestic value, the imi>ort value, nor the export value can be 
ascertained to the satisfaction of the appraising officer, then the cost of pcoduction, 
plus duty, cost of transportation, insurance, and other necessary expenses hem the 
place of shipment to the port of arrival in the United States and a reasonable addi- 
tion for pronts and general expenses not less than 16 per cent. 



Supplementary Brief op Adolph Kastor & Bros. 

In reply to request to classify hair dippers and toilet clippers under pa^raph 357 
(scissors and shears) instead of paragraph 393 (basket clause of dchedide 3) of BL. R. 7456. 

We earnestly uree your conunittee to allow hair clippers and toilet clippers to be 
classified, as they nave been under all previous bills, in the basket clause, whidi is 
paragraph 393 of the Pordney bill, covermg articles composed wholly o^ in cfiief ybIuc 
of iron, steel, etc., and are taxed at the rate of 35 per cent ad vidorem. 

It has been suggested by certain American manufacturers that clippen be classified 
specifically under ]>aragraph 857, and that they bear a dvty of 25 cents each and 35 
per cent aa valorem. 

We contend that they are correctly classified in the Fordney bill, and that 35 per 
cent ad valorem in coniunction wim American valuation will provide more than 
adequate protection for tne American manufacturer. 

Tne most prominent clippers sold throughout the United States are the styles or 
sizes known as No. 1, No. 0, and No. 00, and we submit below some data baaed on 
these numbers, demonstrating that a specific duty of 25 cents per piece, plus 35 per 
cent ad valorem, Will be prohibitive and act as an embargo, whereas an ad valorem 
duty of 35 per cent under paragraph 393 will afford the domestic manufacturer ample 
protection without strangling importation. 

NO. 1 CUPPBR. 

On a No. 1 cut clipper, which is a coarse civt, the price in maaka is 23 marks per pair, 
which, figuring the mark at the rate of 1.20 cents, is 28 cents, llie comparative 
American clipper is sold by the Universal Shear & Novelty Co. for 55 cents. 

Under the rates requested by some domestic manufacturers the duty would be 
25 cents each and 35 per cent ad valorem on 55 cents, which would total 44 cents. 
This sum, plus the foreign base cost of the clipper, without any charges for trans- 
portation, insurance, general expenses, or profits, would be 72 cents. 

Obviously, this clipper could not be imported to compote with the American, which 
is sold for 55 cents. 

NO. CLIPPER. 

On the No. clipper the price is 27 marks, which, at the rate of 1.20, is 32 cente. 
But the American cupper, similar in material, quality, construction, and kind, is sold 
for 80 cents. 

At the requested rates, the duty would be 25 cents specific, plus 35 per cent of 8(( 
cents, which would total 53 cents. This sum, plus the oase cost of 32 cents, amounts 
to 85 cents, without charges for transportation, insurance, general expenses, or profit. 
Needless to say, the importer could not sell this foreign clipper in competition with 
the American article. 

NO. 00 CUPPEE. 

No. 00 clipper is one of still finer cut. The price of this in Germany is M marks, 
which amounts to 37 cents; but the American clipp^ of like quality is sold in 
the usual wholesale quantities for 90 cents, so that tne duty would be 25 cents each 
and 35 per cent of 90 cents, which would total to 57 cents. This, plus the original 
cost of the clipper would amount to 93 cents, without charees for transportatioD. 
insurance, and other expenses, so that the foreign clipper comd not be sold against 
the similar American item, which is selling for 90 cents. 

On the other hand, if the duty ^n each of these items is 35 per cent ad valorem 
only, as is the case under the Fordney bill, it would provide adequate ptt>tection 
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for ttie Amedeaii manufacturer and still penult the importer to compete, t&, may be 
seen from Uie foUowiug; 

Thirty-five per cent on the No. 1 clipper selling for 55 cents is 19 cents; plus the 
base cost of 28 cents, givpS a total of 47 cents; so that the importer could not make 
cA'ena verv large margin of pto&t if he TVBre to compete with tne American article. 

On the No. clipper. 35 per cent of 80 cents is 28 cents; phis the base cost of 32 
cents, gives a total of GO cents, without transportation charges, insurance, and other 
expenses, which scarcely leaves the importer ft sufficient margin to sell his clipper in 
competition with the American. 

On the No. 09 clipper, 35 per cent of 90 centd is 32 cents; plus the base cost of 37 
cents, gives a total of m cents, leaving the importer (without chaiges for tranfigportatioii, 
freight, and other expenses) to compete with the American clipper selling for 90 cents. 

We submit, moreover, that during the war, when there was no compe,tition from 
abroad on clippers, that the Amencan clipper manufacturers got monopoly prices, 
and that it was only under the influence of the foreign competition that these prices 
were brought down to a point where clippers could be bought by the man- in the 
street. . • . 

American clipper manufactorers have for years exported their product in compe- 
tition with the manufacturers of foreign couirtries to all parts of the world, and they 
are still doing so. 

It must be remembered that under the Underwood-Simmons bill there was a duty 
of only 20 per cent on hair clippers, based on foreign valuation. With clippers in 
the basket clause, as at present, they will be dutiable at 35 per cent, based on American 
valuation, which is in itself an increase in duty of from 200 to 300 per cent. 

We submit, therefore, that the facts do not justify the nsqnest for a specific dutv in 
addition to 35 per cent ad valorem, and urgently request the Senate Finance Com> 
ndttee not to Classify* clippers in paragraph 357, but to allow them to remain in the 
hntket clause in the Foraney bill as proposed at present and as was the case in all 
previous tariff bills. 

STATEMENT OF J. A. GHHESTEKSEN, BBPBESEinMKa THE ONTABZ0 
KNIFE CO., FRANKIJNVII«LE, N. Y. 

The Chairman. Where do you reside, Mr. Chrestenseii ^ 

Mr. Chkbstensen. I am with the Ontario Knife Co., of Franklin- 
ville, N. Y., and I am interested in pargraph 355 of this proposed 
tariff bill. I also represent American Cutlery Co., Chicago, 111. ; 
American Tap & Die Co., Greenfield, Mass.: John Chatillon & Sons, 
New York City ; Clyde Cutlery Co., Clyde, Onio ; Goodell Co., Antrim, 
N. H. ; T^mson & Goodnow Munuf acturin^ Co., Shelbume Falls, Me. ; 
Landers, Frary & Clark, New Britain, Conn. ; Meriden Cutlery Co.. 
Meriden, Conn. ; Northampton Cutlery Co^, Northampton, Mass. ; ana 
John Russell Cutlery Co., Turners Falls, Mass. 

The Chairman. What is it you want with reference to this bill, 
Mr. Chrestensen? 

Mr. Chrestensen. In the first place, I want to state that 1 repre- 
sent not simply the Ontario Knife Co. but 12 manufacturers of cut- 
lery who produce more than 90 per cent of all the cutlery manufac- 
tured in tnis country, as covered by paragraph 355. 

I had not anticipated, Mr. Chairman, that it would be necessary, 
after the careful manner in which this matter was presented before 
the Ways and Means Committee, to make a further presentation, 
and to appear here to substantiate in jiny way the schedules which are 
already incorporated. I liad planned to come here simply and ask 
permission to file a brief: but as the result of what I might term 
a vicious and rather hysterical attack against this schedule and the 
other cutlery schedules before this committee yesterday afternoon, I 
feel that it is up to us to substantiate to this committee the schedules 
which are already in this paragraph. 
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We propose to do that by a line of samples showing the imiwrted 
values as compared with the American selling price. 

The first item is a 9-inch cook knife that comes imder paragraph 
355. This knife was made in Germany, imported into this countrj- 
at a price of 261 marks per dozen, and at the time it was brought into 
this country marks were on the basis of 85 marks to $1, or about 
$0.0117. I nave, figured it on that basis. I think the German mark 
to-dav is somewhat below that figure. The last quotation, I believe, 
the closing market of yesterday, states it to be $0.016i as against 
$0.0117. 

That means, gentlemen, that this knife, in teims of dollars, was 
$3.07 per dozen. 

I have here a sample of a comparable knife in every respect made 
by Landers, Frary & Clark, of New Britain, Conn., the selling price 
of which, to-day, and also at the time at which this knife was brought 
in, is $11 per dozen. 

The proposed tariff, which this gentleman yesterday afternoon told 
you is absolutely pronibitive, figures out in this way : 

There is an 8-cent specific duty upon this knife. That means 96 
c«nts specific duty per dozen. There is a 35 per cent ad valorem 
duty upon the American value, which figures $3.85 per dozen, making 
a total tariff of $4.81. Add that to the cost of $3.07, and it makes 
$7.88. For full measure add to the initial cost of $3.07 5 per cent to 
cover ocean freight and insurance, and you have a landed cost Jaid 
down to the same trade that is sold to m this country of $8.03 per 
dozen as against $11 per dozen. 

The next item, gentlemen, to which I wish to call your attention 
is an 8-inch butcher knife. This also was imported from Germany, 
at 147.2 marks per dozen. Figured on the same basis of value, this 
knife would cost in terms of dollars $1.73 per dozen. I have samples 
of a knife made by the Ontario. Knife Co. which, if you gentlemen 
wish to examine*, you may. It is selling at $5.86 per dozen. A knife 
made by the Nortliampton Cutlery Co., of Northampton, Mass., is 
$6.10 per dozen. A knife made by Landers, Frary & Clark, of New 
Britain, Conn., sells at $6 per dozen. We therefore have taken the 
average of these prices, which is practically $6 per dozen, and figured 
our tariff upon that basis, the specific duty amounting to 96 cents per 
dozen; 36 per cent on the American value is $2.10, giving a total 
tariff of $3.06, with an initial cost of $1.73, which makes a value of 
$4.79. Adding again 5 per cent to cover ocean freight and insurance, 
it makes a landed value to the same trade to which we sell of $4.88 
as against $6.10. 

The next item, gentlemen — because I want to cover this as rapidly 
as possible — is a 10-inch butcher knife. This knife is brought in from 
{lermany at 201.6 marks per dozen, which, translated into American 
currency, means $2.37 a dozen. 

Senator Walsh. Is that the wholesale price or the price the im- 
porter pays? 

Mr. Chrestexsex. That is the price at which it comes in and at 
which anyone can buy it. 

Senator Walsh. So, then, it is the wholesale price? 

Mr. Chrestensen. Yes, sir. 

Senator Walsh. You are not giving us the importers' prices, but 
tlie wholesalers' prices! 
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Mr. CuRF^TENSKN. I am giving you the price that ^oes to the same 
trade that we do. Understand this 

Senator Wai>sh. Is it not true that the impoiler adds something 
to that? 

Mr. Chbestensen. I do not know what they do. 

Senator Walsh. Do you mean to tell me that you do not know that 
the importer buys and sells goods for the same prices? He does not 
put a commission on? 

Mr. Chrestensen. I do not know what tkeir profit is. 

Senator Walsh. Are you giving us the import price plus the 
profit of the importer or hot? 

Mr. Chrestensen. I am giving you the price to the same trade to 
which we sell our goods. You may call them irajwiters or what yon 
please. 

Senator Walsh. It is the wholesale price, then ? 

Mr. Chrestensen. All right; it is a mere matter of terms. On 
comparable articles, a knife made by the Ontario Knife Co. sells to 
the trade at $7.96 per dozen. A knife made by Lamson sells at $1> 
per dozen 

Senator Walsh. These are the same kinds of knives ? 

Mr. Chrestensen. These are comparable knives. A knife made by 
the Northampton Cutlery Co., of Northampton. Mass., sells for $8.50. 
A knife made by the Cflyde Cutlerv Co., of Clyde, Ohio, sells for 
$8.10 per dozen. A knife made by Landers, Frary & Clark, of New 
Britain, Conn., sells for $8.30 per dozen. Taking the average price 
of these five representative American manufacturers it gives a pri<*e 
of $8.37 to the wholesale trade. Figuring in again the specific <luty 
under the new tariff, it is 06 cents per dozen ; 35 per cent upon thV 
American valuation, ^.93, making a total tariff of $3.89. Adding 
that to the initial cost of $2.37, it gives a value of $6 20. Addiiig Tv 
I)er cent again for freight and insurance, it gives a i)rice of $6 3s 
against an average price of $8.37. 

Senator Walsh. Do you mean to assert here — I do not mciin t(^ 
dispute you, but I want to understand the fact— that you can buy a 
Oermaii-mado knife comparable to the five knives that you have de- 
.scribed here as made by American concerns for ^.37— did you say t 

Mr. Chrestensen. To which knife do you refer? 

Senator Wai^h; The German knife, the imported knife. 

Mr. CiiHEsi*KN8EN. Which particular one? 

Senator Walsh. This last sample that you have been describing 
here. You named five knives, three of which were made in Massachu- 
setts, and you compai*ed them with a (ierman-made knife. 

Mr. Chrestensen. A 10-inch knife. 

Senator Walsh. What is the price of the German-made knife, the 
wholesale price in America ? 
' Mr. Chrestensen. Including tariff and everything? 

Senator Walsh. Including the tariff under the Under wotid bill. 

Mr. Chrestensen. I have not figured it out. Tender the proposetl 
law it is $6.38. 

Senator Wai-sh. But you have attempted to give us the wholesale 
price of these five different knives produced by American conc*erns 
to-day, and you have not here with you a comparable German-made 
knife and can not tell us what the wholesale price of it is? 

Mr. Chrestexsen. $0.38. 
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Senator Waijsji. That is what I asked you, and yon could have told 
nie before. 

Mr. Chrestknsex. Is there anythin^e^ further, Senator? 

Senator Wai^ii. Xo. 

Senator McLean. I do not quite understand. Is tl>e price of the 
German knife $6.88? 

Mr. Chrestenken. Ycfi^ sir. 

Senator McCumber. With duty and everything. Is that th^ duty 
on the American valuation? 

Mr. Chrestensen. Under the American valuation ; under the pro- 
posed tariff. 

Senator McLean. What was the price to the wholesaler here of 
that German knife? 

Mr. Chresten8en. $6.38 laid down. 

Senator McLean. But that is duty paid. I mean without the duty 

Mr. Chrestensen. $2.87. 

Senator Walsh. Without the Underwood duty? 

Mr. Chrestensen. Without any duty. 

Senator Walsh. And the Underwood duty, you say, is the dif- 
ference between $2.88 and six dollars and some odd cents? 

Senator MoCtjmber. No ; that was the American article 

Senator Walsh. I am trying to have him tell me what the whole- 
sale price of the (ierman knife is in the market without any con- 
sideration of the Fordnev or any othei* proposed l^islation. 

Senator McCumber. What does it cost to produce that knife in 
Germanv and what is it sold in Germany for? 

Mr. Chrestensen. $2.37 a dozen. 

Senator Walsh. So that you can buy to-day on the open market a 
knife comparable to these five ^Vmerican-ma^e knives that you say 
have an average price of $8.50 for $2.37? 

Senator MoUumbbr. In Germany, I asked him. 

Senator Walsh. What is the price to-day in this country? 

Senator MoCumbbr. Six dollars and something, he says. 

Senator Walsh. If that is so, the tariff rate and the profit of the 
importer is the difference between $2.30 and $6? 

senator McLean. No; he is talking about the American knife, as 
I understand it. Will you riot explain that ? 

Senator Walsh. Can you give us the price on the open wholesale 
market to-day of that German-made knife that you have in your 
hand, with which you are making a comparison with five American 
knives? 

Mr. Chrehtensen. May I make a statement hei'e? 

Senator Walsh. Certainly you may. 

Mr. Chrbstensen. I am here for the purpose of substantiating the 
schedules under the proposed law. The statement was madeTiere 

esterday afternoon that those schedules were absolutely prohibitive. 

am showing you what the price would be to the same trade to which 
we go to-day based upon those schedules. 

Senator IiIcLean. And that would be $6.38 ? 

Mr. Chrehtensen. Yes, sir. I have tried to make this as clear as 
possible. 

Senator Walsh. So the difference to-day, then, between the Ger- 
man knife and the American samples that vou produce here is 
about $2? 
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Mr. CHREftTEN8EN. $2 Dct dozen. 

Senator Du4Unoham. Thiit ift, under the schedules of this bill? 

Mr. Chrestensek. Yes, sir. 

Senator Diix.inoham. I understand you to say that you have not 
made any computation under the Underwood bill, the existing law. 

Senator Sxjthebland. The price of that knife, $6.38, duty added, 
is $2.37 in Germany? 

Mr. Chkestensen. $2.37 in Germany. 

Senator Wamh. I would like to ask the members of the com- 
mittee, if there is any member who can tell me, the price in the open 
market to-day of that German knife. I want it for the purpose of 
accuracy. T^e can then deduct the Underwood rate and find out 
what the German import price may be and the profit of the importer. 

Senator Sutherland. He has given you the German import 
price — $2.37. 

Senator Wamh. I wish you would figure it out for me if you can. 

Mr- Chkestensen. Twenty-five per cent of $2.37 is 59 cents, which, 
added to the price, makes $2.96, plus your 5 per cent, whidi would 
be 12 cents^aking $3.08 under the Underwood tariff. 

iSenator Walsh. So the wholesale selling price of that knife is 
$3.08 and not $6. 

Senator McLean. That is under the Underwood bill. 

Mr. Chrestensrn. I have not stated that the price to-day was $6. 

Senator Walsh. The price to-day is three dollars and how many 
ceiite? 

Mr. Chbestensen. $3.08 under the Underwood tariff. 

Senator Walsh. So that you can go into the market and buy a 
dozen of these knives for $3.08, and you have to pay for the same 
knife made in America $8.50? 

Mr. Chkestensen. You cae go to tlie German market, import 
those knives and pav the duty, and have them landed in New York 
for $3.08. 

Senator Walsh. That is what I understood you to say. 

Mr. Chbestensen. Yes, sir. 

Senator McCumber. Then there is a profit to the importer. 

Mr. Chkestensen. I have not said anything about any profit to 
any importer. 

The Chaikman. Are these different kinds of cutlery from different 
countries of the same standard of efficiency and make-up ? In other 
words, is the steel about equal in all of them ? 

Mr, Chkestensen. Yes. All these various knives, samples of 
which I have shown, of German manufacture ai'e of the best goods 
made in Germany. 

The Chatrman. Are they as good as similar goods made in 
America ? 

Mr. Chkestensen. Those knives are as good as these knives made 
in America. I should say it was a fifty-fifty proposition. 

Senator Sutheri^nd. I do not quite understated from the witness's 
statement how he arrives at the $6.38. 

Mr. Chkestensen. Figuring upon the proposed schedule 

Senator 'Sutherland. Just give the details of the figures — ^how 
you arrive at $6.38. Take the German aiticle and add the various 
additions that are necessarv to be made. 
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Mr. Chr£Sten6£n. The German price per dozen, translated into 
American money, is $2.37 pjer dozen. The selling price of a com- 

S arable American-made article to the wholesale trade is $8.37 per 
ozen. The proposed Fordney tariff levies a specific duty of 8 cents 
each, to begin with. That makes a specific dutpjr of 96 cents per 
dozen. Then it provides that in addition to that tnere shall be an ad 
valorem duty of 35 per cent on the American value, which is 35 per 
cent of $8.37— $2.93. Add that to the specific duty of 96 cents and it 
makes $3.89 that must be added to your cost of $2.37, which makes 
$6.26. Added to that I have taken 5 per cent of the $2.37 to cover 
ocean freight and insurance, which makes the total landed cost to 
anyone who wishes to buy this, the importer or whoever he may 
be, $6.38. 

Senator Walsh. The experts say to me that you must add to that 
25 to 30 per cent for the overhead charge of the importer. Is that a 
fact or not? You have not given a cent to the importer. You have 
put 5 per cent on for ocean fi^ight and insurance. Is he going to get 
something out of this transaction? How much are you going to add 
for him? 

iSr. Chbbstbnsbn. I do not know. 

Senator Walsh. The testimony is that they usually add 25 per 
cent 

Mr. Chbsstbnsbn. Then let them add 26 per cent. 

My contention is this, that we sell these 10-inch butcher knives to 
the trade, in New York, in Massachusetts, in Ohio, and California^ 
and all over the country. Those same people to wnom we sell that 
10-inch knife at $8.30 per dozen can go direct to Germany and buy 
them themselves and have them laid down in New York at $6.38. 

Senator Dhjjngham. Under the provisions of the proposed law? 

Mr. Chrestensen. Yes. sir. That is the point. 

Senator McLean. Mr. Kastor, who is an importer and has connec- 
tions in Germany, can easily out that knife down in this country for 
the price that you have statea? 

Mr. Chrestensen. I assume that Mr. Kastor could purchase these 
knives through his German factory at German domestic prices, 
which are lower than German i>rices for export to the United States. 

The next item, ^ntlemen, is a (Jerman-made so-called boning 
knife. 

Senator Si therland. Do you know, as a matter of fact, what the 
price named by importers of that knife at this time would be, subject 
to this proposed tariff? 

Mr. Chrestensen. The only evidence, Senator, that I have is « 
bill for these samples purchased for us from the people who im- 
ported the knives — Graef & Schmidt, of New York City. 

This 9-inth cook knife, which I have figured out/has a landed 
value under the proposed tariff of $8.03, was sold to our customers 
ui)on their ivguisition for $20 per dozen. 

The 8-inch butcher knife, which I have figured under the proposed 
(aritf as being able to be bought for $4.88 per dozen, was sold to our 
customei*s under an invoice at $12 per dozen. 

Do you desire any more information beyond that ? 

Senator SirrHERilANn. That is the information I wanted to get. 
As a matter of fact, they are not putting those knives on the market 
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here at the low price of $6.38 in competition with the American-made 
knives? 

Mr. Chrestensen. They are able to put them on the market at 
prices below what we can sell them for. If they are able to get 
100 or 200 or 300 per cent profit and can get awav with it, they will 
do it. As conditions change and they are compelled to reduce their 
prices, they will do so. 

The Chairman. Is there any difference in quality between the 
German product and the English product ? 

Mr. Chrestensen. No. As between the high-gi-ade products of 
Germany, such as the Henckels line, and the high-grade products of 
Great Britain, there is in quality, so far as one can determine, prob- 
ably no difference. The Uerman knife is a better finished knife. 
It has a nicer appeai-ance. The English goods are more crude. 

Since you have brought up the matter of English knives, Sen- 
ator, I want to say that the statement that was made yesterday 
afternoon that these schedules are prohibitive would apply to goods 
9t English manufacture. We claim that these schedules are fail- and 
do not at the present time cover the difference in cost between Ger- 
many and this country, because Germany is the country of the lowest 
priced production. English costs to-day are pretty comparable 
with our own, and therefore 

Senator Wai^sh. And Canadian costs are very much so. . 

Mr. Chrestensen. There is practically no cutlery made in 
Canada. 

Now, we are between the devil and the deep sea as to whether you 
are going to keep out English cutlery by a tariff or whether it would 
be kept out in competition, on a lower tariff, with the German goods 
that are brought into this country ; because, positively, English goods 
when imported into this country could not compete with the Ger- 
man articles any more than could our goods. So you are going to 
keep them out either one way or the other. 

Senator McLean. If we can equalize the exchange 

Mr. Chrestensen. That is just what I was gomg to say. If in 
the wisdom of this committee you coidd devise anything which would 
ec^ualize the difference in the depreciation as l>etween those coun- 
tries so that they will be brought to a nearer basis, the American 
manufacturers would be very glad to have it done. 

Senator McLean. That would make possible some reduction in 
the duty and still give jou ample protection? 

Mr. Chrestensen. 1 es, sir. 

Senator Walsh. Do you know of any way of doing that ? 

Mr. Chrestensen. I do not. 

Senator Walsh. There is a way, is there not — paying their debts 
and taking them on our own shoulders? 

Mr. Chrestensen. I would not at this time^ under any considera- 
tion, take over the work of the Finance Committee. 

The Chairman. It is a hard job. 

Mr. Chrestensen. It surelj is. 

I have some other samples m other lines here. 

Senator McLean. I think we imderstand it 

ifr. Chrestensen. There is just one thing, if I may ask for just a 
moment. 
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In the brief submitted here yesterday afternoon — and T have had 
only a very few minutes to go over it in a very cursory way — I wish 
to call your attention to the exhibits in the schedules pertaining to 
table cutlery, paragraph 365. 

This gentleman appeared here yesterday afternoon representing 
more than 80 per cent of the total importations of cutlery into this 
country. He came here and stated, or left the impression with this 
committee, I believe, that practically every one of those importers 
were at the same time honest-to-goodness American manufacturers of 
cutlery with large investments in this country in manufacturing 
plants, giving work to American workmen. That, gentlemen^ you 
can inv^igate as well as I. The only exhibit that this gentleman 
puts in under table cutlery is an English butcher knife imported by 
Herman Boker & Co. I do not believe that Herman Boker & Co., in 
the first place, are in the habit of importing any considerable quan- 
tities of English-made knives ; and the very fact that this association, 
made up of those who have large interests m Germany, could not find 
in the whole range of their importations a German-made butcher 
knife that they could present to this committee, is evidence that they 
have a pretty weak case, and that they havegot to get an English 
butcher knife in order to prove their case. We ^tint that the pro- 
posed tariff is an embargo, practically, upon some English cutlery. 

Furthermore, as a matter of interest 

Senator Walsh. Wait a moment. The proposed tariff bill you say 
is an embargo on all English-made goods? 

Mr. Chrbstensen. Upon some English cutlery. 

In addition, this Wilson butcjier knife would be imported into this 
country — I do not care whether you put 600 or 1,000 or 2,000 per 
cent upon it ; all the Wilson line ot butcher knives havei been imported 
into this country for years and they go to a peculiar trade that de- 
mands their knives and their knives only. Tney will not have any 
others. 

You will find that under the colunm of tariff upon these butcher 
knives this fiffur^ out $3.14. If this gentleman in any way can figure 
that beyond $2.18 under the proposed tariff, I would like to see his 
figures. 

jMay I have permission to file a brief later? 

The Chaibman. You may. 

SCISSOBS AHD 8HEABS. 

[Paragraph 887.] 

STATEMENT OF CAHUiLE L. GAIBOABB, BEPBESENTINa J. WISS 

& SONS CO., newabe; n. j. 

The Chairmax. You will simply speak on what has already been 
heard by the committee, will you not? 

Mr. Gairoard. No, sir. 

Senator McLean. He represents the American producers. 

Mr. Gairoard. The American manufacturers of scissors and shears 
in this country that were established before the war. 

The Chairman. What is your occupation? 
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Mr. Gairoard. I am sales manager of J. Wiss & Sons Co., New- 
ark, N* J. I am also chaiiinan of the tariff committee of seven large 
manufacturers of shears and scissors who previous to the war prac- 
tically furnished 90 per cent of the total that was tunied out in the 
United States. 

The CHAIR3IAN. Briefly speaking, what do you want with refer- 
ence to the bill? Are you satisfied with the way it was passed in 
the House? 

Mr. Gairoard. We are. Senator; but we think we should have at 
least five minutes to counteract the effect that was attempted to be 
produced yesterday regarding valuation. 

TJhe Chairman. The committee has exhaustively heard everyone 
on valuation. You arc satisfied with the rate that the House has 
fifiven, are you not? 

Mr. Gairoabd. I am ; but I just want to have five minutes to say 
something which I think will interest you. 

Senator McLean. Mr. Chairman, you were not here yesterday 
afternoon 

The Chairman. Some of the time, but not all the afternoon. 

Senator McLean. The witness who closed yesterday claimed that 
these rates would operate as an embargo against German importa- 
tions, and it is in reply to that that this witness wishes to put in 
some exhibits. 

ITie Chairman, (to on. Of course, you must bear in mind that 
all of these rates will be carefully examined by the Treasury expert, 
and this committee, I think, is not going to permit any prohibitive 
rates. 

Mr. Gairoard. We understand that. We do not want any prohibi- 
tive rates. We think that all that is before this committee is the 
question of wages which have to be equalized. 

Our importing friends come here and talk about the dear Ameri- 
can public. We think that the dear American public is the work- 
men 

Senator McLkan. We understand that. Get right down to your 
reply to Mr. Eastor. 

Ml*, (tairoard. I have here a 7^-inch barber shear imported by A. 
Witte, of New York City, about January 1, 1921, at about 344.80 
marks, which makes the United States value $4.69 per dozen, plus a 
duty of $1.37 per dozen under the Underwood bill. That is sold 
by a retailer for $3 per pair. A pair of American barber shears 
comparable to the abov^ would sell wholesale at $11.40 per dozen. 
Based on the proposed tariff the duty and German cost would equal 
$10.89 per dozen. 

I am citing that to show you that the American public would not 
suffer if the proposed tariff were to be put on a barber shear of that 
kind. 

The Chairman. Were there anv shears importe<l recently into the 
United States? 

Mr. Gairoard. Yes, sir. 

Senator McLean. Very large importations. 

Mr. (jAiROARD. The importation into the United States previous 
to the war averaged about 400,000 dozen per year. 

The Chairman. Steel-laid scissors and shears? 
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Mr. (lAiKoARD. Very few steel-laid scissors and shears are imixirted, 
l>ut of all other shears and scissors -AOO/KK) pail's on a yearly average 
were impoi-ted into the United States. 

During the month of June, 1921, over 57.(K)0 dozen were importe<l. 
That shows you the condition of affairs. The factories that are 
making these goods are working half time with half forces, and if 
the importations continue for six moi^ montlis I think the United 
States will have a sufficiency for the next two years. 

Mr. McLean. Take up the line of goods referred to by Mr. Kastor 
yesterday, if you have anvthing to say with regard to them. 

Senator Walsh. He did not get down to scissors, but he left some 
samples to be examined to-day. 

Senator McLean. He had something to say about scissors. 

Mr. Kastor. If there is anything brought up here that you are 
not sure about, I request that I be ask^ about these particular 
samples. 

Senator McLean. I suppose you want to reply to the witness who 
testified yesterday with regard to some samples which he showe<l. 
Do you not? 

Mr. Gaiboabd. Exactly. 

The witness yesterday said that under the present valuation sys- 
tem and the proposed tariff it would mean an embargo on these goods. 
What I am to show you is that it would not mean an embargo on these 
goods at all. Here is a scissors which is imported from J. Henckels, 
of Germany, which he says (^osts $5.13 in Germany. In the ITnited 
States that scissors sells to the user for $3 per pair. 

The American sample shown by the German importer is not cnmi- 
parable. 

J. Wiss & Sons Co., of Newark, N. J., make a comparable barlwr 
scissors which they sell to the wholesalers at $12.40 per dozen. 

The cost of the imported scissors plus proposed tariff would be: 
German cost $5.13, duty $6.74, total cost $11.97 per dozen, against 
American price of $12.40 per dozen. 

Furtlrermore, you will find that the importer has figured the (Jer- 
man marks much higher than the existing rate. 

Senator McLean. He gave some figures here estimating the dutj 
that would be assessed under the proposed rates, showing that on the 
prices of tliose scissors there would be an embargo against German 
manufacturers. 

Mr. Gairoard. It would not. I am proving that right here. That 
would not be an embargo. A scissors of that kind could sell for 

Senator Walsh. What is the price of that scissors you just had in 
your hand? 

Mr. Gairoard. In Germany, $6.13. 

Senator Walsh. What is the duty under the Fordney bill with 
American valuation? $8.66, is it not? 

Mr. Gairoard. The duty based on American wholesale price of 
$12.40 would be $2.40 per dozen specific and 35 per cent on $12.40, 
which is $4.34, making a total duty of $6.74 per dozen. 

Senator Walsh. Then, that is $13.79. You say you can produce it 
in this country for $12.40? 

Mr. Gairoard. We could. 
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Senator Walsh. Does not that amount to an embargo ? 

Mr. GairoabdJ No. 

Senator Walsh. Those are the scissors he used yesterday. 

Mr. Gaikoabd. Why did he not use these scissors here [indicating] ? 

Senator Walsh. Show it. We are not taking sides here. 

Mr. Gairoard. No. 9123, 6-inch 

Senator Walsh. What is the foreign cost? 

Mr. Gaiboaso. 85 cents per dozen. 

Senator Walsh. The domestic value of that is what ? 

Mr. Gairoard. The domestic vahie, he claims, is $2.27. We claim 
it is $1.58. 

Senator Walsh. Under the Fordney bill the duty upon that is 85 
cents, making $3.19. So it makes it more of an embargo than even 
he claims. 

Mr. Gairoard. 85 cents a dozen makes it how much? 

Senator Walsh. $3.19, he claims. 

Mr. Gairoard. That is wrong. 

Senator Walsh. That is the way he figured it out. 

Mr. Kastor. That is correct if based on $2.27. I can figure it out 
for you very easily on $1.58. Fifteen <^nts apiece is $1.80 ; 35 per cent 
on $1.58 would, roughlv, be 50 cents. That is $2.30. The duty is 
$2.30, which is absolutely an embargo 

The Chairman. It will be very difficult for the stenographer to 
take this running debate. 

Mr. Gairoard. I suggest that you take their brief and*we will file 
a brief, and you review it. 

The Chairman. We will leave it that way. 

Mr. Gairoard. We can show the difference. 

Senator Walsh. Have you any more scissors that you want to 
point out? 

Mr. Gairoard. No, sir. 

Senator Walsh, i ou have shown us two already on which you ad- 
mit that the duty amounts to an embargo. 

Mr. Gairoard. In this particular case here. 

The Chairman. Are you through ? 

Mr. Gahioard. The point that 1 desire to make is this, that while 
the German importer may claim that he has to sell these for $8.66, 
the fact of the matter is t^at he does not have to sell it for $8.66. He 
is selling it for considerably more than that. It is in the selling price, 
and he can go ahead and pay the duty. 

The Chairman. Have you a brief that you desire to file ( 

Mr. Gairoard. We are going to file a brief. 

BBISF OF OAXILLE L GAHtOABD. &EP&E8ENTING J, WI8S ft 80V8 CO.. 

VEWABX, H. J. 

You win find upon close study that the brief filed on behalf of the Cutlerj' 
Importers' Association is very misleading. Here are the •main points on which 
their arguments are deceptive : 

1. Tkey use a very high mark value, which in one case is about 60 per cent 
higher than the present-day average of the mark value. 

2. They base their comparisons on goods that do not at all compare as to 
valne. 

8. They base most of their American selling prices on goods made and sold 
in this country by Anns largely interested In German industries, and have at 
llie present time small temporar>' American factories. 

S1.V27— 2*2— sc:n :\ ^22 
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One can not help but be impreaeed with the fact that the gentlemen repre- 
5ienting the Cutlery Importers* Association tiave selected articles imported at 
times when the mark value was very much higher than it Ims been or is now. 
The German mark has been decreasing steadily, and very likely will decrease 
still further. It is very possible that before the proposed tariff bill is finally 
acted upon that German scissors, which they claim now cost $5.13 per doasen 
in United States currency, will cost only $3.08^ per dozen in United States cur- 
rency, due to the mark declining to $0.01 or perhaps less. Reoords of the 
United States Customs Service show that while the mark is decreasing in 
value, the cost of scissors imported from Germany is likewise decreasing. The 
German manufacturers are not increasing their price in marks while the value 
of the mark is decreasing, and in the meanwhile tlie cost to the importer in this 
country is decreasing accordingly. 

A scissor similar to No. 1535, 3i-lnch, Importeil from J. A. Henkel, (jermany, 
is comparable as to quality and finish with a scissor made by J. Wiss & Son9 
Co., Newark, N. J., No. O^i. which is sold by the American manufacturer at 
$0.50 per dozen wholesale. Assuming that the imported cost of $3.23 in 
United States currency would be correct, the proposed tariff would make this 
cost $8.95, against the American wholesale selling price of $9.50. But It was 
shown to the Ways and Means Committee by samples and actual invoices tliat 
Wester Bros., a large imiwrter of New York City, is imiK>rting a scisscjr similar 
to the J. A. Henkel scissor. No. 1585, 3i-inch, No. 156, at 138.60 piarks per 
dozen on a mark cont of 1.10, or $1.52 in United States currency. This scissor, 
which is also comparable to the Wiss scissor, would therefore cost the importer 
under the proposeil tariff $6.65 per dozen, whi<'h certainly allows the importer 
more than a chance to compete with the American scissors at $9.60. 

Scissors No. 2610, 7-inch, imported from J. A. Henkel, Germany, does not at 
all compare with the sample offered as sold by the Newark Cutlery Ca It 
compares with a scissor such as made by the W. H. Coinpton Shear Co., Newark, 
N. J., or J. Wiss & Sons Co., Newark, N. J., whiqh sells to the wholesale trade 
at $12.40 per dozen for the same quality and finish as the imported Henkel 
scissor. Figuring the cost of this Henkel scissor at $5.13 per dozen United 
States currency is correct at the m^rk value, which they claim, the proposed 
duty would bring the cost of the German article at $11.87 per dozen against the 
American wholesale selling price of $12.40 per dozen. But that same scissor 
figured at a mark value of 0.01 would bring the cost to the Importer to $9.88 
per dozen, including pr(^>osed duty, against the American selling price of $12.40 
I)er dozen. 

In the office of the Ways and Means Committee is a sample of a 7-inch 
solid steel trimmer handle scissor imported from J. A. Henkel, Germany, at a 
cost of 216.80 marks, which, figuring the marl(, at 1.10, equals in United States 
currency $2.38 per dozen. This scissor is comparable to a scissor. No. 337, 
made by J. Wiss & Sons Co., Newark, N. J., which is sold by them to the whole- 
sale trade at $12 per dozen. Figuring the proposed duty on the German scissor 
will bring the cost to $8.98, which also gives the importer more than a chance 
to compete. Similar comparisons can be made on the entire line. 

I also wish to call your attrition to the fact that wh^i comparing German- 
made scissors with American-made scissors the Cutlery Importers' Associatioii 
has been very careful to make the comparison not wiUi scissors made by Ameri- 
can factories which existed previous to the war but with factories under the 
control of principals whose interests have always been in the importing of 
German-made cutlery. It is only since tbe war that M, Klass started in the 
scissor business in the United States. It is only since the war that the Newark 
Cutlery Co, has been making scissors in the United States. The Newark Cut- 
lery Co. is owned by the principals of a firm who have acted for years as agents 
in the United States for J. A. Henkel, of Germany. It is only natural to 
assume that their interests are greater in Germany than they are in the United 
States, and that their small American factories are only serving a temporary 
purpose. Certainly if those interests could continue to import scissors under 
the Underwood tariff or under a minimum tariff their American factories w6uld 
be closed as far as the manufacture of scissors is concerned. 

The comparison of the M. Klass scissor. No. 876^, 3^-lnch, made in Gernwny. 
witli a scissor made by M. Klass, of Newark, N. J., is odious. Tiie quality of 
the German scissor is considerably better and it is better finished, and the Klass 
scissor made In Newark, N. J., does not at all compare with it. There are 
other scissors made in the United States which would l>e comparable with it 
which naturally sell at a higher price than the Klass scissor made in Newark, 
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X J. But the other scissors are naturally not used by the Cutlery Importers' 
Association for the purpose of comparison. The very same argument holds 
good with the No^ 1585 and No. 2610 J. A. Heukel, of Germany, scissor. They 
are compared with scissors made by the same principals in their American fac- 
tories, and the scissors made in their American factories are not of tlie same 
high quality or the same high finish as other scissors made in the United States, 
aud therefore could not be considered a comparable article. Other American 
manufacturers make comparable scissors which are sold at a higher price than 
those sold by the Newark Cutlery Co., but if the representatives of the Cutlery 
Importers' Association used samples of these scissors their contention would 
fail, because at the pricer at which tlie American factories sell scissors that 
would compare with the J. A. Henkel scissor, plus the proposed duty, the 
.\merican scissors would be much higher in price, thereby permitting the Ger- 
man importer to compete. 

It has been imduuated by the Cutlery Importers* Association that higher duty 
will mean a higher cost on scissors to the consumer in the United States. My 
experience has been that no matter how low the cost of importation has been 
the selling prices of the German imi)orters have always remained high enough 
to merely undersell the American manufacturer. Take their own brief and 
you will find that they acknowledge that to-day their No. 2610, 7i-inch scissor, 
imported from J. A. Henkel, GJermany, and which tiiey claim cost $5.13 per 
(lossen and on which the present duty is $1.53^, making a total cost to the im- 
porter of $6.66^, is sold l>y them to the wholesale trade at $15.50 per dozen, or at 
137i per cent profit, and In turn this is sold l)y the wliulesale trade to the eon- 
wmier at $3 each. 

Government publicat'cms, mostly taken from tlie Department of Commwce, 
show that the average earpings of experienced men in the scissor trade 
in Germany is about 50 cents for a day of eight hours. In the United States 
the same class of men have to he paid not less than $4 per day of eight hours. 
From 75 per cent to 80 per cent of the total cost of a scissor represents labor. 
The proposed tariff bill as written will permit the American manufacturers 
to pay their men a reasonable rate of wages and still compete with the cheap 
labor cost of Germany and Japan. 

Bear in mind that the scissor industry in the United States Is an infant 
industry which was very necessary iluring the war. Our Army and Navy 
Medical Departments had to liave thousands of pairs of surgical scissors, which 
were not made in this country before the war. The then existing American 
factories successfully equipped their factories and trained men to do this work. 
You will therefore re<*ognlze that special care must be taken of this industry 
or else we are going back to the conditions which prevailed previous to the 
war, when over 95 per cent of the scissors used in this country were imported- 

The objection of the Cutlery Importers' Association to the branding clause 
Is ridiculous. The proposed tarlfif has in mind the prott»rtiou of the consumer 
in the TTnite<l States. By all means the clause as to branding should .stand 
as written in the proiK>se<l bill. 

PBUKINO SHEAB8 AHB HAIB dlPPEBS. 

[Paragraph 357.] 

STATEMENT OF C^ABI>£8 F. WIEBXTSCH, BEPBESENTIKG J. T. 
HBNBY MANUFACTUBING CO., HAMBEN, CONN., AND 0THEE8. 

Senator Dillingham. You are from New York? 

Mr. WiEBUscH. My address is 110 Lafayette Street, New York 
Ci^. 

Senator Dillingham. You wish to be heard on paragraph 357? 

Mr. WiEBUSCH. Yee. I really represent two groups of manufac- 
turers: First, manufacturers of hair clippei's, and also manufac- 
turers of pruning shears, and with your permission I should like 
to speak on pruning shears first. 

Senator Dillingham. Under what section? 

Mr. WiBBUSCH. I would like to have it under section 357, where 
shears are provided for. 
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In order that we may visualize the articles I will distnss, I here 
display a few samples of pruning shears. Pruning shears are made 
by a number of manufacturers: The J- Ti Henry Manufacturing 
Co., Hamden, Conn., of which Mr. Henry is here; the Peek, Stow & 
Wilcox Co., of Cleveland, Mr. T. J. Ray, vice president of the com- 
pany, being also here; Seymour Smith* Son (Inc.),Oakville, Conn.; 
Boker Cutlery & Hardware Co., of New York, with factory at 
Hilton, N. J. ; the Cronk & Carrier Manufacturing Co., of Elmira, 
N. Y., and the Clyde Cutlery Co., of Clyde, Ohio. 

Pruning shears are cutlery, so recognized among manufacturert; 
and the trade generally, and until the end of the year 1916 were 
always classified for customs purposes as shears under the cutlerj' 
schedule in the tariff of 1913, under para^aph 128. 

In 1916 a firm of importers representing a Swiss manufacturer 
protested against the payment of duty on the ground that pruning 
shears were agricultural implements, and as such should come in 
free of duty. The matter eame before the Board of General Ap- 

g raisers and the Couit of Customs Appeals, and their decision (T. 
. 36904) classified pruning shears as agricultural implements and 
since then they have come in duty free. While the war lasted this 
was not so important, as no goods could come from Germany, and 
Swiss and French manufacturers had only a limited output and 
asked high prices, but now that Germany is sending large cjuantities 
of goods here at unprecedentedly low prices the situation is becom- 
ing very serious for the American manufacturers. 

Just to give an instance of present German prices we will compare 
a recent German Quotation on a leading style of pruning shears, 
California pattern, olack handle, 9-inch, with a corresponding Amer- 
ican pruning shear. The German is quoted at marks 155.36 per 
dozen, which, figured at the present rate of exchange and allowing 
10 per cent for expense to bring the goods here, figures less than $8 
per dozen, much below the actual cost of production of a corre- 
sponding American shear which sells here for $6.50 per dozen. Many 
other patterns have been compared and show a similar ratio. It 
would be useless to give you all the figures, but on polished and 
nickel-plated shears and some diflferont models and patterns, Uie 
ratio is practically the same as in this particular pattern. 

Senator McLkax Do you mean to say that these articles do now 
come in free? 

Mr. WiEBuscH. They do come in f I'ee of duty. 

Senator McLkax. Under what paragraph should they l)c placed? 

Mr. WiEBuscH. In about two minutes I will reach that point, if 
you will allow me to ccmtinue. It is well known that labor in Ger- 
many is now l>einjr paid about one-third or less than American labor, 
and considering that about 75 per cent of the cost of a pruning shear 
is labor, it will be seen how imperative it is to suitably protect the 
American industry if it is to survive. 

Senator Watson. You mean under the I^nderAvood law these all 
come in free? 

Mr. WiEBrscii. Under the T"^nderwood law, until the court deci- 
sion was rendered, thev paid the duty, but since this decision was ren- 
dered by the Court oi (Justoms Appeals they have all come in fret* 
of duty' They are coming in free of duty to-day. 
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Senator Watson. Do they come in under agricultural instruments 
and are on the free list? 

Mr. W1EBU8CH. Yes, sir. Referring again to the court decision al- 
ready mentioned, we would say that the court in deciding that prun- 
ing shears are agricultural implements gave a highly technical inter- 
Siretation, and we believe that could the framers of the tariff have 
oreseen such a decision they would certainly have made special 
provision for pruning shears under the cutlery paragraph. While 
it is true that quite a few pruning shears are used for pruning in 
vineyards and orchards, for which reason the court held that they 
were to be classified as agricultural implements, there are as many or 
more used by gardeners, nurserymen, and thousands of individuals 
who have their own gardens and prune trees, shrubs, hedges, and 
flowers, who would not be classified as farmers or agriculturists. 

Senator Watson. Where do you think they ought to be? 

Mr. WiEBUscH. My next paragraph tells. In the present tariff 
pruning knives which are used for the identical purpose as pruning 
shears are specially mentioned and dutiable, which we consider cor- 
rect and more logical than to class pruning shears with plows, har- 
vesters, reapers, and a^icultural implement used for tilling the soil. 
Our recommendation is that under Schedule 3, paragraph 357, thei'e 
be inserted after the words "All other shears and scissors and blades 
for the same," the words " also pruning shears of all kinds." The 
situation is a very serious one for the American manufacturers of 
pruning shears, and we hope that our request that pruning shears be 
made dutiable as cutlery will be granted. 

Senator Watson. Wnv not say " all other scissors and shears, in- 
cludingpruning shears '^? 

Mr. WiEBUscH. The way I suggested was the way I thought it 
ttiight be best, but you gentlemen wno carefully examine the wording 
of these tariffs and have had so much experience in the matter will un- 
doubtedly see that it is properly inserted so that the pruning shears 
will pay the same duty exactlj as other shears. 

Senator Dillingham. I think they understand your point. 

Mr. WiEBUscH. I have made myself as brief as possible. While I 
am here, let me say that I represent another group of manufacturers, 
and I will take no more time on that than I have on pruning shears. 

I represent Mr. Priest, president of the American Shear. Manu- 
facturing Co., Nashua, N. H., who is scheduled to be here, but un- 
fortunately he could not come ; also the Coates Clipper Manufactur- 
ing Co., Worcester, Mass.; and the Boker Cutlery & Hardware Co., 
of New York, with a factory at Hilton, N. J. 

Hair clippers, including toilet, horse, and fetlock clippers, have 
never been specially mentioned in any tariff, but have always been 
classified for customs purposes as " manufactures of metal." Under 
the tariff of 1913, which is now in effect, the duty is 20 per cent ad 
valorem. In the Fordney tariff, paragraph 393, the rate of duty on- 
articles composed wholly or in chief value of iron, steel, etc., has been 
made 35 per cent ad valorem, and if no special provision is made for 
hair clippers this is the rate that would apply when the bill becomes 
a law. This rate, however, even based on the American valuation 
plan, is entirely inadequate protection under existing conditions. 
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During the last 12 months thousands of pairs of clippers, sold at luiii- 
onsly low prices, have flooded this market from Germany ; according 
to an estimate several hundred thousand pair in all, and the goods 
are on the shelves of practically every jobber and retailer of this class 
of goods in the country. Only a few houses whose policy has been not 
to buy any German goods, irrespective of price inducements, have con- 
fined their purchases to the American articles. The result has been 
that the demand for American clippers has dwindled to insignificant 
proportions, and the verv existence of the industry is menaced. 

Cflippers are offered by German manufacturers at 48 marks, 3(i 
marks, 27 marks, and even less each, which figures even with 35 per 
cent duty added makes the cost laid down here considerably less than 
the cost of production of corresponding American models. Amer 
ican manufacturers feel that their industry is entitled to the same 
protection that is accorded to similar articles in the cutlery line, as 
clippers are cutlery the same as knives, shears, etc. All the arguments 
that apply to tariff protection for pocket knires, table knives, shears, 
scissors, surgical instruments, etc., apply with equal force to hair 
clippers. 

We recommend that under Schedule 3, paragraph 357, before the 
word "provided," there be inserted: "hair clippers, 25 cents each 
and 85 per cent ad valorem." 

The condition in regard to marking the goods with the name of 
the country of origin should also be enforced for these goods the 
same as for shears, scissors, etc. 

The hair-clipper industry is not one of the large industries of the 
country but nevertheless important. If the industry languishes, it 
affects more than the manufactui'ei's and their employees for whom I 
speak. It will mean that the^'^ will buy less steef from the steel 
manufacturers, fewer malleables from the foundries, fewer castings 
from the manufacturers who make these; fewer screws, supplies, 
boxes, labels, and many other items that go to make Up the product. 
Unless the goods can be sold at a profit, however small, over the 
cost of production the industry is bound to decline, and this will 
I'eact all along tlie line to the miners of metal and coal. There is no 
industry that is more deserving of consideration than the hair; 
clipper industry, and we confidently trust that the necessary pro- 
tection will be granted. 

I wish to add just one matter, which perhaps is not essential but 
is of interest : The hair-clipper industry really started in the city of 
Nashua in 1865, where Mr. Priest made some of the first clippers 
that were ever made. It was peculiarly an American industry, and 
in the eighties and nineties thousands of paii^s of American clippers 
were sent to Europe. It was only after that time that Germany 
began to make clippers, at fii-st satisfying the European demand, 
thereby stopping the exportation of American clippers to Europe; 
and now we have come to a point where the things are turned around 
and Cjerman clippers are coming into this country, where they 
originated and were first produced and exported. 

There, I think, is a logical argument that if there is any industry 
that needs protection against the lower cost of production in Ger- 
many it is the clipper industry. 
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imisr OF OHABLXB F. WZEBVBOH, BEPBISXHTniG J. T. KEMMT MAMTTWAOTinL' 

nro 00. Avo othbss. 

Suppleueutiug my tt'stiiuony, iu which I reooiumeiuled a duty of 25 cents 
vnch and 35 per cent ad valorem for hair clippers, I will give an estimate of the? 
cost of importing clippers under conditions existing to-day. 

One of the most popular clippers which has been imported \'ery largely from 
Germany is a No. 00 neck shave, which can be bought to-day in (Jermany at 
marks 40 each, and under the proposed duty the cost laid down iu New York 
would figure as follows : 

Marks 40, at 1.25 cents per mark _ JjiO. 50 

Expense — freight, insurance, etc .02i 

Duty, 35 per cent on American valuation of $1.(K) _ _ _^ . of > 

Spe<-ific duty ^ .25 

Total cost laid down in New York , 1.33i 

Compared to American selliDg price of 1.6(> 

A more expensive clipper, corresponding to one that is sold by AmerU*an mak- 
ers at $2, figures as follows : 

Marks 50 each, at 1.25 cents per mark $0,625 

Expenses — freight, insurance, etc .031 

Duty, 35 per cent on American valuation of $2 . 70 

Specific duty ^,- .25 



Total cost laid down in New York . __ ._„ 1. GOiJ 

<^>mparable American citpper - 2.00 

In applying the proposed duty to the very cheapest clippers .sold at marks 26 
and marks 27 each, the cost, laid down in New Y'ork, would come a little higher 
than the prices now established by American makers, but if the duty as pro- 
|)osed would go into effect it is more than likely that the efficiency and in 
genulty of the German manufacturers would enable them to produce competing 
clippers at a still lower cost abroad, and, furthermore, the appraiser might con- 
sider that such cheaper clippers might be compared to cheaper grades that are 
made in this country, thereby reducing the American valuation correspondingly 
lower. 

The large bulk of importations, however, has been on the kinds of clippers 
which are covered by the estimate first given. 

RAZORS. 

[Paragraph 358.] 

STATBMENT OF H. L. HENBY, BEFBESENTINO THE QBNBVA CUT- 
liEBY COBPOBATION AND OTHERS, GENEVA, N. Y. 

'I'he Chairman. Wliere do you reside? 

Mr. Henry. Geneva, N. Y., sir. 

The Chairman. What is your occupation? 

Mr, Hknry. Manufacturer of standard razors. 

Tlie Chairman. What is your company ? 

Mr. Henry. The Geneva Cutlery Corporation. I represent nine 
manufacturers of standard razors, as follows: J. R. Torrev Kazor 
Co., Worcester, Mass.; W. R. Case & Sons, Bradford, Pa*.; S. R. 
Droescher, Cranford, N. J.; Henkle Clauss Co., Fremont, Ohio; Na- 
tional Razor Manufacturing Co., Fremont, Ohio; Union Cutlery Co., 
Olean, N. It . ; George W. KSm Razor Manufacturing Co., Little Val- 
ley, N! Y. ; Pouphkeepsie Cutlery Co., Poughkeepsie, N. Y.; manufac- 
turing practically 100 per cent of all the standard razors made in the 
United States. 

The Chairman. In different parts of the country ? 

Mr. Hknry. Yes, sir. The nine factories referred to employ nor- 
mally about thirteen hundred highly skilled artisans. 
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The Chairman. What is it that you want with reference to this 
bill? 

Mr. Henry. I wish to show, sir, that some of the testimony al- 
ready given is not accurate ; that the rates which we went over in 
great detail and on which we spent considerable time with tlie sub- 
committee of the House would put us in shape so that we could start 
our idle factories again. While the rates would not be sufficient; we 
feel that in the course of a reasonable length of time, at least, by 
further shop economy, we could meet competition based on the pro- 
posed rates in the House bill. 

The Chairman. Are these shops closed now, largely? 

Mr. Henry. Yes, sir; very largely. Our own factory, for instance, 
normally employing. 650 to 700 people, is running about 90 to 100, 
jind running on half time — a skeleton organization. 

I want to say, gentlemen, that the plants that I i-epresent, including 
my own, have no divided interests. We have no foreign investments, 
nor have we any desire to bill from abroad to ourselves in this coun- 
try at temporarily convenient prices. 

I think you gentlemen will recall considerable activity on the part 
of the American manufacturers of cutlery in the years 1912 and 
1913, occasioned by very flagrant undervaluations. It was so serious 
that the very life of our industrj'^ was threatened. The Treasurj- 
Department interested itself; Secret Service men were used, and 
eventually that practice, in so far as we know, at least, was largely 
stopped. ^ 

That reminds me that the gentleman testifying yesterday made a 
very strenuous plea for ad valorem rates. There is*^ no better way of 
putting a quietus on undervaluation than by specific rates. 

The Ohair^fan. That is Republican doctrine. 

Mr. Henry. Yes, sir; and it is a very good doctrine. 

There were some samples sliown yesterday. There were prices 
quoted by the importer, who stated that he also was an American 
manufacturer, and I think he left the impression generally in tliis 
room that he was an American manufacturer of standard razors. So 
far as I know, this German importer has never made any quantity 
of standard razors in the Camillus plant. I believe practically all 
their razors are made in their own factory in Germany and in other 
(ierman plants. 

A comparison was shown here between a German razor, which, at 
78.40 marks, the stated (Jerman price per dozen, at the exchange rate 
quoted, I believe, would figure $1.17 per dozen in American currency. 
The so-called American comparative w^s a Torrey razor, which the 
witness testified he bought irom the Torrey Co. himself, and paiil 
$3.25 per dozen for. 

Wisning to check that statement and testimony, I talked with 
Worcester, Mass., over thephone last night, and I have here a tele- 
gram signed by the J. R. Torrey Razor Co., and I will read it : 

Last quotation to Kastor, April 14, 1920, $4.05 per dozen. Last order An- 
Kust 12, 1918, $3.70. If more information is wanted, wire or phone. 

.1. R. ToBBSY Razor Ck>. 

That, gentlemen, I think, throws out absolutely the testimony in 
regard to comparatives on that grade of razors. 
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Another comparison was a Boker •* Red Injun " razor. The Ameri- 
can equivalent or comparative was a razor made by one of the smaller 
American factories They are not comparable in any sense of the 
word, except, possibly, m price, and tnat I am not prepared to 
state. 

The Boker razor is a beautiful piece of work, made by bonus-paid 
workmen. Personally, I do not believe there is any better razor 
made than that Red Injun. 

The (ieneva Cutlery Corporation make razors that are comparable 
with the Boker razor, and we would be very glad to submit, and will 
submit, comparative samples and prices. 

The Chairman. What is the peculiarity of this razor and its spe- 
cial excellence ? 

Mr. Henry. Beautifully ground. Senator. They are beautifully 
finished, nicely balanced, and made from excellent steel. 

I want to refer just a moment to the razor submitted by the wit- 
ness yesterday and also to its so-called American comparative. The 
German cheap razor is made, in most cases — ^those razors that come 
at $1 a dozen — of Bessemer steel or a very cheap grade of Swedish 
steel. They have no qualitjr. They are roughly nnislied, but they 
have the advantage of a ridiculously low price to the wholesale 
purchaser in the United States. I can buy them and have bought 
them. I was forced to buy them under the Payne-Aldrich and the 
Underwood laws. They were landed at 35 per cent duty. Prior to 
that time the Geneva corporation made a great volume of medium- 
priced razors, but we, like other American manufacturers of stand- 
ard razors, made them out of high-grade steel, and, regardless of 
the nrice, those razors were guaranteed for shaving sei'vice, and they 
would stand up and would shave. 

That cheap razor eventually got to the consumer at approximately 
the same price as the other razor. 

These' cheap German razors were often packed in individual cases 
printed " fully concave, fully warranted." I have some in my bag 
here, samples that have come in within a 'few months, some of them 
in cases marked $8 or $3.50 each — a practice which we were forced 
to follow in an effort to hold trade, but a practice which we would 
be very glad to get away from. 

Senator Walsh. Do you consider that those cheap German razors 
are inferior to the American cheap razors? 

Mr. Henrt. Not in appearance, but in quality ; yes. 

Senator Walsh. Do tney compete with your razor? 

Mr. Henry. Not in quality, but unfairly in price to the trade. 

Senator Walsh. To certain people it could be discovered that 
there is a difference, and yet they were put on the market at the 
same price? 

Mr. Henrt. Not alwavs; and in the last turnover, or in the last 
purchase, the men in tne street, not knowing the difference, did 
pay a price at which they should have been able to buy shaving 
quality. 

Senator Walsh. Of course, we can not legislate to make the 
American purchaser discern the difference between two articles. 

Mr. Henry. I quite agree with you ; but the point I want to make 
is that it would be a kindness on the part of this committee to get 
that stuff out of the country and keep it out. 
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I want to state that in the last analysis you gentlemen are hei-e to 
conserve the industry of the United States and the welfare of the 
Commonwealth. All that any clean-cut American manufacturer 
asks for is an opportunity to compete on a fairly even basis. The 
importations of standard razors are in9reasing by leaps and bounds. 
The Government stores are carrying enormous stocks to-day. They 
are coming in in increasing volume. Gentlemen,, it is only goin«; 
to be a question of a few months when there will have accummated 
in the United States stocks of German make sufficient to carry this 
country's normal consumption for a long, long while to come. 

Senator McLean. I see they have more than doubled since last 
year. 

Mr. Henry. Yes, sir. I wish to plead for quick action. Pri- 
marily, that is what I am down here for. We want relief, and we 
have ^ot to have it soon. If we do not get it, God knows this indus- 
try will be ruined. 

Senator McLean. You are more interested in protection of your 
business than you are in the reduction of excess-profits taxes? 

Mr. Henry. Very much so. The excess-profits taxes are not going 
to worry us this year. If we can survive the enormous losses that 
are going to pile up this year, we will be mighty fortunate. We hope 
our banks will carry us. 

I wish to add in regard to these increasing importations and the 
vital necessity of haste that I hope the committee can arrive at a 
workable plan for some equalizing of exchange or a retroactive 
feature in the tariff bill that will tide us over until the passage of 
the bill. I have really little else to say, except that I shall request 
and do request the privilege of filing a brief. 

The Chairman. You may file your brief and correct your state- 
ment. 

Senator Watson. Is your factory- closed down ? 

Mr. Henry. Our factory is employing about 90 men oUt of a 
normal 650 or 700, and we are working those 90 alternate weeks. 

Senator Watson. How m'uch of that is due to the imports and how 
much to general industrial conditions of the country ? 

Mr. Henry. That is a rather hard question to answer. 

Senator Watson. I am asking your opinion about your own busi- 
ness. 

Mr. Henry. In our own business, I would say that I presume it is 
about equallv divided. 

Senator Walsh. The witness yesterday, who was an importer, sub- 
mitted a brief in behalf of tlie cutlery importers' association, in 
which he has a diagram which I would like to ask you to examine. 
He attempts to show a certain gi*ade of razors, what they cost in 
Germany and what they cost in America, and how the Fordney 
tariff bill will operate as amounting to an embargo. Have yon 
examined these statements he has made up? 

Mr. Henry. No ; I have not. 

Senator Walsh. So you are not able to say whether it is accurate 
or not? 

Mr. Henry. No, sir. 

Scmiator McLean. Suppose ;you spend a little time on it and give 
it to the committee in your brief. 

Mr. Henry. I will do that; yes, sir. 
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DENTAL IHSTBUMEHTS. 

[Paragraph 359.] 

STATEMENT OF DB. HOXEB C. BBOWN, COLXTKBUS, OHIO, BEP- 
BESENTINa THE NATIONAL DENTAL ASSOCIATION. 

Senator Smoot. Dr. Brown, there are a number of witnesses here 
on dental and surgical instruments. Mr. John J. Douglas and Mr. 
Julius M. Meirrick are present to si>eak on that subject. Do you 
speak for tliem ? 

Dr. Brown. I only speak for the National Dental Association. 

Senator Smoot. Mr. Meirrick also speaks for that association. 

Dr. Brown. Mr. Meirrick is not authorized to speak for the Na- 
tional Dental Association. I am their official representative. I do 
not know him, neither do I know if he is here. And I will say this, 
that no one except myself is authorized to speak for the National 
Dental Association upon this subject at this time. 

Senator Smoot. Proceed, then, Doctor. 

Dr. Brown. Mr. Chairman and gentlemen of the committee, as 
chairman of the legislative conmiittee of the National Dental Asso- 
ciation, an organization with approximately 30,000 members, I 
appear before you to present our protest against the duties relating 
to dental instruments as provided in paragi*aph 359 of H. R. 7456, 
which is under consideration at this time. 

The provisions of this paragraph place surgical and dental instru- 
ments m the same classification in all respects, while these industries 
are C[uite dissimilar in at least two particulars. 

First, the manufacture of dental instruments is a wholly developed 
American industry whose preeminence is as well recognized through- 
out the world as that of the American dentist. In fact, the pre- 
eminence of each has been through the close harmony ana coopera- 
tion of both, and as an evidence of this the ratio of exports t<) im- 
ports is in excess of 20 to 1. Therefore, no unusual protection is 
required for this industr}, as may be advocated by the surgical 
instruments manufacturers. 

Second, many or probably most of the dental instruments coming 
within the provisions of this paragraph are very small and inexpen- 
sive, and the specific duty of 60 cents per dozen adds so much for 
this item of expense that it becomes wholly out of proportion to the 
cost of the same. 

Senator Smoot. Will you simply suggest what you have in mind 
as to the proper rate ? 

Dr. Beown. Yes- 1 will in just a moment. 

Senator Smoot. The House provides for a value of not more than 
$5 a rate of 60 cents per dozen. What would you suggest? 

Dr. Beow^n. I have one brief statement prior to reaching that, 
Mr. Chairman. 

I want to first emphasize the fact, in connection with the state- 
ment that I just made about small and inexpensive instruments, 
that nerve broaches and burrs, torturous as they are to those upon 
whom they are used, are two of the items most frequently imported, 
and the wholesale price of them is such that the duties under this 
paragraph, under the present system of valuation, increases the pres- 
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ent duty of from 20 to 30 per cent to 175 to 300 per cent, and in some 
instances in excess of that. Therefore, any revenue which might 
accrue from such duties is completely nullified, for such duties will 
prohibit any importations. 

Further, this supposed protection becomes a farce and will soon 
work to the disadvantage of all. 

In view of this I respectfully recommend that the words "and 
dental'' be stricken out of paragraph 359, and that a new para- 
graph to be known as paragraph 359-A be inserted, as follows: 

Dental inBtniments, or parts thereof, compoeed wholly or in part of iron, Bteel» 
copper, brass, nickel, alummum, or other metal, finished or unfinisned, 35 per centum 
ad valorem: Provided, That all articles specified in this paragraph, when imported, 
shall, when practicable, have the name of the maker and beneatii the same the country 
of origin die sunk conspicuously and indelibly on the outside, or if a jointed instrument 
on the outside when closed. 

The unreasonableness of these duties appears somewhat similar 
to the dental profession and the dental manufacturers, as is evi- 
denced by the fact that the officers and representatives of these 
two groups held a conference on July 30 with the result that the 
changes outUned were agreed to as being fair and eauitable to all 
interests concerned; and when I say "all interests," please bear 
in mind that this includes all those we serve professionally; since 
in the final analysis they are the ones assuming all of such over- 
head increases in tariff duties as well as other sources. 

I again desire to emphasize the fact that we do not wish in any 
way to interfere with what may be considered ample protection 
for the surgical instrument industry in order to develop this im- 
portant activity in our country, but, on the other hand, there is no 
good reason why the separation should not be made as reconmiended 
and also the elimination of all specific duties from the dental in- 
strument paragraph. 

In conclusion, we, Uke many others, are more or less confused 
with reference to the American valuation plan as incorporated in 
this bill. The ad valorem duty of 35 per cent as recommended mity 
be approximately four times the present duty on dental instruments, 
artincial teeth, dental supplies, toothbmshes, etc. If that is the 
case, it should be adjusted accordingly. 

Please understand that dental service is a well-rocognized factor 
in health conservation; and in presenting our protest to this in- 
creased duty we consider that we are promoting the best interests- 
of the American public. 

For further information and specific data I respectfully refer you 
to hearings before the Ways and Means Committee of the House of 
Representatives, January 14, 1921. 

Senator Watson. Doctor, do you use foreign instruments alto 
gether ? 

Dr. Brown, No, sir. The American dental manufacturers export 
twenty times as much goods as are imported into this country. 

Senator Watson. Are the American instruments quite as good as 
the others? 

Dr. Brown. Quite as good, sir, and even better in most instances; 
but there are a few items which are manufactured abroad which many 
dentists like to have access to. 

Senator Watsox. What are some of those ? 
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Dr. Brown. Tube teeth, a Platinum pin tooth. Others are nerve 
broaches and burrs that are of very excellent material and well made 
and that can be brought into this country under a reasonable tariff 
duty. 

Senator Watson. 'And the like of which are not made in thif 
country? 

Dr. Brown. No; not that. 

Senator Watson. Or not made *o well? 

Dr. Brown. No. They are well made in most instances, and they 
can bring them into this country and pay a duty which will help in 
revenue and they can be sold, tnen, on a parity basis with the goods 
that can bepurchased here. 

Senator Watson. Prom what country do you procure those goods I 

Dr. Brown. Principally from England and Germany. In fact, 
most of the supplies that come in come from England and Germany. 

Senator Watson. Do any come froin Japan ? 

Dr. Brown. I have not used any myself. 

Senator Watson. Surgical instruments do? 

Dr. Brown. Yes; but Germany and England are the principal 
makers of dental instruments in foreign countries. 

SUBaiCAL nrSTBXrXENTS. 

[Paragraph 359.] 

STATEMENT OF JOHN J. DOUGLAS, BEPBBSENTINa 7BED HABTiATif 
& CO., BBOOBXYN, N. Y. 

The Chaikman. Mr. Dougla^ where do you reside? 

Mr. Douglas. Brooklyn, N. Y. 

The Chairman. What is your business? 

Mr. Douglas. The manufacture of surreal instruments. I am 
president and general manager of the Fred JEIaslam & Co., and I also 
represent the American surgical instrument manufacturers. 

The Chairman. You want a duty on surgical instruments? 

Mr. Douglas. Yes, sir. * 

The Chairman. Are you satisfied with the bill as it passed the 
House? 

Mr. Douglas. Yes, sir. 

The Chairman. Then you do not want any change made? 

Mr. Douglas. No, sir; but I just want to speak on a matter that 
was brought up by the dental association in reference to similar 
inatters, if I may. I have a short statement. 

The Chairman. On what subject? 

Mr. Douglas. On surgical instruments. 

The Chairman. You say you do not want any change made ? 

Mr. Douglas. We want the change made suggested by Dr. Homer 
C. Brown yesterday, who represented the National Dental Associa- 
tion. We are satisfied to have the change made, and dental instru- 
ments ta]s:en out of the surgical instrimient clause, that is, from para- 
graph 359, so that this paragraph will appl^ only to surgical instru- 
ments. Our reason for this is the advance in dentistnr 

Senator Watson (interposing). Do you make dental instruments? 

Mr. Douglas. No, sir. 
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Senator Watson. Then why argue their case? They have argued 
their own case. They have already testified about dental instruments. 

Mr. Douglas. Very well, unlesa you will permit me to say some- 
thing: I want to state that the present tariff as designed by the com- 
mittee^ containing the American valuation, will be satisfactory, be- 
cause It will enable us to make from 60 to 65 per cent of the goods 
in the United States, and that is what we should have, to give us a 
little opportunity in times of war as well as peace. 

Senator Sutherland. By the "present tariff," you refer to tlie 
Fordnev tariff bill pending before this committee ? 

Mr. Douglas. Yes, sir. Under the Underwood bill we onl)' made 
20 per cent in this country, which was a handicap during the war. 

Senator Watson. You nave an ever increasii^ importation of sur- 
gical instruments from Japan as well as from Germany? 

Mr. Douglas. Yes, sir. The Japanese goods are not as hi^h 
grade as the German, and the Germans are the ones that we fear; 
they keep us down to 20 per cent production. 

I do not think it is necessary to take up any of your time. I have 
said all I have to say, and I am sa}dng it for the American surgical 
instrument mahufacturers. We are willing to write volumes: we 
have done it for a year and a half, and we had the bill up to the 
House all but passing. 

I may speak for our own factory, with which I am entirely fa- 
miliar. We are working only 20 per c-ent of our force that we had a 
year ago. If that bill had been passed a year ago, we would have had 
four or five times as many men employe<^ as we have now. 

Senator Sutiierij^nd. I would like to have the gentleman say 
briefly why he thinks the dental instruments .should he left out of 
this paragraph. 

Mr. Douglas. I will say this, the dental industry is fundamentally 
an American institution. The world looks to America to matters 
dental, and even the Kaiser had an American dentist, Dr. Davis, and 
the dental instrument manufacturers are expoiting quite largely, as 
in the case of surgical instruments it is loss than 2 per cent. As a 
matter of fact . 

Senator Sutherland (interposing). Only 2 per cent of tht» -ur- 
j^ical instruments manufactured in tliis country exported? 

Mr. Douglas. Yes, sir; about IJ or possibly 2 per cent. Canada 
buys from us because wc are nearby; they do not buy so much l)e- 
cause of price, but because of the accommodation wo can give them. 

8TATEMBNT OF JAMBS A. GABVBT, BBPBBSBNTINaTHB HOSPITAL 
CONFBBBNCB OF THB CITY OF NBW YOBK, THB HOSFTTAIi ASSO^ 
CIATION OF PHTLADBLPHIA, THB WISCONSIN HOSPITAIi ASSO- 
CIATION, AND THB ILLINOIS CONFBBBNCB OF THB CATHOLIC 
HOSPITAL ASSOCIATION. 

Afl you have under conaideratioa at the present time the Ifordney tariff biii, H. R. 
7456, I, as the ]-ef)reeentative of the Hospital Conference of the City of New York. 
the Hospital Association of Philadelphia, the Wisconsin HospitaJ Association, and the 
Illinois Conference of the Catholic Hospital Association of the United States (creden- 
tials of which are attached hereto^ take this opportunity to present to you. the protest 
of the above associations against the proposed tariff on surgical instruments, scisson, 
and other hospital supplies. 

The hospitals and sanatorium? of this country are a very erreat asset to the Nation, 
and as such are entitled to as just and equitable a protection as manufacturing in- 
dustries. 
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To give yoa an idea of the tremeDdouB work that is bein^ performed and the large 
field covered by them, I will give you the figures just puhluhed by the official orgaif 
of the American Hospital ABSociation, which association has already appended to the 
Ways and Means Committee for the protection of the interests of our hospitals. 

In January. 1921, there were in tne United States 9,471 hospitals and allied insti- 
tutions with a total hospital bed capacity of 720,092. 

The industry of the manufacture of surgical instruments, according to the figures 
eubmitted to your Tariff Commission, consisted of 25 firms in the year 1914. The 
wholesale Surgical Trade Association, consisting of American manufacturers and 
importing firms, had a membership of 21 firms in 1914, 5 of which manufactured 
only furniture and sterilizers, 3 of which made thermometers, syringes, etc., leaving 
only 13 firms manufacturing surgical instruments (Tariff Information Series 7), 2 
ei&ploying normally possibly 100 people, 5 employing normally about 50 pe<^le, 6 
einploying normally about 15 to 25 people. 

'fiiere were only about 958 people employed in the manufacture of surgical instru- 
ments in the year 1914. I am auoting 1914 because this was the most recent year 
that could be considered normal in this industry. The World War created an un- 
natural and unprecedented demand for instruments and the Council of National 
Defense allocated the manufacture of sui^cal instruments to jewelry and fine-tool 
makers. Even under the heavy strain of war emergency there were only 2,150 peo- 
ple employed in this industry. 

Compare this industry, employing normally less than 1^000 people, with the fi^d 
of operations covered by 9,471 ho^itals and allied institutions having a daily resident 
population of over a million and consider that each year more than 8,000,000 persons 
become resident patients in hospitals, with an average stay of from 17 to 18 days 
each. 

From a questionnaire dire<'ted to the entire field it was found that a conservative 
valuation of hospital grounds, buildings, and equipment is $3,279,520,372. If the 
^^uatioIl were figured on the basis of present day costs, it is sale to assume that the 
total valuation would be in excess of $5,000,000,000. 

The hospitals of the country are always under a severe financial strain and almost 
every one of them reports a deficit every year. 

As a whole, the hospitals and surgeons of the country are opposed to any unneces- 
sary increase in tariff. I quote ^e following: 

''^The Hospital (Conference of the City of New York passed a resohition on April 18, 
1921— 

" * Resolved, That the conference would respectfully call the attention of Congress 
to the imuBtice that would be wrought upon cnaritable institutions by an increase in 
the tariff on surgical instruments.' 

*'0n April 21. 1921. the Hospital Association of Philadelphia passed a resolution as 
follows: 

** * Resolved. That the Hospital Association of Philadelphia would respectfully call 
to the attention of Congress the injustice that would be wrought upon charitable 
institutions by an increase in the tariff on sxuvical instruments. " 

In a letter of May 28, 1921, pertaining to the tariff on surgical instruments, Dr. 
Charles H. Mayo, of Rochester, \finn., says: 

'' It is my opinion that any tax which adds to the cost of, or hinders the education of, 
our people or the care of their health is a mistake in policy.'' 

The I llinois Conference of the Catholic Hospital Assodatfon of the United States and 
Canada passed the following resolution: 

**Re9olvedy That the Illinois conference would respectfully call the attention of 
Congress to the injustice that would be wrought upon charitable institutions by an 
incroase in the tariff on suigical instnunents.'' 

Rev. C. B. Moulinier, president of the Catholic Hospital Association of the United 
Statea and Canada, says in a letter dated June 8, 1921: 

"As this will affect hospitals in a very large measure there should be no hesitation 
on the part of those interested in hospitals to oppose such measure. I feel, therefore, 
that I ana justified in saying that the 574 hospitals conducted by Catholic sisters will 
sufifer from such an increase in tariff to a measure that should not be countenanced by 
IjmBh^tan who have at heart the interests of such valuable and charitable institutions. 
Their financial burden is already a very heavy one. I therefore, as president of he 
Catholic Hospital Association, protest against any such legislation, m the nam » of 
this vast body of devoted workers in the cause of better health for our people." 

A Teaolution was unanimouriy adopted by the convention of the Catholic Hospital 
AsBocifttkm of the United States and Canada, June 24,1921; 

"That Uie Catholic Hospital Association goes on record as opposed to the bill now 
in Congress imposing an increase in the tarin on imported suigical instruments for the 
reawn that it will entail greater harHships on our charitable organizations. '^ 
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A lettet dated June S, 1921, from Dr. Sol. G. Kahn, secretary of staff of the Holy 
*Croes Hospital oi Salt Lake City, Utah, says: 

'^At a recent meetilig of the staff of Holy Cross Hospital it was resolved that we 
indorse the action taken by the Hospital Conference of the City of New York regarding 
the proposed increased tariff on imported 8iir«ical instruments and laboratory sup- 
plies." 

On June 16, 1921, St. Francis Hospital, of San Francisco, Calif., passed this resolu- 
tion: 

** Resolved, Tliat tho trustees of this institution would respectfully call to the atten- 
tion of Congress the injustice that would be wrought by an increase in the tariff ob 
surgical instruments." 

On June 15, 1921, St. Francis Hospital, of Wichita, Kans., paased this resolution: 

''That the St. BVancis Ho8|)ital of Wichita, in the State of Kansas, is opposed to ^is 
increase because of the additional burden it will entail in our charitable work." 

On or about June 7, 1921, the Council of the Sisters of St. Mary, representing St. 
Mary's Infirmar>', St. Louis, Mo.; St. Ma^s Hospital, Madison, Wis. : Mount St/Rose 
Sanatorium, St. Louis, Mo.; St. Francis Hospital, Blue Island, 111.; St. Joseph's Hos- 
pital, St. Charles, Mo.; St. Mary's Hospital, Kansas City, Mo.; passed the follonHing 
resolution: 

''That the council would respectfully call to the attention of Congress the injustice 
that would be wrought upon charitable institutions btf an increase in the tuiff on 
surgical instruments." 

tinder date of June 9, 1921, C. £. Sparrow, superintendent of the Delaware Hospital, 
writes: 

"Kindly add the name of the Delaware Hospital to the list of hospitals protesting 
against the increased tariff on sun?ical instruments." 

Under date of June 5, Luda L. Jaquith, superintendent of the Worcester Memorial 
Hospital, of Worcester, Mass., writes: 

" The trustees of the Memorial Hospital of this city fully indorse the resolutions of 
the Hospital Conference of the City of New York, as the burdens now placed upon 
charitable institutbns is almost more than they can bear." 

Mrs. J. H. Bevin, oorresponding secretary of the board of trustees of the Jamaica 
Hosmtal, Jamaica, N. Y., writes under date of June 9. 1921: 

" The board desires to go on record as favoring legislation looking toward the remia- 
aion of duties on aU surgical instruments used by cnaritable institutions.'^ 

G. W. Boot, M. D., president of staff St. Francis Hospital, Evanston, III., writes 
under date of June 10: 

"The executive committee of St. Francis Hospital wish to protest afldnst any 
increase in tariff on surgical instruments and laboratorv supplies. When dealers are 
charging $9 for tracheotomy tubes, which we formerly oought for $3, we feel that any 
increase in tariff will work an injustice." 

Dr. Fred W. Phifer, chief of staff of the Wheatland Hospital, of Wheatland. Wyo., 
writes under date of June 6, 1921: 

" We are heartilv in sympathy with the resolution passed by the Hospital Conf^- 
ence in the City of New York, opposing the bill to increase the tariff on surf^cal instru- 
ments." 

Mr. Daniel D. Test, superintendent of the Pennsylvania Hospital, Philadelphia, in 
a letter to Hon. Joseph W. Fordney, dated Jul/ 22, 1921, wrote: 

" You doubtless realize that all of the best instruments are hand forged, and you 
may have been informed that nearly all the instrument makers in this counti^ capable 
of making these fine instrum ^nts are of foreign birth . Many of them left this countr}' 
during the war and very manv have not returned, so it is an absolute fact which can 
not be successfully diaUengea that to-day it is possible to buy in this country oi^ a 
small percentage of the grade of instruments that are used in the Pennsylvania Hos- 
pital and other prominent institutions of the country and by our better suigeons 
everywhere. 

'*To-day we are compelled to use a grade of instruments which we would not have 
thought of bu/ii^ a few years ago and for more than nine months I have had ordcfs 
in for certain instruments which are vital in our work and which I can not get because 
they are not being made in this countr>\ There are not enourii men in Philadelphia 
who can make high grade instruments in the quanrities needed and I am told that 
the same condition exists in New York City. 

"Only recently I had an inquiry from tho superintendent of one of the most promi- 
nent hospitals in a large eastern city asking me whether there was any instrument 
maker in Philadelphia who would be able to successfully handle their instnifiientB, 
making and repairs, as it was impossible for him to get satisfactory service In his own 
city. I was compelled to tell him that wo were in the same fix and that Philadelphia 
i'ould not help him. 
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"The statements which I am making can not be truthfully contradicted as I know 
the situation throughout the east ^nerally. My statements will be contradicted by 
manufacturers of second and third grade instruments who are interested in foisting 
Ufxm the hospitals and siir^ns a cheap grade of instruments at a high price/' 

Sister Superior of St. Nicholas Hospital, Sheboygan, Wis., writes, under date of 
Aue:ust 1, 1921: 

"We wish to enter the protest of St. Nicholas Hospital against tariff bill 7456. This 
hospital as the servant annually of many hundreds of your cOns^tuents respectfully 
urges you to secure exemptions of medical and suigical supplies from this proposed 
tanff.'' 

Dr. Geo. F. Clover, superintendent of St. Luke's Hospital, New York, testified 
before the Tariff Ccxniniseaon (see Tariff Information Series 7) as follows: 

"I know of no institution that ought not to be enlarged." 

And again: 

"A great many instruments used in hospitals are not made here at all, other instru- 
ments made here are not as good as those which we get from abroad. Some American 
instruments are of a very good quality, these are n^e of the softer metals, which we 
do use and shall continue to use." 

It is interesting here to state that the American instruments of soft metal are sold at 
a lower price in the United States than the imported, and, therefore, do not need 
protection. In IWiff Information Series 7, on pa^e 25, the statements of three manu- 
ncturers of instruments regarding the effect of tanff reduction on business are quoted 
below (referring to the tanff reduction of 1913, when it was reduced from 45 to 20 
percent): 

"The reduction of duty did not seriously affect the manufacturers of soft tnetal 
goods. It nnist also be acknowledged as a fact that the status of soft metal goods is 
different from that of Uie steel goods. Even though the duty on instruments, under 
the Underwood bill, was lowered to 20 per cent, nevertheless the manufacturers of 
soft metal goods found it possible, under this new duty, not only to continue their 
business at a profit, but also to expand and enlarge in some cases four times their 
original capacity." 

In many countries, notably our neighbor Canada, surgical instruments are admitted 
free of duty and classified as scientific apparatus for educational and charitable pur- 
poses. Before the customs laws of 1913 went into effect, CJongress made a very careful 
research and it was then determined that the purgical industry did not need any 
greater protection than 20 per cent and the duty was lowered from 45 to 20 per cent 
ad valorem. 

The total operating expenditure of the hospitals of the United States is estimated at 
$550,287,119 yearly. Of this amount private benevolence contributes about $440, 
000,000 and (Jovemment, State, county, and municipal authorities about $110,000,00(» 
all U)geth&[. 

Statistics show that about 65 per cent of the cases treated are free or charity cases, 
and therefore it is eaay to deduce that private benevolence spends about $286,000,000 
yearly for the alleviation of pain and saving of life among the poor. Is it fair to tax 
these private contributions to charity? 

Take the scales of justice. On the one side place the small siirgical-instrument 
industry and the snuul sum tiiat an increased tariff would yield in revenue, and on 
the oth^r side place the fact that oiur private benevolence has given to charity 
$286,000,000 in one year. Again place on the one side the 1,000 people employed 
normally in this industry and on the other side the 5,200,000 people treated annually 
free of charge. Wotild not the interest of our hospitals appear paramount? 

Does it not seem reasonable that tax should be levied on articles that are luxiuies 
or show financial gain, rather than on those that are used for charitable purposes? . 

Competent hospital and health authorities estimate that fully $2,000,000,000 must 
be expended during the next five years on new hospitals in order to meet the needs 
of our country. How can this be accomplished if we are subjected to an increased 
tariff? It is only a question of time when our burden will become too great to carry 
and we shall be forced, against our will and desire, to turn the charity patients over 
to the (jovemment. State, county, or city for care and attention. 

The chaotic state of business in our country to-day demands that all efforts be con- 
centrated on keeping the cost of maintenance of our charitable institutions down to 
a minimum. 

We therefore appeal to your sense of justice that you allow the tariff on sumcal 
instruments to remain as it is, or place on the free list surgical instruments and labo- 
ratory supplies used in hospitals founded and maintained for charitable purposes, so 
that we may be able to continue in our great work and increase and expand in pro- 
portion with our growing population. 

81527— 22— 80H 8 2S 
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Our objectioofi may be sununarized as follows: 

First. A ver^ large number of surgical instruments used by specialist surgeons are 
not made in this country and must be imported, for the reason that either the domestic 
quality Ib not good enough or that the cost of production is prohibitive, due to the 
small quantities of each tjrpe consumed. 

Second. Anv increase in the tariff would inevitably result in an advance of the 
prices of the domestic goods to the hospitals, otherwise the d(»neetic manu&cturerB 
could not justify their clamor for a hi^ner tariff. 

Third. Our surgeons would be deprived of the advantages resulting from foreign 
invention in the art of surgery, due to the exorbitant cost of importecT instruments, 
and the progress of science resulting from interehai^ of new ideas would be retarded. 

Fourth. That revenue would fall ver^r far short ofexpectations becauae the importa- 
tions will fall off in proportion to the nse in tariff. 

STATBHBNT OF DAVID WALKBB, BBPBBSBNTINa THB KNY- 
80HEBBBB COBPOBATION, NBW YOBK, N. Y. 

The Chairman. You desire to address the committee with refer- 
ence to surgical instruments ? 

Mr. Walkee. Yes, sir. 

The Chairman. The committee is very familiar with the surgical- 
instrument proposition. 

Mr. Walker. I just want to address myself to the question of 
what the rates in the proposed bill mean as applied to surgical 
instruments. 

The Chairman. Whom do you represent ? 

Mr. Walker. The Kny-Scheerer Corporation, of New York 
City. The old Kny-Scheerer Corporation^ was taken over and sold 
by the AUen Property Custodian. 

Senator Smoot. Are they importers ? 

Mr. Walker. Yes, sir. 

I mav say that the whole breadth of the surgical instrument line 
probably covers 10,000 items. The items of domestic manufacture 
probably cover no more than 20 per cent, so that it would make 
no difference if a Chinese wall were built around the United States, 
there would have to be some importation of surgical instruments 
from abroad. 

I tnay say that shortly after the war was over one of the men 
who will appear here before the committee as a domestic manu- 
facturer came into my office and asked me to come down to Wash- 
ington and secure a provision in the consular regulations — and he 
was the first man in Europe to buy. 

* The rate provided in tne proposed bill is 60 cents a dozen on a 
$5 valuation or less, and in addition thereto 35 per cent. Inasmuch 
as the vast majority of surgical instruments cost over $5 a dozen, 
the limit of $5 may be discontinued, as far as that is concerned. 
It simply means 12 per cent plus 35 per cent, which is 47 per cent. 
That is plain. 

The Payne-Aldrich law provided 45 per cent under the omnibus 
metal schedule. 

A vast amount of these instruments must come from abroad. 
It is noted that in Canada these ^oods are admitted free of duty. 
Last year Canada imported from the United States $567,299 worth 
of surgical and dental instruments. With no duty at all, the Amer- 
ican manufacturer sent more than twenty times the surgical instru- 
ments into Canada that he imnorted. 
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If you take the noncomparable surpcal instruments as imported 
and apply the rates of the proposed bill you get a rate of duty of 
exactly 220 per cent. That is what this bill means when applied 
upon noncomparable goods. 

I have prepared a statement of comparative costs that I would like 
to submit to the committee covering the importation of certain sur- 
gical instruments, and I have put against that the prices as sold in 
the United States. 

Let me say in this connection that the supply must of necessity be 
limited. It covers 137,000 surgeons and 9,000 hospitals. That is to 
say, the fidd can not be increased. The vast amount of sui^cal in- 
strument items, numbering 10,000, means a tremendous manufac- 
turing proposition. If you make the rate prohibitive, even then the 
American manufacturer could not cover all the surgical needs of this 
country, because his overhead would be so vast that the cost of pro- 
duction would put them absolutely out of reach. Inasmuch as it is 
a highly specialized industry it must have a world market in order to 
get the production necessary to brhig down the cost. 

With reference to thenoncomparcuble 

Senator .Smoot. If it is noncomparable, under the provisions that 
will be adopted if the American valuation plan is adopted, it would 
not take the same rate as provided in this bill. 

Mr. Walker. Senator, then I am speaking of something Jbhat I do 
not know anything nbout. 

Senator Smoot. I am only telling you. 

Mr. Walker. I am glad to know it. It is a comfort, at least. I 
have prepared these sheets that show just what the rates would mean 
when applied to the present situation. 

Senator La Follette. Make that a part of your statement. 

Mr. Walker. If you take a haemostatic forS^eps, it is $5.28. The 
Bjiy-Scheerer Corporation make it for $10.20; Haslam, $10.20; Sklar, 
$10.20; and Pilling, $12. Taking the American valuation and adding 
it, it would bring the cost at New York from $9.33 to $11. You will 
find here that the rate of dutjr applied upon the American selling 
price ot the comparable article is 123 per cent. That simply makes 
it 80 that merchandise which this paragraph covers will be afsolut-ely 
prohibited under the present bill. 

The Chairman. Did you present that objection to the Ways and 
Means Committee of the House of Representatives ? 

Mr. Walker. No, sir; I do not think it was presented there. 

Senator Smoot. Mr. Chairman, this will always show in the profits 
wherever there is an article such as scissors anil knives and surgical 
iastroments the profit on which is over 100 per cent. 

Mr. Walker. JLet me say, in answer to the Senator from Utah, 
that that probably is true, but it must be borne in mind that in caring 
for the surgical-instrument demands in this country there must be a 
tremendous stock. 

Senator Smoot. Nobody questions the statement that you made in 
the first j>lace. I recognize that, and I think the conmiittee does. 

Mr. Walker. You can not do a surgical-instrument business to-day 
without 50 per cent profit on your selling price. I figure, on the non- 
comparable merchandise which you tell me is not neces.sary to pro- 
duce beC^ause the bill is to be changed 
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Senator Smoot. On the item that you speak of, forceps, the cost in 
New York is $5.28. You say that article sells as high as $12. 

Mr. Walker. That is the rilling price. 

Senator Smoot. Yes; $10.20 is the next price. So there is 100 per 
cent difference there, or within 1 per cent. Others are over 100 per 
cent, and that would make the difference. 

Mr. Walker. If you will take the Klny-Scheerer Corporation price 
of $10.20 and allow them 50 per cent profit on that, it would give 
$5.10. That is exactly 18 cents less than the landing cost. Is not 
that fair? 

Senator Smoot. It is absolutely the case, and I say that it must 
necessarily be where there is 100 per cent difference in the cost as to 
a foreign article and an article made in this country. 

Mr. Walker. I do not see how it could be less when you have to 
take care of the tremendous amount of stock to care for the domestic 
needs. 

(The statement referred to is as follows:) 

Comparaiive cost of surgical instrumerUs. 





Present cost. 


Present selling price of im- 
ported and domestic makes. 


Under proposed Ameri- 
can valuation. 


Title. 


Ger- 
many. 


New 
York. 


Kny- 
Scheer- 
er Cor- 
pora- 
tion. 


Has- 

lam. 


Sklar. 


Pilling. 


Cost 

wlU 
be in 

New 
York. 


Equal 

to 
duty 
of— 


Based 
on av- 
erage 
Ameri- 
can 
selliDf 
price 
per 
dozen. 


Hsemostotlc forceps, 20 per 
cent .'..4 

Minor operating knives, 20 
per cent 


$4.20 

4.20 
6.00 
2.40 
6.60 
6.60 
33.00 


$5.28 

5.28 
8.16 
3.00 
8.28 
8.28 
41.28 


$10.20 

7.80 
16.20 

5.40 
16.20 
15.60 
72.00 


$10.20 

6.60 
12.48 

4.00 
IZOO 
13.20 
48.00 


$10.20 

7.80 
12.00 

4.20 
12.00 
13.20 
13.20 


$12.00 

'i5.*66* 
4.50 
12.00 
15.00 
66.00 


$9.33 

7.68 
12.00 

5.79 
12.54 
13.20 
57.21 


Per a. 
123 

70f 
04 

98 


$11.00 
7.00 


Bandage shears, 30 per cent. . 
"^humb forceps, 20 per cent . . 
^pcmge foroeps, 20 per cent. . . 
Dressing foroeps, A> per cent . 
Uterine dilator, 30 per cent . . 


12.00 
5.00 
12.00 
14.00 

eaoo 



Note.— If the American-valuation plan is adopted, we respectfully suggest that the proposed specific 
duty be eliminated and the ad valorem duty be fixed at 10 per cent, or at most 15 per cent, ad valorem, 
because we find that the present revenue on a basis of 20 per cent duty would (if applied to "American 
valuation") be equal to 7-11 per cent. 

Mr. Walker. I would like to have the consent of the committee 
to file a brief. 
The Chairman. You may file a statement. 

STATEMENT OF E. J. SOVATKIN, BBPBESENTIKG THE SKLAB 
MANtJPACTtTBINa CO., BROOKLYN, N. Y. 

Mr. SovATKiN. Mr. Chairman and gentlemen of the committee, I 
represent the manufacturers of surgical instruments, and I have come 
here to ask you gentlemen to give us a fair rate of tariflF that will give 
us an opportimity to compete with the importers of German instru- 
ments. They are our sole competitors. 

Before the war about 80 per cent of the instruments used in this 
country were imported from Germany. During the war period the 
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industry was built up to quite an extent, a laige amount of capital 
was invested in the business in this country, andsurgical instruments 
are made in six different States, normally employing about 4,000 men. 

Senator Smoot. Are you interested in the manufacture of dental 
instruments ? 

Mr. SovATKiN. No; just surgical instruments. 

Senator Walsh. How many men does your company employ ? 

Mr. Sovatkin. Normally, a little over 200 men. 

Senator Walsh. How many of the 10,000 varieties of sui^cal 
instruments do you make ? 

Mr. Sovatkin. In onr own plant a little over 3,000. 

I understand a witness yesterday made the statement there were 
about 10,000 different stjrles of surgical instruments, and only about 
20 per cent made in this country. I know there, are over 7,500 
patterns of surgical instruments made in this country. He also 
made the statement that $567,299 worth of American-made surgical 
and dental instruments were imported in Canada in one fiscal year. 
I don't believe that over 10 per cent of that was surgical instruments. 
It may have been dental instruments, but not sm^cal. We do not 
export 2 per cent of our product to all parts of the world. 

Senator Walsh. Give the name of your company. 

Mr. Sovatkin. The Sklar Manufacturing Co., located in Brooklyn, 

In the making of sui^cal instrument anywhere from 75 to 95 per 
cent is the labor cost. Our mechanics are earning now from 40 to 
75 cents an hour, and in Germany the same class is beingpaid 5^ to 8^ 
marks an hour, equivalent at the present ratio of the German mark 
to about 6 cents an hotu*. I know that German factories are working 
with increased forces on full time. 

Senator Simmons. Do you think that the German mark in Germany 
will not buy any more than 8 cents will buy on this mari;:et ? 

Mr. Sovatkin. Let me get your question again, please. 

Senator Simmons. Do you think that 8 German marks in Germany 
will not buy any more than — probably it should be — 12 cents in this 
country ? 

Mr. Sovatkin.. Hardly that. 

Senator Simmons. I am asking you about what it will buy. 

Mr. Sovatkin. Yes. 

Senator Simmons. Do you believe it will only buy about what 
12 cents will buy on this market? 

Mr. Sovatkin. I think it will buy more, Senator. 

Senator Simmons. It will buy more? 

Mr. Sovatkin. I think it will. I have just come back from 
Germany. 

Senator Simmons. You think that the purchasing power of 8 
German marks is more than their gold value, measured by the America 
standard ? 

Mr. Sovatkin. Yes, sir. 

Senator Simmons. How much more ? 

Mr. Sovatkin. I can not figure it out in cents. I could give you 
the prices of foodstuffs in Germany in July of this year, because 
I was there. 
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Senator Simmons. I wish you would. 

Mr. SovATKiN. I could give them to you right here. I have got 
the prices of certain foodstuffs that I took notations of when I was 
over there. 

Senator McCumber. Are those wholesale or retail prices? 

Mr. SovATKiN. Retail prices marked on the windows of the stores 
in Germany. 

Senator Simmons. These are retail prices? 

Mr. SovATKiN. Yes, sir. Meats sold from 9 to 10 marks a pound. 
That is the German pound, which is, I believe, 10 per cent more than 
our poimd. Their poimd is heavier than our pound. 

Senator Smoot. Two thousand two hundred and forty pounds to 
a ton? 

Mr. SovATKiN. It is more than 16 ounces. 

Senator Simmons. Meats were selling for what ? 

Mr. SovATKiN. Nine and ten marks a pound, without the bone. 

Senator Simmons. What sort of meat ? 

Mr. Sovatkin. Steak. 

Senator Simmons. How much would that be measured in gold ? 

Mr. Sovatkin. 12^ cents. 

Senator Simmons. Per poimd? 

Mr. Sovatkin. Yes, sir. 

Senator Simmons. How much would 12^ c^nts buy on this market? 

Mr. Sovatkin. I don't believe that it would buy more than a 
quarter of a pound of good steak, would it? 

Senator Simmons. Then you can teike that 12 cents over there and 
buv a pound with it, or with the mark ? 

Mr. Sovatkin. Yes, sir. 

Senator Simmons. And it will take how much American money to 
buv a pound in this coimtry ? Would it be 40 cents ? 

Mr. Sovatkin. I beUeve so. 

Senator Simmons. Forty cents would buy a poimd ? 

Mr. Sovatkin. I think so. 

Senator Simmons. So that the German laborer with his hour's work 
can buy a poimd of meat, and you pay your labor 40 cents an hoiir 
and it takes an hour of his work to buy a poimd of meat on the Ameri- 
can market ? Is that not so ? 

Mr. Sovatkin. Yes, sir. 

Senator Simmons. So that the wages that a German gets for an 
hour's work will buy as much meat on that market as the wages you 
pay your common laborers will buy on this market ? 

Mr. Sovatkin. That is right.* Do you want any more of these food 
prices? 

Senator Walsh. Yes. 

Mr. Sovatkin. Margarine. There is not very much butter there. 
They use a lot of margarine. That sells at 6 marks a pound. Eggs 
at 12 marks a dozen, fresh eggs. Beans are 2 and 3 marks a pound. 
Peas are from 3 to 5 marks a pound. Bread is from IJ to 3 marks 
a pound. 

Senator Smoot. Have you reduced the kilos to pounds ? 

Mr. Sovatkin. They -sell it in pounds there. 

Senator Smoot. I never knew that. 

Mr. Sovatkin. That is the way they sell at retail. 

Senator Smoot. I never heard of that before. 
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Senator Simmons. The long and short of it is that the wage the 
German laborer receives will buy as much food products over there as 
the wa^es you pay in this country will buy over here ? 

Mr. SovATDN. I think the average will probably buy more. * The 
same thing applies to clothing and shoes. I priced clothing and I 
priced shoes. I stopped at the best hotel in Tuttlinger, which is a 
southern German center for making surgical instruments, ^ere the 
lai^est surgical-instrument plant in the world is located. 

Senator Simmons. The value of the dollar is measured by what it 
will buv ? 

Mr. oovATKiN. Yes; that is right. I was there eight dajrs, and my 
bill for the eight days, including all meals and some liquid refresh- 
ments with every meal, was 409 marks and 20 pfennigs, for eight days. 
Senator Simmons. What is that in our money ? 
Mr. SovATKiN. That would be about $6.50 for the eight days, in- 
cluding half a bottle of wine with every meal. 

As Isaid before, the wages are 6J to 8^ marks an hour in northern 
Germany and 5J to 7^ marks an hour in southern Germany. That is 
just the reverse of what it was before the war. The mechanics in 
southern Grermany were paid higher wages before the war than the 
mechanics in northern Germany were paid. It is just the reverse 
now, because foodstuffs are cheaper down there. 

Paragraph 369 of this proposed tariff bill provides 35 per cent ad 
valorem plus a specific rate oi 60 cents a dozen on sui^cal instruments 
costing $5 a dozen or less, and 12 cents per dozen for every dollar per 
dozen over that. That is on the American valuation. With tnat 
rate of duty I believe that we could manufacture perhaps 50 per cent 
of the instruments that are required in this country. 

I woidd reconunend a rate of 60 per cent ad valorem, plus that 
specific rate. I think we could then make about 90 per cent of the 
instruments used in this country. 

Senator Smoot. You mean 60 per cent instead of 36 per cent ad 
valorem. 
Mr. SovATKiN. Yes, sir. 
Senator Smoot. And the specific? 

Mr. SovATKiN. Yes, sir; because in the making of instrimients so 
much of it is included in the cost of labor. It is almost all the cost 
of labor. 

Senator McLean. Have you made an estimate of the difference in 
the cost of labor in this country and over there ? 

Mr. SovATKiN. No; this is based on the cost of the instrmnents 
laid down here. I have got the invoices for goods I bought while 
I was over there this last summer. I know what the goods cost 
landed here; I laiow what they cost in Germany; I know what it 
costs to manufacture them here, and I know what the wholesale 
selling prices are here. The importers of German instruments to-day 
are not basing their selling price on the cost of the goods laid down 
here. They are basing it on the American selling price, and cutting 
enough imaer it to get the business. The result is that our plant is 
running about 20 per cent. 

Senator McLean. And your idea is that they could sell them 
much cheaper? 

Mr. SovATKiN. They could sell them for half the price they are 
selling them now and make a profit. And, furthermore, the price 
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the German manufacturer is charging for his mods now, on the 
American market or any foreiga mancet, is h^er than they are 
selling the goods for inland. The reason for that is they want a 
(fiiferentiaJ so they can reduce their price when the tariff in these 
other countries is raised. They told me that when I was there. 
The different organizations have taken that attitude. Every industry 
over there is organized. 

Senator McLean. Basing your estimate on the selling price here, 
you need 60 per cent ad valorem plus the specific rate you refer to t 

Mr. SovATKiN. Taking it on the selling price here we need the 60 
per cent to be able to make 90 per cent ol the goods required here. 
If you would put a duty of 100 per cent on surgical instruments you 
would not keep all German goods out. 

Senator Simmons. What are the importations now ? 

Mr. SovATKiN. There is no way of telling, Senator. 

Senator Simmons. I am advised bv the experts that there are 
practically no importations now. Is tnat true 1 

Mr. Sovatkin. Senator, I can show you invoices right now for 
goods that have arrived in this country, and some are on the Vay. 

Senator Simmons. I know some are coming, of course. 

Mr. Sovatkin. Large quantities. 

Senator Simmons. How many ? 

Mr. Sovatkin. I have 500,000 marks worth of instruments con- 
signed to our firm now on the water or in the customshouse in New 
York. 

Senator Walsh. Why do you get instruments from Germany if 
you are an American manufacturer of sui^cal instruments ? 

Mr. Sovatkin. We imported them before the war. 

Senator Walsh. Is it oecause you can not make them as cheaply 
in your own factory ? 

Mr. Sovatkin. No; they are cheaper and we have to have them to 
stay in business. 

Senator Walsh. You went over to Germany and bought how 
much? 

Mr. Sovatkin. I bought about 2,000,000 marks worth of instru- 
ments. 

Senator Walsh. You imported them to this country and went into 
the importing business here ? 

Mr. Sovatkin. We have been in the importing business a good 
while. 

Senator Walsh. And some of these instruments are identical with 
those you make here ? 

Mr. Sovatkin. Yes, sir. 

Senator Walsh. So you practically intend to dose down that part 
of your factory and sell German instruments ? 

Mr. Sovatkin. If the tariff is not put on there we will have to close 
it down. 

Senator Walsh. Some of the dumping that has been going on has 
been done by the manufacturers themselves. 

Mr. Sovatkin. We are just getting our goods in. We are not 
dumping them. We will have to seU them at the same price the 
other importers are selling them and will have to go out of tne manu- 
facturing business altogeuier if we don't get a tariff. 
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Senator Walsh. How much less could you buy them for from the 
Germans than you could from the importers in New York ? 

Mr. SovATKiN. I have not asked for any quotations from New 
York importers on their goods. 

Senator Smoot. Have you bought heavier this year than hereto- 
fore? 

Mr. SovATEEN. Yes, sir. 

Senator Smoot. If you have a great quantity of goods on hand, 
and we give you the protective tariff that you are asking for here^ 
vou will make a hancbome profit on those goods you have already 
bought. 

Mr. SovATKiN. That is also true of all the importers. 

Senator Smoot. Is that the reason you went over and bought 
heavier this year than you generally do ? 

Mr. SovATKiN. Well, Senator, we have had a bill — I appeared 
before this committee in 1919 and asked for a tariff on surgical mstru- 
ments. You may recall that. 

Senator Smoot. I am aware of it. 

Mr. Sovatkin. We were turned down. There was nothing left to 
do but to import German instnmients if we were goin^ to stay in 
business. We have been in the sui^cal instrument business for 2& 
years and expect to remain in it, either as manufacturers or im- 
porters. 

Senator Simlmons. You say you bought 2,000,000 marks worth ? 

Mr. Sovatkin. Yes. 

Senator Simmons. That is about $30,000 is it not ? 

Mr. Sovatkin. Yes; hardly that. 

Senator Simmons. What was the output of your factory? 

Mx. Sovatkin. In 1918 our output was a Uttle over a milUon 
dollars. 

Senator Simmons. And you imported about $30,000 worth this 
year? 

Mr. Sovatkin. Yes, sir. We have one factory in Philadelphia that 
has a larger output. 

Senator Simmons. Is that your plant ? 

Mr. Sovatkin. No, sir. There are about 50 manufacturers all 
told in the United States, by and large. 

Senator Simmons. You have not taken the trouble to find out^ 
although you are here asking for 60 per cent tariff, what the importa- 
tions of last year were. 

Mr. Sovatkin. There is no way of determining that, because they 
are included in the basket clause. That is where surgical instruments 
are. They have no separate classification. We have tried to get it 
and could not. 

Senator Smoot. Do you export surgical instruments. 

Mr. Sovatkin. Very little. 

Senator Smoot. What do you call '^little?'' 

Mr. Sovatkin. I don't beheve we export 2 i>er cent of our product. 

Senator Smoot. The statistics show there were about $800,000 

worth of surgical instruments exported from the United States last 

year. Do you know what manufacturers in America exported those 

goods? 

Mr. Sovatkin. I can not tell you. I could easily ascertain by- 
questioning our other manufacturers and requesting them to give 
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me. a statement of what they exported last year That must include 
other than surgical instruments. 

Senator Smoot. No; it does not. 

Mr. SovATKiN. It must include dental instruments* 

Senator Smoot. No; it does not includ» dental instnuiiBnts at alL 
It simply includes what is designated as surgical instruments, $800,000 
worth 01 goods exported from America last year. What I want to 
know is how much you exported of those $800,000 worth ? 

Mr. SovATKiN. I could give you the exact figure by looking it up. 

Senator Smoot. Have you imported goods from Germany and 
exported any of those German goods ? 

Mr. SovATKiN. Not that I know of. 

Senator Smoot. To Canada or South America ? 
. Mr. SovATKiN. Very little, if any. In Canada we have no duty 
at all on instnunents, and they import direct from Germany anS 
England. 

&nator Smoot. We sell a good many goods over there, a good 
many surgical instnunents from America. 

Senator Simmons. You do not make in this country all kinds of 
sumcal instruments, do you ? 

Mr. SovATKiN. Almost all kinds. 

Senator Curtis. It was demonstrated during the war that we 
could make in this country nearly any surgicfid or medical instru- 
ment made in the world. There is no question on earth about it. 
We can make them all. 

Senator Simmons. That was not the question I asked him. I asked 
if he did make them all. 

Mr. SovATEEN. We make every instrument that is required in 
surgery. We made them duriiig the war period, and I beheve they 
are Deing made to-day. 

Senator Simmons, iou make every instrument being used in 
surgery ? 

Mr. SovATKiN. Oh, no. 

Senator Simmons. That is what I asked you. 

Mr. SovATKiN. There are some special patterns we do not make. 

Senator Simmons. Can you tell us what part of these instruments 
that are imported to this country are not made in this country? 

Mr. SovATKiN. I can not tell you that. Senator Simmons. 

Senator Simmons. Do you make all the kinds of instruments that 
are imported ? 

Mr. oovATKiN. No, not all. 

Senator Simmons. What percentage of this $30,000 worth that 
you imported are of kinds that you do not make ? 

Mr. SOVATKIN. Perhaps 10 per cent. 

Senator Simmons. Not over 10 per cent ? 

Mr. SovATKiN. I don't think so. 

Senator McLean. Do you sell your imported articles for less price 
than those you manufacture ? 

Mr. SovATKiN. We have not had any imported articles to sell. 
They are on the way now. 

Senator McLean. Have you not imported them in the past? 

Mr. SovATKiN. Before the war. 

Senator McLean. Is it customary to sell those at a less price than 
you sell your own manufactured article? 
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Mr. SovATKXN. Yes, sir. 

Senator McLean. Is it your judgment that if jrou are driven 
out of business and prevented from producing tkem in this country 
you will be able to supply the Amencan market at a lesser price ? 

Mr. SovATKiN. Yes, sir. There was something said before tne Ways 
and Means Committee on this bill in regard to that. 

Senator Simmons. How do the sui^cal instruments made in this 
country compare with the German article as to quality ? 

Mr. SovATKiN. I think they are just as good in every case, and in 
some cases better. 

Senator Curtis. Mr. Chairman, it was demonstrated and shown at 
the special hearings last year that there were better articles produced 
in this coimtry tlmn in any other country in the worid. 

Senator Simmons. That is true of a lai^e part, but it is not true of 
all of them. 

Senator Curtis. I did not say all of them. I said it was true as to 
certain articles. 

Senator Simmons. That would be true as to many, but taking it as 
a whole, how do they compare ? 

Mr. SovATKiN. I think they compcure very favorably. 

Senator Simmons. Some are better and some not so eood? 

Mr. Sovatkin. Some are better and some not so good. 

Senator Simmons. Are there some instruments that the operators 
in this country prefer the German make over the American make ? 

Mr. Sovatkin. I don't know. There may be some special types of 
instruments, special instruments that are made only in Germany, 
which the American surgeon or specialist would prefer. 

Senator Simmons. Not made in this country at all ? 

Mr. Sovatkin. Yes, sir. We have some types that are only made 
abroad. 

Senator McCumber. Is there any reason why we can not make 
them here ? 

Mr. Sovatkin. I donH know that there is. 

Senator McCumber. As far as material and skill are concerned, we 
can produce them ? 

Mr. Sovatkin As far as material and skill are concerned, we can 
produce them. 

The Tariff Commission held hearings in New York in 1918 on 
surgical instruments, and in the report that they published is a 
statement that the Bellevue Hospital and allied hospitals of Ne^\ 
York spent one-tenth of 1 per cent of their appropriation for surgical 
instruments. You can see what a small item it is in the entire expend- 
iture. One hospital in Brookljrn that I am connected with and which 
opened last November, the institution costing something over half a 
million dollars to put in their equipment, and the total expenditure 
for the initial equipment of sui^cal instruments was a little over 
$2,100. You can see what a small percentage it is. The general 
practitioner, the doctor, does not spend very much for surgical instru- 
ments. He does not have to have them. It is the surgeon or special- 
ist Uiat buys them, and in proportion to the fees they get their expend- 
itures for surgical instruments are not very great. 

Senator Curtis. You are going to file a brief, are you not ? 

Mr. Sovatkin. I have not prepw^ one. I will be glad to file 
one if it is desired. 
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Senator Curhs. Mr. Chainnan, I would like this witness to prepare 
a brief and submit it within a reasonable time for printing in the 
record. I do that for the reason that he has been m Germany re- 
centlvj and knows the wages and costs and can supply information of 
that kmd which will be valuable to the committee. In our hearing 
a few months ago the only thing we did not have was the price of 
commodities and also the wages paid. If we had that now we could 
take the old hearing and we nave a complete case made. We 
went into this question very thoroughly, heard witnesses for days^ 
but we did not have the wages then paid in Germany or what they 
were paying for their product. 

Senator Simmons. Have you any other competitors in the pro- 
duction of these articles except Germany ? 

Mr. SovATKiN. We did have Japan as a competitor, but they never 
came up to the American or German instrument in quality, so that 
they do not figure very much* 

^nator Simmons. I have not been able to find that we have any 
competition anywhere in the world, from the testimony at these 
hearmgs, except Japan and Germany. 

Mr. SovATKiN. In surgical instruments we have not. 

Senator Simmons. We have not in anything else that has been 
talked about since these hearings began. 

The Chairman. You mean in number ? 

Senator Simmons. We have not got the numbw yet. 

If you were given a 60 per cent protection, do you think there 
would be any mrther importation oi surgical instruments into this 
country ? 

Mr. SovATKiN. I believe there will be some; yes, sir. 

Senator Simmons. Do you think the amount that will come in 
imder that rate will be more than a very negligible quantity ? 

Mr. SovATKiN. I believe soiriewhere from 10 to 20 per cent of the 
instruments used here will be imported just the same. 

Senator Walsh. No matter what the rate is. 

Mr. SovATKiN. I said at 60 per cent. 

Senator Simmons. No matter what the rate is. Why ? 

Mr. SovATKiN. Because of special types of instruments made 
over there. 

Senator Simmons. If no rate will keep them out, tell me why? 

Mr. SovATKiN. There are certain special instruments made there 
that are not made here. There are new instruments being designed 
all the time. 

Senator Simmons. Then you say with a 60 per cent duty prac- 
tically no importations of those articles would come in, except those 
that are not produced in this country ? 

Mr. SovATKiN. Yes, sir. 

Senator Simmons. Then you are asking an absolute prohibitive 
duty as to instruments produced in this country ? 

Mr. Sovatkin. We are asking for a rate of duty that will protect 
our industry here. 

Senator Simmons. You practically said it would be prohibitive as 
to all instruments produced in this country. 

Mr. Sovatkin. I can give you the fibres of what the 60 per cent 
duty would mean with the present prices in Germany and present 
selling prices here. 
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Senator SBOfOKs. I do not want your figures. I want your 
judgment and your testimony. As I nave understood your testi- 
mony — and if you want to cnange that testimony^ you have that 
privilege — ^but as I understood you, you said that 60 per cent would 
practically exclude all instruments not produced in tnis country. 

Mr. SovATKiN. I did not say that would exclude them. It would 
put us on an even par with them. If their goods laid down here 
cost almostp the same as ours then we can compete with them. We 
can not compete with them now. 

Senator Simmons. I asked you, if that 60. per cent rate is imposed 
would there be any importations into this country, and I under- 
stood you to say there would practically be none except as to articles 
not produced in this country. 

Mr. SovATKiN. I misimderstood you then. If you will permit me, 
I would like to change that. 

Senator Simmons. All right. 

Mr.SovATKiN. No matter what the rates of duty may be, there 
are certain special types that will be imported anyway. This 60 
per cent tarin, the wav I estimate it, will bring the German goods 
into this country at about the same price that the wholesale price 
is and give us a chance to compete with them, and that is all we are 
asking for. It will not be an embargo on them. It will not be a 
tariff wall that will prevent importation. They will still import them. 

Senator Simmons. It will not be a tariff wall, but it will be so 
near a tariff wall that you can not tell one from the other. 

Mr. SovATKiN. They will be about the same selling price here. 

Senator Simmons, i think I understand you. 

Senator McLean. Put in your brief the total production in this 
countiy, and the nature of competition. 

Mr. SovATKiN. Yes, sir. 

The C^irman. Senator Curtis, you wanted to have a brief filed ? 

Senator Curtis. Yes. I would like to have this gentleman or some 
other party to bring to this committee for our inspection the instru- 
ments maae in this country, together with similar instruments made 
in other countries. It would be most interesting to this conamittee to 
see. We had those exhibits before the conmiittee heretofore, and I 
would like to have this committee see them. 

The Chairman. Could you do that before next Wednesday ? 

Mr. SovATKiN. I beUeve I can. Some of these goods are on the 
way now and probably will not get in by Wednesday. I would like to 
bring some of those German instruments here and compare them with 
the American-made instruments. 

Senator Curtis. We had some exhibits before the committee a few 
months ago that will answer the same purpose. 

The C^iRMAN. I think what is available will be sufficient. If you 
can come along between now and next Wednesday the committee will 
be glad to hear you, at Senator Curtis^s request, m the way you have 
described. 

Mr. SovATKiN. Very well. I thank you. 

Senator Smoot. Did you have some exhibits before the Ways and 
Means Committee ? 

Mr. Sovatkin. I don^t believe we did. Senator. We had them be- 
fore your committee. 

Senator Watson. They had exhibits before our special committee 
of instruments made in the United States, Germany, and Japan. 
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EVGiifEiatnrG AVD scientific nrsTsmEEHTS. 

[Paragraph 360.] 
STATEHBNT OF JAKES G. BIDDLB, PHILAPBLPHTA, PA. 

Mr. BiDDLE. My business is that of a merchant who sells engineer- 
ing and scientific instruments, including some optical instnunents. 
I may add that I have been engaged in this business fol* more than 
30 years, 26 years of that period navin^ been on my own account. 
I have been identified with manufacturing to some extent, largely 
with importing, and also with buying and selling instruments of 
American manufacture. 

As of to-day probably 75 per cent of my business is importing 
and 25 per cent is in goods that are producea in this coimtry. 

The paragraphs that interest me are Nos. 228, 360, and 393. 
Actually they are all more or less alike, and if you please I will con- 
fine my remarks to paragraph 360, as really covering the general 
situation. 

First of all, I should like to request that the committee consider 
the advisability of striking out from paragraph 360 the requirement 
as to name of maker. 

In general I have no objection to that. In fact, when we are im- 

Eorting high-class instruments we prefer that the maker^s name shall 
e on them, because it helps to give them standing; but occasionally 
we uncover on the other side, just as is done here, some article pro- 
duced by an unknown maker, and my feeling is that when an im- 
porter in the same way as a dealer over here, does something in the 
way of introduction he is entitled to the protection that comes from 
not disclosing the name of the maker. 

By all means have the name of the country of origin on the instru- 
ment, as we have had under previous acts, but I would like to see the 
reauirements as to the name of the maker omitted. 

It is very diflScult for one who has grown up in Philadelphia to be 
anything but a Republican. That has been my background all these 
years, and I am not opposed to a tariff. But 1 do feel very strongly 
that the tariff as suggested in paragraph 360 interpreted in terms 
of American valuation, if I am able to understand what that meap, 
will be largely prohibitive in the matter of a great many scientific 
instruments, to this extent: Either they will not be imported at all, 
because the scientist or purchaser can not afford to pay the- price 

Senator Smoot. What do you want? 

Mr. BiDDLE. If we must have American valuation, I believe that 
the equivalent of 40 to 45 per cent would be 15 per cent in terms of 
Amencan valuation. I comess that I do not know just what it means, 
but that is as near as I can come to it. 

I will illustrate this point a little further. I have been importing 
for some 30 years under tariffs varying from 20 to 45 per cent, ac- 
companied at the same time with free trade for educational institu- 
tions. I understand that this bill contemplates withdrawing the 
duty-free privilege. It is a fact that I have not been able to see in 
all these years any variation in the effect on the business of importing, 
whether the tariff is 20 per cent or whether it is 45 per cent. In 
other words, scientific instruments are selected almost entirely on the 
basis of quality and fitness for a given purpose, and not on price. 
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I remember, back in 1890, when I was quite a young fellow, the 
Weston Electrical Instriunent Co. was established over at Newark, 
N. J. Dr. Weston — he was Mr. Weston then — had the ability to de- 
velop a line of electrical instruments, ammeters and volt meters, 
which were absolutely better than anything which had been made 
before. I was then connected with the old house of James W. 
Queen & Co. We were importing such instruments from France and 
Enrfand. 

When the Weston instruments were put on the market at substan- 
tially higher prices than we were chai^ng for the foreign instru- 
ments, we were absolutely put out of business in those instruments, 
and deservedly so, becaiise the Weston instruments were infinitely 
better. 

Take the business of X-ray apparatus. I remember very well when 
Prof. Roentgen made his announcement back in 1895. At that time 
we were importing induction coils and such things from Europe. 
To-day all of those things are made in this country. It is not a 
Question of tariff protection; it is a question of superior goods. The 
General Electrical Co. to-day is manufacturing X-ray tubes that are 
selling for $125 on merits wnereas tubes from the other side can be 
laid down here and sold for perhaps $25. But they do not sell. 
Thev do not fill the bill. Forty per cent duty, ad valorem, in terms 
we have known in the past I should not object to. I think it is a 
bit high, but I should not object to it. But actually, if I have any 
conception of American valuation, it is equivalent to not less than 
100 per cent duty in terms of foreign value. In other words, if we 

take the 

Senator Smoot. Your statement before was 300 per cent. 
Mr. BiDDLE. I do not think so, if you will pardon me. 
Senator Smoot. You said 45 per cent was equal to 15, or 45 per 
cent on foreign value was equal to 15 per cent on American value. 
So that is a 300 per cent increase. 

Mr. BiDDLE. 1 was not attempting to hew exactly to the line. I 
do not know whether 15 is just right or not 

Senator Smoot. In other words, on foreign valuation, in order to 
make it equivalent, the instrument which you would import here at 
$1 would sell for $3 ? 

Mr. BiDDLE. No. I can answer your question, perhaps, with 
another illustration which I happen to remember, if I may. 
Senator Smoot. Yes. 

Mr. BiDDLE. This is entirely empirical. We will take an. instru- 
ment which msCy cost $36 in England or Germany or Switzerland. 
We will assume it costs about 10 per cent to land it over here. We 
wDl assume that the importer is satisfied with a gross profit of 20 per 
cent on the selling price out of which his expenses must be paid. That 
is too low, but we will assume that for the argument; 40 per cent of 
$100 is $40. That is the duty; add $40 to your cost of $40 and you 
have a total cost of $80 and you sell for $100, because you are allow- 
^g a gross profit of 20 per cent on the selling price out of which the 

importer's expenses must be paid 

oenator Smoot. Why do you not carry on your illistration which 
you started with? You started with $36. Ten per cent of that 
would be $3.60; 20 per cent would be $7.20. 
Mr. BiDDLE. Twenty per cent profit on the selling price ? 
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Senator Smoot. 1 am speaking of the importer's price cm the foreign 
goods, now. You got that far, and then you quit and went back to 
$100. Why did you not cany your case on in the way you started ? 

Mr. BiDDLE. Tnepurchase price, Senator, is $36. 

Senator Smoot. Tne foreign price ? 

Mr. BiDDLE. The importing expenses are $4. 

Senator Smoot. Three dollars and sixty cents, you said — 10 per 
cent. 

Mr. BiDDLE. I thought I said $4. 

Senator Smoot. The profit for the importer is 20 per cent 

Mr. BiDDLE. On the sellii^ price over here. Senator 

Senator Smoot. I am trying to get at what they would come in 
now for imder existing law. 

Mr. BiDDLE. I will tell you exactly how that would work out. 
I have the comparison as oetween American valuation and foreign 
valuation. 

Senator Smoot. I wanted to figure it out, and then I could tell 
you exactly what it would be; but if you have not got it I will not 
crowd you any further in getting that information, but let you put 
it in the way you want to. 

The proper way to get at it is to take an instrument that costs 
$36 now in a foreign country, on foreign valuation, and add your 
profits and all the expenses to it, and then the duty at 40 per cent. 
Then take the American valuation on that same identical instrument 
and figure it out the same way 

Mr. BiDDLE. I think I have the equivalent of that here. Perhaps 
I have gone at it backwards, from your viewpoint. If I have done 
my figuring correctly, if we sell this instrument for $100 on the basis 
of American valuation, the importer's gross profit is $20, 20 per cent 
of the selling price. Its cost is $36. I have added $4 for expenses, 
making $40, or a total cost of $80 landed, or f . o. b. warehouse, includ- 
ing duty. That is on the basis of American valuation. 

Senator Smoot. Why do you not say that if you would sell it for 
$200 or $300, then you would show a bigger difference than that ? 

Mr. BiDDLE. Certainly. 

Senator Smoot. Are you selling $36 goods for $100? 

Mr. BiDDLE. We would have to if we riave to pay 40 per cent duty 
on American valuation. 

Senator Smoot. Then you want to get $40 on that ? 

Mr. BiDDLE. No, sir; only $20. 

Senator Smoot. Well, go on. 

Mr. BiDDLE. It is absolutely clear. Senator. On' the basis of 40 
per cent duty, on foreign valuation, the selling price would be $70, 
and the gross profit womd be 20 per cent. The importer would make 
$14. I am sorry that I do not make myself clear to you, but it 
is absolutely clear to me. 

Senator Smoot. If you could make all profits that way and count 
them up that way you would be well off at the end of the year. 

Mr. liiDDLE* I do not think I am singular in that, am I ? 

Senator Smoot. No* I do not think so. 

Senator McLean, i ou say it costs one-third as much to manufac- 
ture these articles abroad as it does here ? 

Mr. BiDDLE. I do not know. I know this, that 

Senator McLean. According to your figures I should judge it was 
about a third. 
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Senator Smoot. Not one-third. 

Senator McLean. Not quite; no. 

Senator Smoot. That is why I said if you would put it at $200 you 
could make it even better than that as against American valuation. 

Mr. BiDDLE. That just illustrates my inability to understand 
American valuation. Evidently I am wrong; but I have figured out 
tiiat a duty of 40 per cent under American valuation would be five 
times the duty that we would pay to-day on similar goods under the 
Underwood bill. 

Senator Smoot. Under what rate ? 

Mr. BiDDLE. Twenty per cent. 

Senator Smoot. Then, in other words, your proposition is inmie- 
diately this, that on those goods you want 250 per cent, and if that 
is what you are making on scientific instruments, then your figuring 
isrifi^ht. 

lk&. BiDDLLE. I am not making that. 

Senator Smoot. Then the proposition is not right. Five times as 
much at 20 per cent 

Mr. BiDDLE. We would not do that. Senator. I am trying to show 
that 40 per cent on American valuation is equivalent to five times 20 
per cent on foreign valuation. 

Senator Smoot. Five times twenty is a hundred, is it not? 

Mr. BiDDLE. Yes. 

Senator Smoot. And two and a half times 40 is a hundred. Of 
course, if you make 250 per cent, then it will be what vou say^ — ^five 
times as much. If you want to make 500 per cent, it will be ten times 
as much. 

Mr. BiDDLE. Who could do that ? 

Senator Smoot. Who could make 250 per cent ? We are not try- 
ing to protect you or anybody else for 250 per cent. 

Mr. BiDDLE. I do not want you to. Senator. 

Senator Smoot. I mean, to rive you the advant^es you say you 
have had in the past, or a profit of 250 per cent. That is just what 
it means. It does not mean anything else. I will admit what you 
say if you admit that you are making 250 per cfent profit. 

Mr. BiDDLE. I do not admit it. Senator. 

Senator Smoot. Then I do not admit the other. 

Senator Simmons. This is a very interesting controversy. I would 
like to know what it is about. 

Mr. BiDDLE. I thought I knew something about my business, but 
apparently I do not. 

Senator Smoot. You say 40 per cent, American valuation, is five 
times the amount of a valuation of 20 per cent. That is your state- 
ment, is it not ? 

Senator McLean. That is, the duty would be that. 

Senator Smoot. Is not that your statement? 

Mr. BiDDLE. The duty would be equivalent to five times the duty 
on 20 per cent foreim valuation. 

Senator Smoot. Or, in other words, five times the duty at 20 per 
cent, which is equal to 40 per cent, is 100 per cent. It is two and one- 
half times 40 per cent, which is 100 per cent, to make it equal. There 
is a profit of 250 per cent, and if you are going to have that profit, 
then your statement is absolutely correct. 
81527— 22— son 3 2i 
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Mr. BiDDLE. I do not say we are going to have it at all, Senator. 
I am merely trying to indicate 

Senator Simmons. Let me see if I can understand this. 

Senator Walsh. Wait a moment. Are any of these instruments 
made in this country ? 

Mr. BiDDLB. Yes. I am thinking in terms of instruments that are 
not made here. 

Senator Walsh. What is the duty upon those ? 

Mr. BiDDLE. Under the bill we are discussing? 

Senator Walsh. .Yes. 

Mr. Bjddle. Forty per cent, American valuation. 

Senator Walsh. Is not that a high duty for goods that are not 
made here at all ? 

Mr. BiDDLE. It would be practically prohibitive. 

Senator Walsh. Even on goods that we have got to have and that 
are not made here? 

Mr. BiDDLE. A man has got to have a big pocketbook to bring them 
over. 

Senator Walsh. Some of the finest and most necessary instruments 
are made abroad and not here ? 

Mr. BiDDLE. Absolutely. 

Senator McLean. You said that the price does not count on 
American made goods; it is the qualitv. 

Mr. BiDDLE. Within certain limits that is true. 

Senator McLean. Of course, I do not suppose you could tell what 
the price is over there. You do not know what the foreign valuation 
would be on those articles, so that you could tell us what the price 
would be ? 

Mr. Bjddle. No; I do not know. I have made a mistake, appar- 
ently, in attempting to make an empirical illustration. I do not 
know how it came about. 

Senator McLean. I do not think so. 

Senator Smoot. We have present the experts from the Treasury 
Department, and I will ask one of them. 

What would you judge from the statement the witness has made? 
Is it not five times the amount of duty ? 

Mr. McCoy. His claim, reduced to sunple terms, would be that the 
proposed rate of dutv is five times the Underwood rate. 

Senator Smoot. That is exactly what I said. 

Mr. BiDDLE. Yes; that is what I claim. That is what I was trying 
to say. 

Senator Simmons. I was not here when you started. What were 
you talking about ? 

Mr. BiDDLE. Apparently I do not know, Senator. 

Senator Smoot. it is paragraph 360. 

Mr. BiDDLE. I was trying to talk about scientific instruments, 
and I am trying to surest- 



Senator Simmons. What is the present duty ? 

Mr. BiDDLE. The present duty under the XJnderwood bill is 20 per 
cent. 

Senator Simmons. On foreign valuation ? 

Mr. BiDDLE. Yes, sir. 

Senator Simmons. If you substitute the present duty under 
American valuation, how much would it increase that duty, so far 
as potential protection is concerned ? 

Digitized by VjOOQLC 



METALS AND MANUFACTURES OF. 1978 

Mr. BiDDLE. I^ should say it would increase it two and a half to 
three times. 

Senator Smoot. You just said five times. 

Mr. BiDDLE. Pardon me. Senator Simmons is speaking of 20 per 
cent. 

Senator Simmons. Under the present duty, if you apply the 
American valuation instead of the foreign valuation it would increase 
the Underwood duty three and a half tunes. 

Mr. BiDDLE. Two and a half to three times — if I understand what 
American valuation means. 

Senator Simmons. It is proposed to double the Underwood rate, is 
it not? 

Mr. BiDDLE. That is ray understanding. 

Senator Simmons. If you double the Underwood rate, instead of 
increasing the present rate of potential protection two and a half 
times, you increase it five times ? 

Mr. BiDDLE. That is what I think. 

Senator Smoot. That is what I told him. 

Senator Simmons. Then the American valuation, you think, so far 
as applied to this item, would raise the protection that the American 
producer would get about two and a half times. Under the new 
schedule if you double that rate it will raise it five times ? 

Senator Smoot. That is, provided^ 

Senator Simmons. I am just trying to find out how much this 
American valuation is going to raise the duty. 

Senator Smoot. That is, providing the importer makes 250 per 
cent. 

Senator Simmons. I do not understand he has made any proviso 
about it. 

Senator Smoot. If they were both exactly the same, they would not 
be increased that much. . 

Mr. BiDDLE. I shall have to so home and think that over, because 
I did not realize that I was maldng that much profit. I am glad to 
know about it. 

Senator Walsh. Will you give us for the record a list of these sci- 
entific instruments that are commonly used and that, under the terms 
of the tariff, will be prohibited from entrance here? 

Mr. BiDDLE. That is rather a difficult thing to do. Senator. That 
was covered rather fully in a paper which was prepared by the Tariff 
Commission perhaps in 1919. That is quite completely covered. 

Senator Smoot. Are these instruments made exactly the same in 
the United States? 

Mr. BiDDLE. There is another great difficulty. Two scientific 
instruments are about as much alike as two horses. 

Senator Smoot. Then the American valuation would not apply. 
Under the plan that this committee has agreed to virtually the 
American valuation would not apply at all. 

Mr. BiDDLE. May I ask what you have in mind there ? That is the 
best news I have heard to-day. 

Senator Smoot. I have this in mind: An instrument such as you 
speak of, where we have not anything exactly like it in this country, 
is dutiable under the foreign price, plus the freight and the casing 
and the expense to handle to New York, and whatever profits there 
are on such an instrument sold by the importer. The price is just the 
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same as it is to-day where there are no goods made in this country 
like them. 

Mr. BlDDLE. I see. 

Senator Smoot. We will cut out comparison and competition 
entirely. 

Mr. &IDDLE. Do I understand that the tariff which the importer 
will pav on these instruments which are not comparable or competi- 
tive will be precisely the same within 5 per cent of what he would have 
paid under the Payne-Aldrich Act witn the 45 per cent duty I 

Senator Smoot. It would be whatever the wholesale price of those 
goods is in that country. 

Mr. BiDDLE. That is American valuation, is it not ? 

Senator Smoot. It is American valuation as to what the importer 
sells the goods for. If he makes that profit here of 250 per cent, of 
course he would pay under that arrangement a duty on that profit. 

Mr. BiDDLE. The profit, Senator Smoot, that I have figured in this 
case I gave you is 20 per cent, not 250 per cent. 

Senator Smoot. Then I could tell just exactly what it would be 
here under the valuation plan. 

Mr. BiDDLB. The instrument costs $40 in New York. 

Senator Smoot. And your profit is what ? 

Mr. BiDDLE. Twenty per cent on the seUing price. 

Senator Smoot. No, 1 am speaking of your profit on what it costR 
you. 

Mr. BiDDLE. That adds 25 per cent. 

Senator Smoot. Then your profit is 25 per cent. That would be 
$50. That is exactly what the duty woula be on $50. That is your 
wholesale price. 

Mr. BiDDLE. That would make the instrument $90 ? 

Senator Smoot. No; 40 per cent on $50; that would be $70. 

Mr. BiDDLE. Yes; $70. I did not know of that plan. Under those 
conditions that 15 per cent might be changed slightly for the 
American valuation on instruments which are not comparable or 
competitive under it. 

In regard to instruments that have been imported free of duty for 
educational institutions, I understand that it is intended to withdraw 
that privilege. I have in my hand what you gentlemen have all 
received — a resolution adopted by the American Association for the 
Advancement of Science, a scientific body of 12,000 members, which 
requests that this duty-free privilege shall be continued. * 

Senator Smoot. Just put that in the record. Every one of the 
committee has received one. 

Mr. BiDDLE. I would like to have it in the record. 

(The document referred to is as follows:) 

DUTY ON SCIENTIFIC APPARATUS FOB EDUCATIONAL INSTTTUTIONB. 

The following resolution rerarding duty-free importation of scientific materials and 
scientific books in the English language into the United States by educational insti- 
tutions have been passed by the American Association for the Advancement of Science: 

''Whereas the scientific education of the youth of the United States is among the 
most fundamental and important functions of the Republic^ education being 
the only means by which the advanta^ of present civilization may be surely 
transmitted to coming generations of citizens and by which the future progress 
of the Republic may oe assured; and 
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"Wh^'eas the proeecutioD of the said scientific education of the youth requires unre- 
stricted employmeiTt of the apparatus and materials of science in educational In- 
stitutions, this being increasingly true for more advanced education: and 
"Whereas the scientific materials ana apparatus to be used in educational institutions 
oij^ht to be selected, as far as possible, without consideration of their place of 
origin, since science is world-wide in its scoi>e; and 
"Whereas any increase in the cost of scientific equipment f<Mr education is to be greatly 
deplored, since the funds available for its purchase by educational institutions 
are invariably inadequate in comparison with the great needs and possibilities 
of education; and 
"Whereas institutions for higher education must stiU be relied on for the most funda- 
mental and far-reachine steps in the advancement of knowledge, through the 
scientific researches of their faculties and students; and 
"Whereas both financial and patriotic considerations clearly require that the Republic 
«hould aid fundamental scientific research in every possible way, especially 
avoiding the erection of artificial barriers across the path of the advance of true 
knowleage; and, finally, 
"Whereas in consideration of the foregoLDjgclauses, the American Association for the 
Advancement of Science, with its 12,000 members, almost all of whom are citizens 
of the United States — representing the fundamental scientific interests of the 
county from the standpoint of scientific research as well as from that of instruc- 
tion, and representing especially the institutions for higher education and their 
stafte — views with very serious concern the proposal to repeal section 573 of the 
tariff act of October 3, 1913, which allows the duty-free importation of scientific 
materials by educational institutions: Therefore be it 
"Resolved, That the American Association for the Advancement of Science re- 
spectfully oEdls the attention of the Congress of the United States to the very great 
hindrance and burden that would be imposed upon the scientific education and 
research in the Republic if its educational institutions were to be deprived of the 
privilege of duty-free importation of scientific apparatus and materials, which they 
have enjoyed for many years. 

** Resolved further, That the American association also respectfully urges the restora- 
tion of the corresponding privilege of duty-free importation of single copies of sci- 
entific books in the English language by recognized educational institutions and the 
faculties, such books constituting an important item of both institutional and perFonal 
equipment for advanced instruction and research, especially since it is undesirable 
that scientific publications in languages other than English should be artificially 
favored in the United States. 

*^ Resolved finally, That these resolutions be forwarded to the proper committees of 
the Coneress of the United States to the National Academy of Sciences, to the National 
ReeearoQ Council, and to the secretaries of the scientific societies afl&liated with the 
American association, that they be published in Science, official organ of the asso- 
ciation, and also that they be sent to each member of the association." 

Mr. BiODLE. I am a member of that association, and personally it 
makes very little difference to me whether these goods are admitted 
free of duty or not, but I am absolutely sincere m believing that it 
will work a great hardship on our colleges and schools and I believe 
will not be of correspradmg benefit to American manuf actmrers. 

Senator McLean, why? 

Mr. BiDDLE. Because the American manufacturers have been con- 
fronted by this free trade for many years, and manufacturers of 
scientific mstruments have been growing and developing in this 
country right along in the face of it. 

Senator mcIjEan. Do I imderstand you to say that the free im- 

Eortation of these instruments for educational mstitutions will not 
enefit them? 

Mr. Bn>DLE. Oh, yes; it will benefit the institutions, but I do not 
think it will harm the manufacturers to any such extent as it will 
benefit the institutions. 

Senator McLean. I did not imderstand you. 
Mr. BiDDT.B. That is the point I desired to make. 
I think that is all I have to submit, Senator. 
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Senator Sraoot, do we understand each other now on this great 
profit I am making? 

Senator Smoot. No; not on the American valuation, but where the 
goods are comparable we do. 

STATEMENT OF HARVEY N. OTT, BEPBESENTINa THE CENTRAL 

SCIENTIFIC CO. 

Senator Smoot. You have appeared before, have vou not. Mr. 
Ott? . J > 

Mr. Ott. Yes ; with reference to another paragraph. 

I am appearing now on paragraph 360 for Mr. Roberts, of .tlie 
Central Scientific Co. He could not be here. 

I will say that the duty of 40 per cent under paragraph 360 is 
satisfactory to the gentlemen interested. My chief object in appear- 
ing before you at this time is to refute some statements made by Mr. 
Biddle on Tuesday afternoon with regard to this matter. Mr. tiiddle 
said, for instance, that these industries were large enough to take 
care of themselves. I do not have to go any further than to take 
some of the Government reports to show that that is a mistake. 

Some of you gentlemen will remember that this matter was up in 
connection with House bill No. 7785 a year and a half ago. That 
bill did not pass. The Ways and Means Committee went into the 
whole matter very thoroughly. I want to read from a report of 
the Ways and Means Committee on this House bill 7785. Speaking 
of this optical glass and the scientific instrunlents, etc., the report 
says: 

AU of these industries, with the exception of dental and surgical instrument 
industries, which operated ia a very limited manner, are new industries, 
brought .into existence by the needs of America and the allied countries in 
successfully prosecuting the war against the Central Powers. Prior to 1914 
the value of the products covered by this bill produced in the United States 
was negligible; this was due mainly to two reasons: First, the low rates of 
•noport duty, which enabled the manufacturers of Germany and Austria and 
other countries of Europe to undersell the American manufacturer; and, 
secondly, the duty-free provisions of paragraph 573 of the present tariff law 
and past tariff laws permitting religious, scientific, and educational institu- 
tions, and other similar institutions, to import scientific apparatus, utensils, 
etc., free of duty when used for educational purposes. 

This accounts, to some extent, for Mr. Biddle's statement that he 
had not noted much difference between the duties under the differ- 
ent paragraphs. 

The report goes on to say : 

These new industries can well be termed "key" Industries, for their prod- 
ucts are not only necessary in tfie teaching of scientific studies in our schools 
and colleges but are essential to the very existence of tnany highly important 
industrial institutions. Chemical apparatus and scientific instruments are 
indispensable in the laboratories which control the manufactur'ng of steel, 
Iron, rubber, dyes, chemicals, sugar, etc., and particularly munitions and ex- 
plosives. 

The committee went into a very exhaustive examination of this 
subject. 

Senator Smoot. Mr. Ott, we have that report. If I were in your 
place I would not take the time to read it, because we can refer to 
it when we come to your testimony. 

Mr. Ott. I just want to call attention to the number of witnesses 
who are uninterested. 
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Then Mr. Parson's report states the vote of the American Chemical 
Society. The American Chemical Society, or its executive committee, 
voted 85 in favor of doing away with this duty-free clause. 

Doubtless you gentlemen have received a little booklet from the 
American A^ociation for the Advancement of Science in which is 
printed a resolution against the leaving out of this duty- free- privi- 
lege. This resolution is printed in a booklet with other resolutions. 
The other resolutions were passed by the whole association at its 
meeting in Chicago in Decemoer — ^the latter part of last December — 
but this resolution with regard to the duty-free clause was not passed 
at that time, but was pas^ only by the executive committee of 11 
members out of 12,000. That point should be noted. It should be 
remembered that that is not the word of the American Association 
for the Advancement of Science, as you might possibly be led to be- 
lieve if you overlooked the fact that this resolution was passed on 
April 24 last ; and the association meets but once a year. 

Mr. Biddle also handed in some reports from the Tariff Commis- 
sion against the leaving out of the duty-free clause and against the 
duty for some of these instruments. There was a report put out by 
the Tariff Commission to that effect. It was hurriedly gotten up, but 
when they went into the matter more carefully they got out a revised 
report which favored tiie bill. In fact, the Tariff Commission sent 
out a number of letters to different professors and to teachers of the 
different universities. They received about 20 answers. I can not 
say how many letters they sent out. Out of the 20 answers 17 were 
in favor of doing away with the duty-free clause; 1 was against it; 
1 was noncommittal ; and 1 made suggestions for alterations. 

There was also a little propaganda put out, signed " Friends of 
Science," against leaving out the duty-tree clause. This was taken 
up by Mr. Herty, and he printed an exposS of the source of this prop- 
aganda. 

I wiU just leave with you some reprints of that expose, and that 
wiU be ail. 

FILES. 

[Paragraph 362.] 

STATEMENT OP WAI*LACE L. POND, BEPBESENTINQ NICHOLSON 
FILE CO., PROVIDBNCE, B. I. 

The Chairman. What is your address? 

Mr. Pond. Providence, K. I., Senator. 

The Chairman. What is your business? 

Mr. Pond. File manufacturer. I am sales manager of the Nichol- 
son File Co., of Providence, R. I., operating factories at Providence, 
Philadelphia, Paterson, N. J., and Anderson, Ind. 

The Nicholson File Co., of Providence, R. I^ being manufacturers 
in the United States of files and rasps, which 1 will simply speak of 
as files, respectfully suggest the importance of the careful considera- 
tion by your committee on an increase in the rates of duty on their 
product over the rates provided in House bill 7456, and submit for 
your consideration the following facts to reasonably justify their 
request : 

There are in the United States some 25 to 30 makers of machine- 
cut files, with plants located in Illinois, Indiana, Massachusetts, 
Michigan, New Jersey, New York, Ohio, Pennsylvania, Rhode Is^ 
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Jnnd, and Wisconsin, employing, when in full operation, approti- 
mately 9,000 hands, besides from 30 to 40 smaller concerns scattered 
throughout the country. 

There exists and has always existed between the file makers of 
this country actual and active competition of the keenest kind. These 
file makers are, at least in so far as this company is or has been 
concerned, or is aware, entirely independent of each other in the 
conduct of their business, with no trade agreements or relations of 
any' character, either directly or indirectly, affecting their affairs. 

The manufacture of files is a complex process, and one which can 
be undertaken successfully only by workmen long skilled in the 
industry. Each' file from the time when it is cut from a bar of 
specially rolled steel until the time when it is placed in our finished 
stock ready for shipment must pass through from 20 to 26 processes 
or operations, and must be handled from 75 to 90 times. 

The making of files is not in any sense of the word an automatic 
process. While machinery is used to perform the principal opera- 
tions^ each machine requires one, and in many cases two attendants, 
and m the great majority of cases the operation includes only one 
file at a time. 

No less than 6,000 varieties of files are regularly made by this com- 
pany. Every one of these files is a fine-edged tool, and after passing 
the cut stage is a very delicate tool and easily ruined or damaged if 
not liandled with the utmost care. 

In this industry only skilled workmen, together with a small 
number of helpers and laborers, are employed. This skilled class of 
labor, having been trained for many months before becoming profi- 
cient, is invaluable to the industry, and commands extremely good' 
wages — wages far in excess of those paid in any other country in the 
world for the same class of labor. 

In the manufacture of files the percentage of labor cost is very 
high ; in many cases as high as from 80 to 90 per cent of the total 
cost. 

We j)resent herewith, marked " Exhibit A,'' a 2-inch round file. In 

Producing these files 1 pound of steel, costing 38 cents, will make 83 
ozen files, having a net value of $144.89. The labor expended on 
this pound of steel enhances its value three hundred and eighty-one 
times. 

We also present herewith, marked " Exhibit B," a S^-inch needle 
file. One pound of this steel, costing 25 cents, will make 8 dozen 
files, having a net value of $13.99, the labor enhancing the value of 
the steel fitty-two times. 

We also present, marked " Exhibit C," a 14-inch flat bastard file. 
One dozen of these files requires 21 pounds of steel, at a cost of 4J 
cents per pound, or 94^ cents for the dozen files. These files have a 
net value of $4.92 per dozen, the labor enhancing the value of the 
steel five and two-tenths times. 

A casual examination of the samples shown will, we believe, dem- 
onstrate the reason for the great percentage of labor cost in the cost 
of anj finished file. 

Prior to the year 1915 the Nicholson File Co. had made no advance 
in the price or any of their products for a period of upward of 
15 yearsj but had, year by year, constantly and continuously reduced 
their prices in competition with other file makers, these reductions 
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in price having been effected during that time in spite of the fact 
that manufacturing costs within the same period had greatly in- 
creased, due to advances in rates of wages paia, cost of material, fuel, 
and supplies, and also due to lar^e increases in fixed charges through 
reductions in operating time en^rced by State legislation. 

Since the year 1915 the selling prices of the products of the Nich- 
olson File Co. have increased an average of 113 per cent. On March 
1 of this year these prices were reduced an average of approximately 
15 per cent, and a further reduction of about the same amount was 
made effective July 1. It is a gratifying fact that while the selling 
prices of numerous other articles manufactured from steel as a base, 
and in which the cost of labor does not carry as high a percentage as 
it does in the cost of files, have increased m the last six years any- 
where from 200 per cent to 300 per cent, files advanced oiuy 113 per 
cent. It may also be noted that advances in prices made by tnis 
company for their product have been materially less than advances 
in prices that have been made by several other file manufacturers. 

i>uring the World War in order that the demands of the Allies and 
of our own Government might be met in the fullest manner and with 
the utmost of promptness, the Nicholson File Co. made extensive ad- 
ditions to their manufacturing facilities. If these manufacturing 
facilities are to be steadily and continuously employed it is essential 
that the duty on files shall be placed at such a figure as not to ma- 
terially permit of any increased impoi*tation in volume. 

The (JHAiRMAN. There are no imports now ? 

Mr. Pond. Some. 

The Chairman. It is negligible, whereas the exports of the Ameri- 
can products is very large? 

Mr. Pond. Yes; but of the class of files that are imported the im- 
portations are, in proportion to t^e quantity that^is manufactured in 
this country, large. 

The Chairman. The figures indicate a negligible condition there. 
I do not know about it. 

Mr. Pond. In the sum total thejr do. 

The Chairman. It will be difficulty will it not, to defend a very 
heavy increase in duty, as none of the articles are being imported? 

Mr. Pond. It would not be difficult provided we could demonstrate 
to the committee the class of files that are being imported ; but, unfor- 
tunately, that is hard to deinonstrate. 

The Chairman. Can you not make a classification that would ap- 
ply onlv to those particular files? 

^r. !roND. That would be extremely hard to do, because files are 
sold by size and kind ; that would include those files in with regular 
files. 

The Chairman. What kind of files are imported? 

Mr. Pond. Largely the smaller, finer-cut nles, such as are made in 
Switzerland, in Sweden, and to some extent in France, and possibly 
also in Japan at the present time. 

The Chairman. I should not think there would be any difficulty in 
defining them. But still, proceed. 

The fact remains that the importations seem to be nothing. 

Mr. Pond. Experience for the 10 years prior to the year 1914 shows 
that files were imported on a basis of approximately 70,000 dozen 
per annum. Immediately foUowing the enactment of the Under- 
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wood-Simmons tariflf law the volume materially increased, reaching 
a total during the year ending June 30, 1914,' of 121,786 dozens. This 
increase was directly due to the reduction in the rate of dutjr made 
under the new law, and although the volume of the importations in- 
creased nearly twofold, the amount of duty collected was one-third 
less than the average duty collected per year for the preceding 10 
years. The fact that importations of files increased nearly 100 per 
cent in volume during the first year of the operation of the Under* 
wood-Simmons tariff law, when the law was actually in effect for 
only a portion of that year, is suflSoient to demonstrate that had the 
war not intervened importations of files in succeeding years would 
have been vastly increased and to a point that would nave caused a 
very material curtailment in the operation of file factories in this 
country. It is certain that in average years there will be approxi- 
mately the same volume imported as occurred during the 10-year 
period prior to the year 1914, and there will be a distinct advantage 
m the matter of revenue from the enactment of a law carrying the 
increases in the rates of duty under this schedule that will herein- 
after be suggested. 

For over 35 years prior to the enactment of the Underwood-Sim- 
mons tariff law the duty on files had been specific. The specific duty 
is preferable because tne actual duty is a fixed and certain amount 
based upon the quantity of goods actually imported and is not sub- 
ject to tne vaganes and fluctuations of foreign market values nor to 
fluctuations in value of exchange. Under a specific duty there would 
be no incentive for foreign file makers to undervalue invoices of files 
for the purpose of securing their entry into the United States at a 
low-duty cost. Undervaluation of invoices covering files would be ex- 
ceedingly diflicult to detect because of the fact that files of various 
grades and quality are so nearly ali^e in appearance that their differ- 
ence could*not be detected except by a file expert. This is well illus- 
trated by the three samples herewith submitted, marked " Exhibit D." 
For these reasons this company strongly recommends specific rates 
of duty rather than ad valorem rates. 

In every tariff law for the past 35 years prior to the enactment 
of the act of 1913 files were classified according to size and a gradu- 
ated duty assessed under the different classifications. Under the tariff 
act of 1897, and again under the tariff act of 1909, files were in four 
groups, i. e., No. 1 files, 2^ Inches in length and under; No. 2 files, 
over 2i inches and under 4^ inches in length; No. 3 files, over 4J 
inches and under 7 inches in length ; No. 4 files, 7 inches in length and 
over. 

This company is convinced after a careful study of the entire 
question through an experience covering many years that under 
usual conditions of the industry in this country and in the principal 
file-producing countries abroad the rates of duty given to this para- 
graph in the tariff act of 1909 were as low as could then be assessed 
without definite danger of an excessive volume of importations and 
the consequent curtailment of the industry here and loss of employ- 
ment to American labor. In view, however, of the fact that prices 
of commodities in general have advanced heavily and with the cer- 
tainty that these advances will in large part be maintained for a 
considerable number of years, because of the very excessive burdm 
of taxation now existing and for some time sure to exist, and in 
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view of the further fact that it is desirable from the standpoint of 
revenue as well as the safeguarding of the industry itself, it is 
recommended that the following rates of duty^ per dozen be assessed 
on files : 

Oronp No. 1, files Zk inches in length and under $0.40 

Group No. 2, files over 2^ inches and under 4| inches in length . 75 

Oroup No. 3, files over 4^ inches and under 7 inches in length 1.00 

Group No. 4, files 7 inches In length and over 1. 20 

The above rates of duty are as low as should be included in the 
proposed tariff law when conditions of the industry both in this 
country and abroad are considered. 

The principal file-producing countries of the world outside of the 
United States are England, Germany, France, Sweden, Switzerland, 
Austriaj and Japan. Within the past three or four years very ex- 
tensive mcreases have been made in the file-producing establishments 
in England and a vast amoimt of new and additional capital has 
been invested in the file industry there. One such concern recently 
incorporated had a capital of £2,000,000. Another manufacturer of 
iron and steel products, the largest in England, has very recently 
engaged in the manufacture of files, with the announced determina- 
tion of intensively seeldng an outlet for their product in all mar- 
kets. It is inevitable that these file makers will strongly compete 
with domestic manufacturers here for the markets of the United 
States. While rates of wages paid to file operatives in England have 
advanced heavily during the war, they are to-day very much lower 
than the average wages paid for the same class of operatives in this 
country. 

Some very extensive file-manufacturing establishments have been 
developed in Sweden, and these are also keenly competitive for the 
markets of the world. As to the actual rates of wages paid in these 
factories, there is no specific data, but a comparison of average rates 
of wages in Sweden and in the United States shows that operatives 
here in the same general classes receive a remuneration from 66§ to 
130 per cent more than the same character of employment receives in 
Sweden. 

Within the present year we have seen actual quotations in the 
hands of New York distributors quoting files made in Austria laid 
down in New York duty paid at fully 20 per cent lower than the 
lowest price now being quoted by American makers to the largest 
distributing trade. 

In Japan there are at least two fully equipped file factories in active 
operation. It is from that source where rates of wages are only a 
very small fraction of the wages paid in this country that we must 
look for some very serious competition in years to come. It is without 
question that the ingenuity and perseverance of Japanese mechanics 
will produce, in any line of manufacture to which they may devote 
their attention, a?i article that will compare favorably in quality with 
the same article produced in other countries, and with their exceed- 
ingly small labor cost this material can be sent into this country in 
tremendous volume unless adequate preventives in the form of rates 
of duty are assessed against such importations. 

For the reasons above given this company recommends the adop- 
tion of rates of duty applying to files that will conform with the 
schedule herein suggested. 



Digitized by 



Google 



1982 TABIFF HEARINGS. 

Senator Watson. What is a float t 

Mr. Pond. A float is simply a term applied to one kind of a file. 
It is a technical term. 

Senator Watson. It says here " Files, file blanks, rasps, and floats.'^ 

Mr. Pond. A float is really and simply a file that has one course or 
row of teeth crossing it, called a " float file." 

The Chairman. Is that all you desire to say? 

Mr. Pond. Two other largest makers, the Henry Disston & Sons 
Co. and the McCaffrey File Col, of Philadelphia, have both indorsed 
our brief in writing to the Ways and Means Committee. 

BBISr or WALLACE L. POVD, BEPBISEVTIVO HI0H0L80V FILE 00., PBOYI- 

DEVOB, B. L 

The undersigned, the Nicholson FUe Co., of Providence, R. I., being manufac- 
turers in the United States of flies and rasps (hereinafter included in the gen- 
eral term of files), respectfully suggest the importance of a careful consideration 
by your committee of an increase in the rates of duty on their product over the 
rates provided in House bill 7456, and submit for your consideration the follow- 
ing facts to reasonably Justify their request : 

There are in the United States some 25 to 80 makers* of madiine-cut files, 
with plants located in Illinois, Indiana, Massachusetts, Michigan, New Jersey, 
New York, Ohio, Pennsylvania, Rhode Island, and Wisconsin, employing when 
in full operation approximately 9,000 hands, besides from 80 to 40 smaller con- 
cerns scattered throughout the country. 

There exists and has always existed between the file makers of this country 
actual and active competition of the keenest kind. These file makers are — at 
least in so tSLV as this company is or has been concerned or is aware — entirdy 
independent of each other in the conduct of their business, with no trade agree- 
ments or relations of any character, either directly or indirectly, affecting their 
affairs. 

THE MANXTFACTURE OF FILES. 

The manufacture of files is a complex process, and one which can be under- 
taken successfully only by workmen long skilled in the industry. Each file, 
from the time it is cut from a bar of specially rolled steel until the time when 
it Is placed in our finished stock ready for shipment, must pass through from 
20 to 26 processes or operations and must be handled from 75 to 00 times. 

The making of files is not in any sense of the word an automatic process. 
While machinery is used to perform the principal operations, each machine 
requires one and in many cases two attendants, and in the great majority of 
cases the operation includes only one file at a time. 

No less than 6,000 varieties of flies are rejoilarly made by this company. 
Every one of these flies Is a fine-edged tool, and after passing .the cut statue 
is a very delicate tool and easily ruined or damaged if not handled with the 
utmost care. 

In this industry only skilled workmen, together with a small nural)er of 
helpers and laborers, are employed. This skilled class of labor, having been 
trained for many months before becoming proflcient, is invaluable to the 
industry and commands extremely good wages, wages far in excess of those 
paid in any other country in the world for the same class of labor. 

In the manufacture of flies the percentage of labor cost is very high, in 
many cases as high as from 80 to 90 per cent of the total cost. 

We present herewith (marked " Exh bit A") a 2-inch round flle. In pro- 
ducing these flies 1 pound of steel costing 88 cents will make 83 dozen flies 
having a net value of $144.89. The labor expende<l on this pound of steel 
enhances its value 381 times. 

We also present herewith (marked "Exhibit B") a 51-irich needle flle. One 
pound of thts steel, costing 25 cents, will make 8 dozen flies having a net 
value of $13.99, the labor enhancing the value of the steel 52 times. 

We also present herewith (mnrketl "Exhibit B") a 5i-lnch needle flle. One 
pound of this steel, costing 25 cents, will make 8 dozen flies having a net 
94| cents for the dozen flies. These flies have a net value of $4,92 per dozen, 
the labor enhancing the value of the steel flve and two-tenths times. 

A casual examination of the samples shown will, we believe, demonstrate 
the reason for the great percentoge of labor cost in the cost of any flnfshed file. 
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Prior to the year 1915 the Nicholson File Ck>. had made no advance in the 
• price of any of their products for a period of upward of 15 years, but had 
year by year constantly and continuously reduced their prices in competition 
with other file makers, these reductions in price having been effected during 
that time In spite of the fact that manufacturing costs within the same period 
had greatly increased, due to advances in rates of wages paid, cost of material, 
fuel, and supplies, and also due to large increases in fixed charges through 
reductions in operating time enforced by State legislation. Since the year 
1915 the selling prices of the products of the Nicholson File Co. have increased 
an average of 113 per cent Chi March 1 of this year these prices were reduced 
an average of approximately 15 per cent and a further reduction of about 
the same amount was made effective July 1. It Is a gratify ng fact that while 
the selling prices of numerous other articles manufactured from steel as a 
base and in which the cost of labor does not carry as high a percentage as 
It does in the cost of files have increased in the last six years anywhere from 
200 per cent to 300 per cent files advanced only 113 per cent It may also 
be noted that advances in prices made by this company for their product have 
been materially less than advances In prices that have been made by several 
other file manufacturers. 

During the World War in order that the demands of the Allies and of our own 
Government might be met in the fullest manner and with the utmost of prompt- 
ness, the Nicholson File Go. made extensive additions to their manufacturing 
facilities. If these manufacturing facilities are to be steadily and continuously 
employed, it is essential that the duty on files shall be placed at such a figure 
as not to materially permit of any increased importation in volume. Ex- 
perience for the 10 years prior to the year 1914 shows that files were im- 
ported on a basis of approximately 70,000 dozen per annum. Immediately 
following the enactment of the UndeiwoodSimmons tariff law the volume 
materially increased, reaching a total during the year ending June 30, 1914, 
of 121,786 dozens. This increase was directly due to the reduction in the 
rate of duty made under the new law, and although the volume of the im- 
portations increased nearly twofold, the amount of duty collected was one- 
third less than the average duty collected per year for the preceding 10 
years. The fact that importations of files increased nearly 100 per cent in 
volume during the first year of the operation of the Underwood-Simmons tariff 
law, when the law was actually in effect for only a portion of that year, is 
sufiicient to demonstrate that had the war not intei-vened importations of 
files in succeeding years would have been vastly increased and to a point 
that would have caused a very material curtailment in the operation of file 
factories In this country. It is certain that in average years there will be ap- 
proximately the same volume imported as occurred during the 10-year period 
prior to the year 1914, and there will be a distinct advantage In the matter 
of revenue from the enactment of a law carrying the increases in the rates of 
duty under this schedule that will hereinafter be suggested. 

For over 35 years prior to the enactment of the Underwood-Simmons tariff 
law the. duty on files had been specific. The specific duty is preferable be- 
cause the actual duty is a fixed and certain amount based upon the quantity 
of the goods actually Imported and is not subject to the vagaries and fluctua- 
tions of foreign market values nor t(» fluctuations in value of exchange. Under 
a specific duty there would be no incentive for foreign file makers to under- 
value invoices of files for the purpose of securing their entry into the United 
States at a low duty cost Undervaluation of invoices covering files would be 
exceedingly difficult to detect because of the fact that files of various grades 
and quality are so nearly alike in appearance that their difference could not 
be detected except by a file expert This is well Illustrated by the three samples 
herewith submitted (marked "Exhibit D"). For these reasons this company 
strongly recommends specific rates of duty rather than ad valorem rates. 

In every tariff law for the past 35 years prior to the enactment of the act of 
1913 files were classified according to size and a graduated duty assessed under 
the different classifications. Under the tariff act of 1897, and again under the 
tariff act of 1909, files were In four groups, 1. e., No. 1. Files 2i inches In length 
and under. No. 2. Files over 21 inches and under 4^ inches in length. No. 3, 
Files over 4| Inches and under 7 inches in length. No. 4. Files 7 Inches in 
length and over. 

This company is convinced after a careful sUidy of the entire question 
through an experience covering many years that under usual conditions of the 
industry in this country and in the principal file-producing countries abroad 
the rates of duty given to this paragraph In the tariff act of 1900 were as low 
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as could then be asseBsed without definite danger of an excessive volume of 
importations and the consequent curtailment of the industry here and loss 
of employment to American labor. In view, however, of the fact that prices 
of commodities in general have advanced heavily, and with the certainty that 
these advances will in large part be maintained for a considerable number of 
years because of the very excessive burden of taxation now existing and for 
some time sure to exist, and in view of the further fact that It is desirable from 
the standpoint of revenue as well as the safeguarding of the industry itself, 
it is recommended that the following rates of duty be assessed on files : 

♦ Per dozen. 

Group No. 1. Files 24 inches In length and under $p. 40 

Group No. 2. JPiles over 24 inches and under 44 Inches in length . 75 

Group No. 3. Files over 44 Inches and under 7 inches in length 1. 00 

Group No. 4. Files 7 inches in length and over 1. 20 

The above rates of duty are as low as should be Included in the proposed 
tariff law when conditions of the industry both in this country and abroad 
are considered. 

The principal file-producing countries of the world outside of the United 
States are England, Germany, France, Sweden, Switzerland, Austria, and 
Japan. Within the past three or four years very extensive increases have 
been made in Uie file-producing establishments in England and a va.st amount 
of new and additional capital has been invested in the file industry there. 
One such concern recently incorporated has a capital of £2,000,000. An- 
other manufacturer of iron and steel products, the largest in England, has 
very recently engaged in the manufacture of files, with the announced deter- 
mination of intensively seeking an outlet for their product in all markets. 
It is inevitable that these file makers will strongly compete with domestic 
manufacturers here for the markets of the United States. While rates of 
wages paid to file operatives in England have advanced heavily during the 
war, they are to-day very much lower than the average wages paid for the 
same class of operatives in this country. 

Some very extensive file-manufacturing establishments have been developed 
in Sweden, and these are also keenly competitive for the markets of the world. 
As to the actual rates of wages paid In these factories, there is no specific data, 
but a comparison of average rates of wages In Sweden and in the United 
States shows that operatives here in the same general classes receive a remu- 
neration from 66f per cent to 130 per cent more than the same character of 
employment receives in Sweden. 

Within the present year we have seen actual quotations in the hands of New 
York distributors quoting files made in Austria laid down in New York duty 
paid at fully 20 per cent lower than the lowest price now being quoted by 
American makers to the largest distributing trade. 

In Japan there are at least two fully equipped file factories in active 
operation. It is from that source, where rates of wages are only a vary small 
fraction of the wages paid in this country, that we must look for some very 
serious competition In years to come. It is without question that the ingenuity 
and perseverence of Japanese mechanics will produce in any line of munn- 
facture to which they may devote their attention an article that will compare 
favorably In quality with the same article produced in other countries, and 
with their exceedingly small labor cost this material can be sent into this 
country In tremendous volume unless adequate preventatives In the form of 
rates of duty are assessed against such importations. 

For the i*easoris above given this company recommends the adoption of rates 
of duty applying to files that will conform with the schedule herein sug- 
gested. 

SHOTGTTNS, BIPIES, AITO ATTTOMATIC PISTOLS. 

[Parajrraphs 305 nnd 306.] 

STATEMENT OF E. P. GEBHARD, REPRESENTING THE MII#PORI> 

CO., MTT.FORD, DEI*. 

We respectfully submit for your kind consideration the following suggestions 
and comments respecting the contemplated changes to be made in the present 
tariff law covering shotguns, rifies, and automatic pistols, as reported in para- 
graphs 365 and 366 of the Fordney Act : 
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Paragraph 865 says that the present duty of 30 p^ cent is to be retained on 
guns and rifles. In addition there is to be added to each gun or rifle, according 
to its value, a further sum of from $1.50 to $10. 

Paragraph 866 says Uiat there is to be a duty of 25 per cent on automatic 
pistols, and in addition there is also added the sum of $1.25 to $8.60 on each 
pistol, according to its value. 

In addition to the above, the values of the imported articles are to be deter- 
mined by the wholesale selling prices ruling in our country on similar goods. 

To our mind, none of the above ctianges should be made if it is the intention 
of Congress to protect the American people against the already overprotected 
half dozen or so manufacturers of flrearms in this country and the very few 
hundreds of laborers employed in said factories, who are also overprotected. 

The present duty of 85 per cent under the Underwood law is more than ample 
to protect both manufacturer and laborer, as is shown by the fact that foreign- 
made guns and rifles are almost entirely off the American market to-day. And 
for this reason we think, the duty of 85 per cent should be reduced if we are to 
have any competition at all. The few American manufacturers have the field 
to themselves to-day and require absolutely no further protection at the hands 
of Congress. 

The manufacturers of firearms in this country are the best-protected, most 
prosperous, and richest manufacturers of such goods in the world. Where has 
one ever failed? They rolled in wealth before the war, coined money during 
the war, and now they ask you to further protect them by putting up a tariff 
wall that will absolutely prevent a foreign-made gun coming Into our country. 
They are far behind their orders, can not fill an order for 50 guns for delivery 
this coming hunting season, so we have been told by a leading manufacturer. 

Where will you find any foreign-made guns in this country to-day? You can 
not find them, for there are none. 

Where Will you find any foreign-made guns on the other side? You can not 
find them, for there are none. 

Where will you find all this stuff that you hear so much about that is to be 
dumped into this country? Many have been looking for it, but no one has been 
able to locate the stuff at last accounts. 

Go into the large wholesale or retail sporting goods stores in New York City 
and see how many foreign-made guns you can find on sale or how soon they 
think they can get just one gun across the pond for you. 

Not many years ago you found listed in the great catalogues of the whole- 
sale hardware houses, also in the catalogues of the large wholesale and retail 
sporting-goods houses, guns of foreign make. Where will you find to-day for- 
^gn-made guns listed in any catalogues? 

That the American firearms manufacturers have anything to fear from for- 
eign competition is simply rot, for the whole trade in guns to-^ay in this coun- 
try Is in the hhnds of the American makers. I am speaking of shotguns and 
rifles. There have been some foreign-made pistols sold, but after you consider 
what these contemplated tariff changes will do to the foreign-made pistol you 
will see what a slim chance one of them has of getting into this country should 
you adopt these changes. 

The claim is made that these changes will not increase the cost to the con- 
sumer. Let us consider the facts as they are under the old and new schedules. 

Under the present tariff a foreign-made gun invoiced at $50 is taxed 35 per 
cent duty, or $17.50. Package charge, freight, etc., stands the importer, say, 
5 per cent, or $2.50. Importer's profit, 10 per cent, is $7 ; war tax, 10 per cent 
more, $7.70 ; total cost to wholesaler, $84.70. Add to this the wholesaler's profit 
of 25 per cent, and you have the wholesaler's price to the retailer of $105.77. 
The latter's profit of 25 per cent makes the consumer's price of $132.21. 

Now, let us consider what happens to this same gun under the Fordney Act 
The appraiser puts it in the same grade with Parker Bros, grade No. O. H. E., 
the wholesale price of which is $112.38. Add to this 35 per cent duty, also the 
extra $10 duty, and you have with the 5 per cent freight, package, etc., charge 
a total of $101.83. Then add the importers profit of 10 per cent and also the 
war tax and you have a total of $123.21. To this add the wholesaler's profit 
of 25 per cent and we have the wholesaler's price to the retailer of $154.01. 
Add the latter's profit of 25 per cent and you have the consumer's price of 
$1:92.51, instead of $132.21, as per the figures imder the present tariff. Tlie com- 
parison made above with the Parker grade No. G. H. E. is very conservative, 
for they used to sell this Parker grade for around $50 before the prices soared 
to the present absurd wholesale price of $112.38. 
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Now, let us consider the facts as regards the pistol under the two schedules. 
The manufacturer on the other side charges the importer, say, $9 for a 32- 
caliber automatic pistol. The duty under the present tariff Is 39 per cent, or 
$3JL5. The importer adds 5 per cent for freight, package charge* etc., also war 
tax, and 10 per cent profit, and you have a total cost to the wholesaler of $15.19. 
The latter adds his profit of 25 per cent, and you have the retailer's cost of 
$18.98. The latter adds his profit and you have the consumer's price of $23.72. 
Now, what happens to this same pistol under the Fordney Act? 
The appraiser puts it into the same class with the Ck)lt 32 caliber, the whole- 
sale price of which is $19.60 for 23 ounces of ^eel made by machinery into a 
pistol that can not possibly cost the manufacturer more thai $6. The importer 
adds to his invoice price of $9, 25 per cent duty, also the extra duty of 
$3.50. He further adds 5 per cent for freight, package charge, etc., 10 per cent 
profit, and 10 per cent war tax, and we have the price to the wholesaler at 
$21.54. The latt^ adds his profit and you have the wholesaler's price to the 
retailer at $26.92. The retailer adds his profit and you have the consumer's 
price of $33.65, instead of $23.72, under the present tariff. 

And they would have the American people believe that they are not increas- 
ing the cost to the consumers by this Fordney Act. And they would have 
them believe that it does not put the importer out of business, nor enable 
our manufacturers to still further gouge the poor overburdened buying public, 
who are now and have been crying out to this very Congress for protection 
and relief from the profiteering prices that still rule in so many instances, 
especially is this true of the prices of the firearm manufacturers that rule 
to-day as will be seen in the list of wholesale prices of the guns produced by 
the few factories in our country. Examine these prices and ask yourselves 
what justification these manufacturers had in further advancing their prices 
only last year. Can you conceive of a worse case of profiteering outside of the 
one just discovered where they are selling coffins to the people of this country 
that cost $30 for $600. 

Much has been said about the low value of foreign exchange, etc., and that 
for this reason the American valuation clause in the Fordney Act is necessary. 
The truth about this is that you seem to overlook the fact that the foreign manu- 
facturer has made up for the low value of his money by asking much more 
for his goods, for instance, we have a gun in mind that before the war when the 
German mark was at par, the cost of this gun to the importer was 100 marks, 
or $23.80 in our money; to-day this same gun costs 1,750 marks, figured at, say, 
li cents per mark amounts to $26.25, and therefore the duty is as much if not 
more. 

Much has been said about protecting American labor, but it must be borne in 
mind that American-made guns and pistols are machine made, and that the 
question of labor cuts very little figure. They are made interchangeable, all by 
machinery. You break a spring while hunting in the field and you send 85 
cents to the manufacturer and he mails to you a new one, which you can put 
in yourself. The average weight of a shotgun is around 7 pounds. We refer 
to a double-barrel gun. Figure this weight at almost any fanciful price per 
pound and you can not help but realize what an enormous profit there must be 
In the turning out of machine-made guns. As an example, let us consider the 
wholesale price of the cheapest Parker gun made. We refer to their Trojan 
grade, which the wholesaler sells to the retailer at $48.95. Divide this sum 
by 7 and you have a cost of almost $7 a pound for the very cheapest machine- 
made gun turned out by the Parker Co. The highest possible cost of this gun 
to the manufacturers can not be over $12.50 to $15, for they sold it themselves 
at one time for $17.50 and the wholesaler sold it at $22.75. 

Under the American valuation plan you select the ruling wholesale prices 
upon which the comparison of values are made. This we consider entirely 
wrong. The comparison should be made with the manufacturer's selling prices. 
The importer, to our way of thinking, is in the same position as the manufac- 
turer; they both sell their product to the wholesaler. Why should the im- 
porter suffer still more by having the comparison made with the value of whole- 
saler, which has included the wholesaler's profit if the importer sold his goods 
to the retailer? Then we can see the object of making the comparison of 
value based upon the wholesale price. 

Then the ruling wholesale gun and pistol prices to-day in the American market 
are profiteering prices and not fair values. Please compare the various prices 
in the schedule given herein and you will see what an unfair proposition this 
would be to the American people if such a basis were adopted. Why not select 
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some prior year when prices were somewhere near normal ; say, select the year 
1915 as a basis to start with; better still, let the manufacturers show their 
costs to the Government and then agree on a fair basis that will be satisfactory 
both to the manufacturer and the buying public. 

The wholesaler should not be considered In any event, because by so doiiic: 
you force upon the public a middlemen's profit, which everyone is trying to do 
away with wherever possible. There was a time when the wholesaler was a 
necessary cog in the wheel of business, but that time is past, and no up-to-date 
retailer to-day thinks of buying from the wholesaler unless he is compelled to. 
He strives to buy at all times from the Importer or manufacturer direct and 
thereby save a profit which enables the retailer to sell cheaper to the con- 
sumer. The great success of the catalogue houses is due largely to the fact that 
they buy direct and save the wholesaler's profit, which they in turn pass on to 
the consumer. 

Much has been said about the Government fixing prices. This American 
valuation clause may be the solution of..that problem to some extent. Let the 
basis be the manufacturer's prices and then the Government and the people 
will be able to spot who the gouging middlemen are. Let us get at the foun- 
tain head of prices. Make the buying power of the American dollar as near 
equal as possible in every State in the Union plus the difference in carrying 
charges from factory to retailer. This can be done by making it impossible for 
any manufacturer to have more than one selling price to everyone, no matter 
what State his customer may be located in. 

Our gun trade is mostly with farmers, their sons, and colored people. None 
of these can afford to buy guns at the prices asked to-day. The great majority 
of guns sold in this country is sold to the above class of trade. As a rule, 
they pay from $10 to $25 for a double-barrel hammerless shotgun. All of these 
priced guns are off the American market to-day. This class of guns came 
mostly from England and Belgium, so that in putting up a tariff wall to 
keep out foreign-made guns you are not hitting Germany as eN)me may think, 
but you are hitting two of our late allies. The changes contemplated in the 
Fordney Act will prove to be a hardship on our farmers, their sons, as well 
as the colored people by depriving them from the little pleasure they get 
out of a day's hunt now and then. The farmer's son who craves the ownership of 
a cheap single-barrel gun from the time that he is able to tote a gun used to be 
able to buy these at $3.50. Now this same gun costs him around $12. We used to 
buy this same gun at $2.75. Now the wholesaler asks $9.65. The gun we used to 
sell the farmer for his own use at $22 we must get now $60. Parker Bros. 
Trojan grade gun was sold to the farmer at $25 and even less. Now we must 
get from the farmer $60 for the same gun, and when these reasonable prices 
ruled the manufactureres were not in business for their health. 

There was a time years ago when the full dinner pail and protection to 
American industries cut some figure, but that time is past The American 
people are in no mood to listen at this time about protecting either manufac- 
turers or laborers. They have had quite enough of this during the past few 
years. They ate crying out from all sections of our country to this Congress 
for protection from both profiteering manufacturers and laborers. Business 
is at a standstill because of the unreasonable demands of both. The manufac- 
turer claims he can not reduce his prices because of the unjust demands of 
labor, and, on the other hand, labor claims they can not live because of the 
unreasonable prices of the manufacturer. Both statements no doubt are true. 
Then why make matters worse with this Fordney Act, which undoubtedly will 
enable the manufacturer to keep up his prices and even increase them if he 
so desires. 

The writer has always voted a Republican ticket, but had the Fordney Act 
been the issue on election day last November instead of the League of Nations 
and the favoritism shown labor by the last administration, myself as well as 
millions of other Republican voters would undoubtedly have voted against our 
party. Let that verdict on last election be a warning. Pass this Fordney Act 
and deny relief to the overburdened taxpayers of our country who are so 
earnestly asking relief from the high prices that rule to-day, and which have put 
a stop to all business and you will witness a result at the coming elections that 
will make the 7,000,000 majority last November look small. I firmly believe 
tbat you will not permit this to happen by making the necessary changes in this 
tariff that will prove to be entirely satisfactory to masses Instead of only a few 
already overprotected manufacturers. 

81527— 22— SCH 3 ^26 



Digitized by 



Google 



1988 



TAEIFF HBABINGS. 



Comparative wholesale prices to the retail trade for double and single barrel 
shotguns and pistols, covering several years. 



Grade. 



Parker Bros.: 

Tn^n 

viH.VeJector! .'.'.*.* 

P.H.... 

P. H., ejector 

G.H... 

O.H., ejector 

D.H 

D.H., ejector 

c!h!,' ejector! !!".! 

B.H., ejector 

A. H., elector 

A.A.H.E 

A No. 1 special... 
Smith guns: 

Fidd 

Ideal 

Ideal, ejector 

Trap 

Trap, ejector 

Specialty 

Specialty, eje6tor. 

Eagle...... 

Eagle, ejector 

Sterlingworth guns: > 

1913 :. 

Ejector 

Fox guns: 



B. 

AE 

BE 

CE 

XE 

Ithaca guns: > 

Flrfd 

IS 

I 

J*::::::::: 



1915 



Manhattan hammerless No. 2 $13. 00 

Stevens hammerless: 

No.335 13.50 

No.345 13.50 

Knickerbocker hammerless No. 6 . 1 1 . 00 

Davis hanunerless No. DS 11.75 

Riverside hammerless No. 315 10. 25 

Riverside hammer No. 215 7. 75 

Davis hammer No. DS 8.60 

American Gun Co., hammer guns: 

No.O 8.25 

No.28 9.50 

No.44 9.50 

Harrington & Richardson single- 
barrel guns, no ejector 3.25 

With ejector 3.60 

Marlin-Stevens and Winchester 
and Remington pump guns, 
regulation standard grade: 

Winchester 19.25 

Remington 19. 75 

Stevens 18.00 

Marlin 19.00 

Automatic pistols: ' 

Colt, .32 caliber , 13.00 

Colt, .38 caliber ' 13.60 

Colt, .45 caliber (Government), 18. 50 

Savage, .32 caliber 12.50 

Savage, .38 caliber I 13. 00 

Smith <St Wesson, .35 caUber..* 14.00 
Revolvers: 
Colt— 

Newservloe \ 14.00 

New service target i 23.00 



1015 



122.75 
33.75 
5a 62 
48.87 
60.75 
54.00 
7a 87 
67.50 
84.38 
101.25 
118.13 



I2L36 
31.85 
41.45 
46.45 
56.00 
54.20 
63.75 

loaoo 

IILOO 

21.00 
27.00 

31.00 
43.00 
37.00 
49.00 
61.50 
82.00 

16.50 
19.00 
2L35 
26.50 
36.45 
42.53 



1918 



133.00 

45.00 

61.88 

58.50 

75.38 

72.00 

88.88 

95.63 

112.50 

113.63 

148.50 



1919 



$39.93 
51.72 
71.13 
67.25 
86.64 
82.76 
102.16 
109.93 
129.32 



17a 70 



$33.50 
4L70 
5a 50 
59.60 
7a 70 
71.20 
82.00 
128L50 
139.06 

28.00 
34.26 

37.20 
51.60 
44.40 
5&80 I 
73.80 
96.40 I 

27.63 ; 



$4a54 
5a 49 
61.05 
72.05 
85.53 
86.13 
99.22 
15&49 
168.30 

35.25 
42.30 

42.60 
56.15 
6a 37 
63.84 
8a 00 
106.15 

33.83 



31.88 
3a 13 I 

42.60 ; 

59.50 I 



3a 20 



51.00 
68.00 



1920 



$44.50 
57.66 
77.40 
73.30 
94.44 
9a 21 
111.36 
lia83 
14a 96 



186.08 ; 



$45.50 
5a 10 
67.76 
75.00 
87.20 
9a 63 

103.76 



4a 06 
5a 77 



57.43 



68.15 



98.20 
15a 65 



38.07 



4a 54 



S5.00 
71.92 



1921 



$35.97 

27.50 
31.00 
24.00 
26.50 
25.00 
20.00 
24.76 

19.75 
22.00 
22.00 

9.65 

laoo 



40.68 
46.58 
41.25 



ia60 
19.60 
33.75 
19.25 
2a 50 
28.80 



aaso 

49.00 



Re vol vers— Continued . 
Colt— Continaed. 

Army special 

OflBcer's model target 

Pocket positive 

Police positive 

Police positive special 

Police positive target T — 

Single-action Army 

Smith 6i Wesson: 

Safety hammerless .32 caliber. 
Safety hammerless .38 caliber. 

Hand ejector .22 caliber 

Hand ejector model 1903, .32 

caliber 

Hand ejector military and 
poHce ihodel 1902, .38 caU- 

ber 

Hand ejector military and 
police model 1905, .32 and 

.38 caliber 

Hand ejector model 1908, .44 

caliber 

Tver Johnson: 

.22, .32, and .38 caliber 

Automatic (hammer) 

Automatic (hammerless) 

Harrington & Richardson: 

Hammer auto 

Police auto 

Police premier auto 

Hammer bicycle auto 

Hammerless auto 



$13.00 
laoo 

11.00 
12.00 
12.00 
13.00 
13.00 

11.75 
12.78 
11.50 

12.78 



13.60 



13.60 

15.20 

1.60 
4.00 
4.50 

2.60 
2.60 
2.60 
2.60 
3.10 



$48.95 
6a 85 
81.62 
75.98 
95i30 
91.04 
112.38 
12a 92 
142.25 



187.77 
302.00 

4iaoo 
eiaoo 

725.00 

$4a20 
57.03 
6a 75 
75.90 
88.22 
9L72 
106.05 
158.13 
17a 78 

46.75 
57.64 

58.30 



6a 19 



99.55 
152.90 



38.07 



4a 54 



55.00 
7L90 



1915 1921 



$27.25 
38 in 
24. or 
24.ol> 
25.60 
28.25 
29.40 

22.80 
24.40 



24.40 

27.25 

27.60 

31.20 

4.25 
9.65 

laso 

7.50 
7.50 
7.50 
7.50 
&25 



I 1913, $19; ejector, f26. 



■ Ejector extra on each grade, $8.rt. 
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Prices paid for various items during years 1913-1917, 

Finch. 

Single-barrel guns, 12-gauge $2.75 

Field grade Smith gun 27.50 

Sterlingworth gun 19.00 

Stevens gun, No. 235 10.00 

WATCH MOVEMENTS, WATCHCASES, AND PABTS. 

[Paragraph 367.] 

STATEMENT OF EMIL N. ZOLLA, BEPBESENTINa AHBBIOAN WATOH 
IMPOBTEBS AND ALLIED DOMESTIC INDUSTBIES, NEW YOBK 
CITY. 

Mr. ZoLLA. My name is Emil N. Zolla. I am general manager of 
the Helbein Stone Co. I represent the watch importers of this 
country and several allied domestic industries. 

This is our first day in court. I say that for the reason that we 
had no hearing before the Committee on Ways and Means of the 
House. When the metal schedule was up for hearing, imder which 
watches have always come, the American manufacturers did not 
appear, and we, being satisfied with the present tariff bill, made na 
attempt to get a hearing. Later on, imder the simdry schedule, 
about a month later, the American watch manufacturers had a hear- 
ing without any notice to us. We did not know of it imtil after it 
was all over. 

Although we are representing importers, we are not asking for a 
low tariflf. We are asking for a tariff that approximates the rate 
under the old Payne-Aldrich bill. 

Senator Simmon's. You do not mean to say that the rates in the 
Fordney bill are higher than those in the Payne-Aldrich bill, do you ? 

Mr. Zolla. In this particular case they are, Senator. I will com- 
pare them for you. 

Senator Smoot. They are 70 instead of 75; $1.85 instead of $2. 

Mr. Zolla. In the Fordney bill the rates on watch movements, 
whether imported in case or otherwise, or knocked down for reas- 
sembling, and having less than seven jewels, are 75 cents each. In 
the Payne-Aldrich bill they are 70 cents. That is what we are 
asking for. 

Senator Simmons. How much does the American valuation plan 
change that statement ? 

Mr. Zolla. That is pretty hard to saj on watches, as it is almost 
impossible imder the American valuation plan, on account of the 
different grades of watches, different makes. 

Senator Smoot. You have all those different grades and makes 
to-day? 

Mr. Zolla. It is a specific rate. 

Senator Smoot. It aoes not make any difference. You want the 
Payne-Aldrich rates ? 

Mr. Zolla. Yes; with the exception of certain provisions of the 
bill, such as the stamping provision. 

Senator Smoot. In the Fordney bill ? 
, Mr. Zolla. The Payne-Aldrich bill is partly specific and partly 
ad valorem, and what we are trying to do is to have them all specific, 
and we have tried to measure it down to specific rates as it would 
have been under the Payne-Aldrich bill. 
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Senator Smoot. I thought in the Payne-Aldrich bill we had the 
importers and American manufacturers as nearly together on the 
watch-movement paragraph as any section of the whole bill. 

Mr. ZoLLA. I do not know; I can not speak on that schedule. 

Senator Smoot. I was here at that time. 

Mr. ZoLLA. The Payne-Aldrich bill is entirely satisfactory, or would 
be except that it has 17-jewel watches at $1.25 each and 25 per 
cent ad valorem. We have tried to reduce that to a specific rate. 

Senator La Follette. The American valuation would change that, 
would it not? 

Mr. ZoLLA. Yes; it would run it up. We have tried to reduce that 
to a specific rate, and we have got the 17 jewels, instead of $1.25 and 
25 per cent ad valorem, at $2.50 each. 

We have made several changes in the classifications. For instance, 
the Fordney bill has watchcases classified with watch materials. A 
watchcase is a finished article. The cost of labor has gone into the 
case, and there is nothing left to be done except to slip the movement 
in with a few case screws. ITiere is no reason why they should be 
classified amon^ watch materials. We have set that out as a separate 
article by itself and put a duty of 20 per cent on it. 

Senator Smoot. TTie Payne-Aldrich duty was 40 per cent ? 

Mr. ZoLLA. Yes, sir. 

Senator Smoot. You want 20 per cent? 

Mr. ZoLLA. I will get to that. 

Senator Simmons. What is the Fordney rate ? 

Mr. ZoLLA. This whole classification has always been sort of hodge- 
podge. In one bill chronometers would be among materials, and in 
anomer bill they would be classified among watches. What we arfe try- 
ing to do now IS to get them classified on a logical basis. We have 
put down the rate to 20 per cent, for the reason that there are no im- 
portations of watchcases to speak of. The importations of watch- 
cases have dropped from about $58,000 in 1913 to some $5,000 in 1919 
or 1920. 

Senator Smoot. You want them classified the same as they are in 
the Payne-Aldrich bill ? 

Mr. ZoLLA. We want watchcases excluded from watch parts. 

Senator Smoot. We have that in the Payne-Aldrich bill. 

Mr. ZoLLA. In the Payne-Aldrich bill they have it "watchcases 
and parts of watches." 

Senator Smoot. Yes. 

Mr. ZoLLA. We contend it is not a part of a watch and does not 
belong there. 

Senator Smoot. It also has "chronometers, box and ship, and parts 
thereof." 

Mr. ZoLLA. That refers to chronometers. 

Senator Smoot. Yes; I know that. 

Mr. ZoLLA. I will get to that later, if you will permit me. 

Senator Smoot. I tried to follow it so I could make my copy of the 
bill correspond, but you may go on. 

Senator Simmons. Do you contend there should be different rates 
upon watchcases and parts of watches ? 

Mr. ZoLLA. What I contend is that watchcases do not bdong among^ 
watch materials. 
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Senator Sihmons. You would not be damaged by reason of that 
fact, unless you wanted a definite rate as between those two things. 

Mr. ZoLLA. That is exactly what we want. We want a definite 
rate between watchcases and materials, and for that reason we want 
them classified separately. 

Chronometers, dox or ship. I have a chronometer which you caii 
see for yourselves, one of the high-grade precision watches. There is 
no logical reason why a chronometer should be put among watch 
parts. 

Another thing about a chronometer, I think there is only one 
American factory that manufactures it. That is the Waltham 
people. There is very little or no competition. 

We have classified it in the same ratmjg as watches over 17 jewels, 
the highest classification the Payne-Aldnch bill had, $5 on each chro- 
nometer boxed or shipped. 

Senator Smoot. How many jewels do they generally have ? 

Mr. ZoLLA. I could not answer that. They vary the same as 
watches do. 

Senator Smoot. Then they should get the same classification. 

Mr. ZoLLA. In the Payne-Aldrich bifl the highest rate is on watches 
over 17 jewels. 

Senator Smoot. I know, but you do not want to put a 7-jewel 
chronometer in a 1 7-jewel watch. 

Mr. ZoLLA. Chronometers don't go less than 17 lewels. 

Senator Smoot. I asked you that question, and you said you did 
not know. 

Mr. ZoLLA. I did not imderstand you. There are some that are 
19 and 21 jewels. They go no less than 17 jewels. 

Senator Smoot. TTien that would be fair ? 

Mr. ZoLLA. Yes. They are high precision instruments. 
_ Now, we have put a 15 per cent ad valorem duty on watch mate- 
rials instead of 35 per cent, as provided in the Fordney bill, or 40 per 
cent, as provided in the Pajrne-Aldrich bill. Our reason for that is 
that these materials are not in competition with American manufac- 
tures, materials that are imported are used for imported watches, and 
by reducing the duty on them it simply means you make the cost of 
repairs to the consumer that much more reasonable. It affords 
sufficient for revenue purposes, and is in no way injurious to the Ameri- 
can industry, and there is no reason why there should be a higher rate 
of duty on such materials. 

The Payne-Aldrich bill, as well as the Fordney bill, has jewels and 
dials imder a separate classification, with a 10 per cent ad valorem 
dutj. We have put jewels and dials among watch parts, as they are 
indisputably parts of watches, with a 15 per cent ad valorem duty. 

Senator Smoot. You mean tliat is what you want ? 

Mr. ZoLLA. That is what we want. The bill, as passed by the 
House, makes no provision 

Senator Simmons (interposing). You want the duty on parts in- 
creased ? 

Mr. ZoLLA. No; watch parts are decreased, but the dials are 
increased, because we have classified them among watch parts. 
We are trying to get a lo^cal classification here, instead of having 
them in one dassiScation m one bill and in another classification in 
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another. We are trying to get it under a classification where it 
belongs. 

The bill makes no provision for what we call ''timers." That is 
a watch which is designed to time comparative rates of speed. 

Senator La Follettb. A stop watch ? 

Mr. ZoLLA. Yes. We have put in a duty of $1 each on them, for 
the reason that 90 per cent of them are used by the Government of 
the United States. 

Senator Smoot. Suppose I had a watch which could be used as a 
stop watch; would you only want $1 on it? 

Mr. ZoLLA. That watch could not be used for general purposes. 

Senator Smoot. I know of some of the most costly watches we 
have that are stop watches. 

Mr. ZoLLA. That stop watch takes it to the fraction of a second. 
This goes to the fraction of a second, which a pocket watch could 
not do. 

Senator Smoot. What I am thinking is that unless we specify- 
something more than a mere stop watdi, we will have the highest 
priced watches that come into this coimtry coming in at $1. 

Mr. ZoLLA. The exact wording of what we have is "Timers con- 
structed and designed to time comparative rates of speed." 

Senator Smoot. We will look at the wording of your brief. 

Mr. ZoLLA. That is the wording we have, "Timers constructed and 
designed to time comparative rates of speed, $1 each." As I said, 
90 per cent of them are used by the Government. 

Senator La Follette. This watch you showed as an exhibit is 
not an ordinary stop watch at all. It can be used for no other pur- 
pose than timing speed ? 

Mr. ZoLLA. Timing comparative rates of speed. 

Senator La Follette. It has but one hand. 

Mr. ZoLLA. Yes, sir; that is all it can be used for. 

Senator La Follette. But your description would include watches 
which could also have a stop attachment, while they do not mark 
speed in fractions of a second as that does. 

Mr. ZoLLA. They could not very well time comparative rates of 
speed. 

Senator La Follette. I do not beUeve your description is com- 
prehensive enough. It would include a watch with a stop attach- 
ment. 

Mr. ZoLLA. We have no objection to amending that. We have no 
objection to making that so rigid that there coulS not be any possible 
misconstruction of it. 

Senator La Follette. I think it would be fine for this committee 
to have a stop watch. 

Mr. ZoLLA. We have omitted from the bill all words or phrases 
or sentences pertaining to clocks, clock movements, or clock mate- 
rids. You will find that in the bill, "lever dock movements, watch 
and clock dials.'' That is taken care of in paragraph 368, which 
refers to clocks. It should not be in here at all. 

We have omitted any reference to position adjusUnents. The 
Fordney bill has made distinctions in what they call "position 
adjustments." They say "having 17 jewels and adjusted to tem- 
perature, $3.50 each; having 17 jewels and adjusted to three posi- 
tions, $4.75 each; having 17 jewels and adjusted to five positions, 
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S6.50 each." We have omitted any reference to position adjust- 
ment, for the reason that it does not mean anything. It is evidently 
attempted as a plausible reason to raise the duty from $2 on the 
15-jewel watch to $6.50 on the 17-jewel watch. What does posi- 
tion adjustment mean ? Every watch, in order to keep time at all, 
must be adjusted. 

I will read you exactly the language, as furnished by the Tariff 
Commission, by one of the American manufacturers: 

The watch is ready at this time to be put through the test for pofiition rating, and 
it is run for 24 hours with fche dial up, and a notation made of its rating in that posi- 
tion. The movement is then run with the dial down for 24 hoinrs, and its rating is 
taken as before. In the third test the watch is run for 24 hours with the pendant 
upright, and a record made of its performance in that position. 

If you take the same watch and adjust it to another angle of 55 
de^ees instead of 60 to the left, that would be the fourth j>osition; 
and if vou adjust it in the same degree to the right, that would be 
the fifth position. So that it gets down to a multitude of positions, 
all of which means that it is a precision instrument, which must be 
able to run and keep accurate time in any position in which it might 
be put while it is being carried. It has oeen commercialized as a 
scilmg proposition. They have made a distinction between the 
three and nve positions, purely as a selling proposition. 

Another feature that should be eliminated is that it is impossible 
of administration. No customs official, no customs duty man, could 
possibly tell by looking at a watch whether it was adjusted to the 
third or fifth position. He could not tell except by running it off 
in each position for 24 hours. 

Senator Smoot. I call your attention to the fact that your time 
has expired, and I am holding this stop watch. In relation to that, 
under the regulation that you have required, when a watch is 
imported into this coimtry the number has to be stamped on the 
watch? 

Mr. ZoLLA. Yes, sir. 

Senator Smoot. All of the importers know that. 

Mr. ZoLLA. The number of the adjustment ought to be stamped 
on the watch, but that was insisted upon by the American manu- 
facturers, and we have no objection to it. 

Senator Smoot. The same regulation will be applicable imder the 
passage of this bill. 

Mr. ZoLLA. That is the point. If you pass the bill as it was passed 
by the House 

Senator Smoot (interposing). I recognize that. 

Mr. ZoLLA. That is to us the most vicious part of the whole bill. 

Senator Smoot. My statement only referred to the administrative 
point that you were criticizing, not the increased duty that is provided 
for. 

Mr. ZoLLA. The administrative part, in the number, has made no 
difference, because there has been no difference in the rate of duty. 

Senator Smoot. I am aware of that. 

Mr. ZoLLA. If there is a difference in the rates, the administrative 
part will be impossible, because you could not tell by looking at it 
whether it was a third or a fifth position and what rate of duty must 
apply. 
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If jou will just give me a moment more, I have on this point a test 
made of a Waltham made by the Bureau of Standards, supposed to 
be adjusted to the five positions. On the first test it failea by one 
second in 24 hours in the first position, being slow one second. In the 
second position it was fast 6 seconds; in the third position it was fast 
17 J seconds; in the fourth position it was fast 12 seconds; in the fifth 
position it was fast 19 seconds. That does not mean the company 
did not turn out the watch as it represented it. It means it is impos- 
sible to have a standard test by which to examine these watches and 
test them accurately. 

There is no need, as I will show here, of some of these stamping 

f)rovisions. One feature of the present bill, which changes from the 
ast bill, is the stamping position, where tney ask us to stamp the 
number of jewels ana atflustments. The Fordney bill provides that 
we must stamp either in words or Arabic numer^; or, rather, it pro- 
vides it shall DC in words and Arabic numerals. The Fordnejr bill 
says both words and Arabic numerals. The present tariff says either 
in words or Arabic numerals. If we stamp in both words and Arabic 
numerals, we do not have suflBcient room, as you can see from the 
size of this watch. It is physically impossible, after stamping the 
name of the manufacturer, tne number of jewels and adjustments, 
the name of the country of origin, to stamp it in both words and 
Arabic numerals. 

Mr. Smoot. I think this is the same watch we had in 1909 when 
complaint was made that it read either in words or Arabic numerals. 

Mr. ZoLLA. I do not think that it is the same watch. The objec- 
tion in 1909 was exactly the same that it is now, that there is not 
suflBcient room there to do this stamping. That is whv the present 
tariff has the words "either in words or Arabic numerals'' instead of 
both. • 

Senator Smoot. I remember it very well. 

Senator La Follette. If it was true then, and was a good illus 
tration of the fault of the bill, it is true now and a good illustration ? 

Mr. ZoLLA. Yes, sir. 

Senator La Follbttb. The fact that it is the same watch does not 
disparage the illustration. 

Senator Smoot. Not at all. 

Mr. ZoLLA. I know it is not the same movement. It may have 
been one similar to that. 

There is one other thing I call attention to, and that is that the 
word ^^imadjusted," if it is not an adjusted watch, shall be stamped 
on the plate thereof. We can not understand why a negative repre- 
sentation of that kind should be required. The manufacturer should 
be held to strict accountabilitv of all aflBrmative representations, 
but there is no reason, I should say, if he does not claim otherwise, 
why he should be held to a negative representation. If a watch 
does not give the number of jewels, or does not state whether it is 
adjusted or not, that is not a misrepresentation. Here is a watch 
from the Elgin Watch Co. It has not the words " adjusted " or "un- 
adjusted " on it. We might iust as well say that a case manufacturer 
turning out gold-filled cases should be required to put on there "This 
is not solid gold" if it is plated. 

Senator Smoot. Your time has more than expired. 

Mr. ZoLLA. I wanted to show the importations. 
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Senator Smoot. Is that in the brief ? 
Mr. ZoLLA. Yes, sir. 

The brief filed by the American watch importers calls attention to 
the fact that the importations of watches increased tremendously, 
and infers that it was due to the fact that the Underwood tariff was 
too low. The mcrease was from $2,933,964 m 1916 to $4,975,901 
in 1917. This was the year we entered the war, as a consequence 
of which these large importations of men's wrist watches, conmionly 
called military watches, took place. This was increased in the year 
1918 to $8,274,853, and was due greatly to the fact that by that 
time we had increased our Army and Navy to almost 4,000,000 men. 
As against these figures, please note tliat the last year the act of 
1909, known as the rayne-Aldrich Act, was in operation, the year 
1914, watch imports amoimted to $2,669,200. During the first year 
of the act of 1913, or the year 1915, watch imports decreased to 
$2,301,323; and it was not imtil the year 1917, when we entered the 
World War, that there was any appreciable increase of watch imports 
over the last year under the act of 1909, and this was on accoimt of 
reasons above stated. 

The question is whether the American watch industry needs pro- 
tection. I will just go along hurriedly on that. 

In 1913 the American watch industry asked for exactly the same 
rates, claiming they must have them as a protection. Let us see if the 
facts and figures bear them out. 

According to Tariff Information Surveys on Watches and Clocks, 
prepared by the Tariff Commission in 1921, on page 51 thereof, in 1914 
there were 15 establishments engaged at that tune in the manufacture 
of watches. The value of their products then was $14,275,000. In a 
statement issued by E. F. Hartley, chief statistician on manufactures, 
of the Census Bureau, Department of Commerce, in 1919, there were 
stated to be 36 establishments. The value of their product then was 
$32,100,000. The net gain of the value of the products of the Amer- 
ican watch industry in the year 1919 over that of the year 1914, dur- 
ing which time the present tariff act was in existence, was the large 
sum of $17,825,000. 

Even the exports of American watches increased from $1,460,424 in 
1914 to $2,155,969 in 1920, and this in spite of the fact that there was 
an actual shortage of American watches and movements in this 
country. They fOmost doubled the sale of their merchandise in 
Europe and competed with European manufacturers without any tariff 
of any kind between them and the European manufacturers. 

As far back as 1914 the domestic consumption of watches and parts 
of watches was approximately $1,500,000 larger than the domestic 
production. That is from the United States Tariff Conunission 
reports. 

The Elgin National Watch Co., in the jear 1920, had a net earning 
of $1,293,203.36. The profits were equivalent to 19.74 per cent on 
$6,500,000 capital stock. 

The Waltham Watch Co., on March 31, 1919, had a net working 
capital of $6,049,022. On March 31, 1920, thev had a net working 
capital of $8,845,837. The net gain was $2,796,815. They had a 
surplus gam in 1919 of $1,673,977; in 1920, $2,068,953. lliey had 
u surplus gain m 1920 over 1919 of $394,976. 
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In addition to that, we quote from the Boston Transcript a state- 
ment appearing on or about August 1; 1021, as follows: 

The Waltham Watch Go's, business at present is somewhat better than is the case 
in the general watch trade. Of the 55 omerent watch movements which the com- 
pany manufactures it has an active demand for nearly all of them, and for 22 it has 
orders for more than it can manufacture in the balance of tJie year. Total unfilled 
orders to-day are approximately 150,000 watch movements and 50,000 automobile 
clocks. 

I have several quotations of that kind which I do not want to take 
up your time with now. 

The Hamilton Watch Co. declared dividends in 1915 of 15 per 
cent, and in 1916, 16^ per cent. Later dividends are not reported. 
It would be interesting to this conmiittee to find out why. I think 
the reason is that the profits were such that they do not want to 
quote them. 

Under date of April 8, 1921, a letter was sent from the Elgin 
National Watch Co. to the National Wholesale Jewelers' Associ- 
ation signed by De Forrest Hulbard, its vice president, part of which 
is as foUows: 



The watch business seems to be particularly favored, inasmuch as there has been an 
actual shortage of good American watches during the past few years. The supply has 
not vet caught up with the demand, and our jobbers have not been able to pile up any 
stock worth mentioning, but are, on the other hand, eager to get more goods in every 
grade and size. 

The Chairman. Could not all these £gures be printed instead of 
taking up the time of the committee by reading tnem at this time ? 
If every gentleman took half an hour we would not get through 
until Christmas. 

Mr. ZoLLA. Just a moment more, Mr. Chairman. According to 
the Census Biu-eau, the value of the case factories' product in 1914 
was $7,831,000, and m 1919 the value of their product was $19,619,000 
The American case factories turn out approximately 19,000 cases a 
day. There are 11,500 cases manufactured each nay in excess of 
movements manufactured. If the case factories did not have these 
movements imported from Europe they would have to manufacture 
11,500 cases less evenr day, wnich would mean that two of the 
American watch case factories could supply the entire market, and 
the balance — thei:e are 33 altogether — could as well discontinue. 

So that the importation of these movements is not only necessary 
for the encouragement of imports but necessary for the maintenance 
and sustenance of the American watchcase industry. Furthermore, 
the American factories, as proved by the profits that I quoted, are in . 
no need of further protection, because the rates we ask are higher than 
the present tariff, and all these profits have been imder the present 
tariff bill. 

I thank you. 

BRIEF OF BMXL N. ZOLLA, BXPRSSBimVO THE AMBBIOAH WATOH IMPOBTBB8 
AHD ALLIED DOMESTIC INDU8TBIE8, HEW YORK CITY. 

This is our first **day in court." We had no hearing before the Ways and Means 
Committee of the House of Representatives. We do not believe this was due to any 
intentional discoiutesy on the part of the Ways and Means Committee of the House oif 
Representatives, but rather to what we make bold to say was a procedure of *' sharp 
practice," to put it mildly, by the representative of the American watch industry. 

The hearings on watches were always had under the metal schedule, under which 
schedule watches were classified. The metal schedide, known as Schedule C, was, 



Digitized by 



Google 



MKXALS AND MANUFACTUBES OF. 1997 

according to '' Notice of Tariff Hearings/' issued by the Committee on Ways and 
Means, Diecember 8, 1920, set for hearing under dates of January 12, 13, 14. 

Our representatdve attended the heannjgs of the Conmiittee on Ways and Means on 
these dates. Nobody appearing in behalf of the American watch industry to urge any 
changes in the present tariff rates on watches, our representative did not ask for a hear- 
ing in our behalf, as the present rates were satis&u;tory. 

On February 9, 1921, under Schedule N— Sundries, Mr. Dueber appeared before 
the Committee on Ways and Means and filed the brief in behalf of the American 
watch industry. 

No notice was given us, and we were entirely i^orant of the hearing until after it 
had taken place. This bein^ an ex parte hearing, it is not surprising that the commit- 
tee passed the reconmiendations exactly made by the American watch industry, with 
the one exception that it refused to double the duty on small movements. 

These are the facts upon which we base our opening statement, this is oiur ''first 
day in court.** 

CHANGES IN DUTIES RECOMMENDED. 

Watch movements, whether imported in cases or otherwise, assembled or knocked 
down for reassembling, if having less than seven jewels, 70 cents each; having seven 
and not more than eleven jewels, $1.25 each; haviii^ more than eleven and not 
more than sixteen jewels, $1.60 each; having seventeen jewels, $2.50 each; having 
more than seventeen jewels, $5 each; watchcases, 20 per centum ad valorem; parts 
of watches, including Jewels and dials for use in the manufacture of watches, 15 per 
centum ad valorem; chronometers, box or ship, $5 each, parts thereof 15 per centum 
ad valorem; timers constructed and designed to time comparative rates of speed, 
$1 each: Provided, That all watch dials, wheUier attached to movements or not, 
when imported shall have indelibly painted or printed thereon the name of the 
coimtry of origin, and that all watch movements and plates, assembled or knocked 
down for reassembline, and cases, shall have the name of the manufacturer and 
the country of manumcture cut, enrnved, or die-sunk conspicuously and indelibly 
on the plate of the movement and the inside of the case, respectively, and the 
movement and plates shall also have marked thereon by one of the methods indi- 
cated, the number of jewels, said numbers to be expressed either in words or in Arabic . 
numerals, and none of the aforesaid articles shall be delivered to the importer imless 
marked in exact conformity to this direction: Provided further, That only the number 
of the jewels which serve a mechanical purpose as frictional bearings shall be marked 
as herein provided. 

Reasons for substituting above recommendations in place of duties recommended 
by paragraph 367. Schedule 3, of the House bill: 

After the specific rates on movements, beginning with the word "watchcases,** 
we have made the following changes, viz: 

Have separated " watchcases *• from watch parts, chronometers, etc. It must be 
quite evident that a finished article such as "watchcase,'* consisting frequently of 
gold or silver, where the cost of labor has already entered, shoidd not be classmed 
and considered in the same category as "watch parts," which, for all practical pur- 
poses, is similar to raw material. 

Our rate pertaining to watchcases is as follows: "Watchcases, 20 per centum ad 
valorem. * * 1 he bill as passed bv the House calls for 35 per centum ad valorem. Our 
recommendation is 15 per cent less. We make bold to say that with possibly one or 
two exceptions, not a single American watchcase company would ask for a higher rate 
than ^ per cent. Not only can not foreign case manufacturers compete successfully 
with American case manufacturers, but American case manufactiurers are to-day suc- 
cessfuiljr competing in Europe with £iux)pean case manufacturers. (See later para- 
gpraph with r^erence to growth of case factories in America.) 

We have omitted "chronometers, box or ship" from the classification of "watch 
parts. * * as this is a completed article and does not belong among ' ' parts, * ' but we have 
included "jewels and dials *' which are undoubtedly "parts of watches,'* so that the 
change reads * ' parts of watcnes, including jewels and dials for use in the manufacture of 
watches, 15 per centum ad \nEdorem.* ' The bill as passed by the House provides, as 
follows: "35 per centum ad valorem on watch parts, 10 per centum ad valorem on 
watch jewels, 3 cents per dial and 35 per centum ad valorem on watch dials. ** 

We will discuss them in the order mentioned. The ad valorem duty on "watch 
parts** should be reduced to 15 per cent, as this will provide a reasonable revenue. As 
the "watch pints'* imported are used for movements imported from abroad, and are 
therefore in no form or manner in competition with watch parts for American move- 
ments, there can be no need of giving any "protection.** T he duty should be made 
reasonable, so that the cost to the American consumer of obtaining material necessary 
for tiie repair of a watch of foreign manufacture should not be too burdensome. 
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Jewels and dials being indisputably * * parts of watches, ' ' there should be no arbitrary 
differentiation made in the rates of duty. The importation of dials enameled and 
dial plates decreased from $54,771 in 1911 to $7,292 in 1919. (Tariff information survey 
on watches and clocks prepared by the Tariff Commission in 1921.) xTo continue the 
formerly excessive rates would mean to eliminate dial importations altogether. 

Chronometers, box or ship, being a completed article, we have taken from the classi- . 
fication with '* parts of watches" as set out in the bill passed by the House, and made a 
separate proviso with a specific instead of an ad valorem duty, which reads "chronome- 
ters, box or ship, $5 each; parts thereof, 15 per centum ad valorem. " 

The bill as passed by the House makes no provision for timers which are constructed 
and designed to time comparative rates of speed. . As timers are not manufactured 
at all in mis country, and as 90 per cent of all timers imported are used by the United 
States Grovemment, we believe this article should have a separate classmcation, and 
we have therefore stdded the following sentence: "Timers constructed and designed 
to time comparative rates of speed, $1 each." 

All words, phrases, and sentences pertaining to clocks, clock movements, clock 
material, etc., have been omitted by us from paragraph 367, schedule 3, as clocks, 
clock movements, etc., are taken care of in paragraph 368, schedule 3, where it prop- 
erly belongs. 

These rates closely approximate the schedule of the act of 1909^ commonly known 
as the Payne-Aldrich bul, which was admittedly a high-tariff bill. Being so close 
to the rates of the Payne-Aldrich bill, we believe they are particularly under the 
present economic conditions of the world, sufficient for revenue purposes and more 
than sufficient for ** protection" to the American watch industry. Nowhere, in the 
brief filed by the American watch companies is there a line, woiti, or figure, showing 
the necessity for incr^tsed tariff duties. There are some '* historical " facts mentioned 
enlightening for general piurposes, most of which are obsolete and have been entirely 
changed by the economic processes resulting from the war; but no statistics, no figures 
of any kind or character, showing or evefi tending to show^ that the American watch 
industry has in any way suffered under the existing tariff. Facts and fi^es speak 
louder than theories and empty assertions. We shall show later in this brief that not 
only have they not suffered under the existing tariff, but have greatly prospered — 
.more than ever before. 

We have omitted any reference to the "position adjustment" classifications amone 
17-jewel movements. This is vicious. It is an arbitrary classification contained 
in no other tariff bill and a distinction no other country in the world has made. To 
retain it would be to absolutely bar the importation of this class of movements. It 
would mean an increase of over 100 per cent over the rates of the Payne-Aldrich bill 
of 1909, an admittedly high tariff. It woiild apply also to ladies' small bracelet 
watches, which only two or three of American watch companies turn out in very small 
and very limited quantities, and thereby increase the cost of these watches to the 
American consumer over 100 per cent. 

Position adjustments do not of themselves determine the value of the watch. A 
15-jewel watcn wi^ only three position adjustments mig^t be better and much more 
expensive than another 17-jeweI walkh. with five or even eight position adjustments. 

Every watch, in order to run and keep time, must be adjusted. Three adjustments 
of a watch is practically the lowest number of adjustments possible for any timepiece 
with any degree of dependability. What does three adjustments mean? It simply 
means that the watdi is made to run while lying flat, with the dial upward, then hing 
flat with the dial downward, and then put in an upright position in which it is generally 
carried while in the pocket. This is a dear illustration of three adjustments. This 
applies equally as well to 15-jewel watches as it does to 17-jewel watches. 

The net result, therefore, of the bill as passed by the House is, that while it calls 
for a duty of $2 on 15-jewel watches of three position adjustments, it caUs.for a duty 
of $4.75 for the same watch with two additional jewels. In other words, it adds a 
duty of $2.75 for two jewels. In the case of the same 17-jewel watch being adjusted 
to five position adjustments — which simply means that the watch is further adjusted 
to two more angles — there is a difference of $4.50 for the additional two jewels. 

'The average cost of two jewels to the American manufacturer of watches — ^bought 
by them in lar^e quantities from Switzerland — ^is less than 50 cents. Is it not, there- 
fore, quite obvious that this attempted classification of adjustments is merely a mask 
behind which it is hoped to mislead Congress into levying an exorbitant and pro- 
hibitive duty on 17-jewel movements? • 

If a watch is supposed to be valuable it must be adjusted to run in any po4tion. 
No specified three or five positions will do. It must be adjusted to any position. 
And if the adjuster or regulator would find it not running while in a position or angle 
of 60 degrees, he would have to look into the movement and make it run at 55 degrees, 
or at 50 degrees, and would then come down to a multitude of numbers of positions. 
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All of which simply means that a good watch, like any precision instrument, must be 
regulated to run in the various positions it is put during its use. You will please 
observe that no attempt was made to make this classification on movements having 
more than 17 jewels— admittedly higher grade watches. 

OBJECTIONS TO STAMPING PROVISIONS OF BILL AS PASSED BY THE HOUSE. 

The act of 1913 provided for the marking of the number of jewels and adjustments 
ui>on watch movements — "either in words or in Arabic numerals." The bill passed 
by the House has changed the word **or" to "and,*' so that the language of the bill 
reads "said numbers to be expressed in words and in Arabic numerals.'' To retain 
the language of the present bill would make it impossible to import the very small 
movements. Some of these very* small movements used in ladies' bracelet watches 
are smaller than a dime in diameter, and some of the movements used in ladies' 
lockets measure less than one-quarter of 1 inch across the dial. It must be quite 
evident that to attempt to put on so small a movement the name of the country of 
origin, the name of the manufacturer, and, in addition to all that, the number of 
jewels and adjustments in both words and Arabic numerals, would be physically 
impossible. It is all one can do, after putting on the names of the country of origin 
and manufacturer, to put on ^e number of jewels and adjustments in either words 
or in Arabic numerals. 

The aigument made by the American watch industry in their brief that "under the 
present law a 17-jewel movement could be imported, stamped merely with the numeral 
'7' and the duty paid accordingly, it being a simple matter to engrave the numeral 
' 1 ' in front of the numeral '7, ' making it 17 ' after the movement is imported, thus 
throwing open the door for teud/' is fallacious and will not bear analysis. Any 
euuniner who is at all familiar with watch movements can immediately, with the 
naked eye, detect any 17-jewel movement that might be marked "7." Fraudulent 
practices of this kind, if they ever occurred, were of such infrequency and so unusual 
that no one in the trade ever heard of it being done. Permit us to repeat that to 
compel the foreign manu^turers of these very small watches or watch movements 
to stamp the number of jewels and adjustments both in words and Arabic numerals 
would make it impossible to import them. 

In the phraseology of the stamping provisions we have omitted the words ''and 

these provisions 

; schedule. You 

followiuj^ the 

words "in Arabic numerals," we have omitted the following sentence '^and u the 
movement is not adjusted, the word 'unadjusted' shall be marked thereon by one of 
the methods indicated." The reasons for omitting this last sentence is because we 
believe that stampings should be only affirmative representations and not n^ative. 
While the manufacturer should be held to a strict accountability for all affirmative 
representations made he ou^ht not to be compelled to make a negative representation. 
One might just as well insist that the watchcase manufacturer who turns out gold- 
filled cases should have stamped thereon "this case is not solid gold." Provisions of 
this kind afford no protection whatsoever to American manufacturers but are extremely 
mischievous in their nature and designed to cause as much inconvenience as possible 
to American importers. Then again, suppose, for the sake of the amiment, a move- 
ment is imported with the word "unadjusted engraved upon the plate and after the 
movement is imported it is adjusted. In what way can tne word "imad justed" be 
removed? Only by removing the plate and putting in a new plate at a great cost of 
labor and material. 

TARIFF HISTORY RELATING TO WATCH MOVEMENTS. 

The act of 1894 had the ad valorem rate of duty of 25 per cent on all watches and 
parts thereof, making no distinction as to grades. In 1897 when this dutyr rate was 
changed to a compound rate by adding to the former rate a specific rate which varied 
from 35 cents to |3 per movement, depending upon the number of jewels contained 
in the movement, the volume of imports decreased to nearly one-half of what they 
were during the preceding vear of tae old law, viz, from $1,107,080 in 1897 under 
the old law, to $566,674 under the new law. It did not recover in volume to equal 
the amount of 1897 import junder the old law until the year 1901 — four years later. 

These facts seem to indicate that the Government of the United States does not 
necfessarily receive a greater volume of revenue when the rates of duty are exceed- 
ingly higher, but on the contrary, it might, as it did in this instance, suffer a loss 
of revenue. 

The statement that the act of 1913, which ia the present schedule, in itself caused 
a great increase of importation of watches, is entirely misleading. Between that 
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time aad iacluding the year 1918, two specific factors caused this tremendous IncreiBe. 
The firjt was the importation of ladies' small bracelet watches, which according to 
Mr. Dueber, represeoting the American watch industrvr, in his testimony before 
the Ways and Means Committee on February 9, 1921, the American factories were 
not in position to turo out except at excessive prices. The second was the importa- 
tion, in unusually large quantities, of men's wrist watches, commonly called military 
watches, which name was derived from the fact that 95 per cent of these watchee 
were used by the American soldiers. Without these importations the American 
soldiers and sailors would have been deprived of the only land of watch that was 
convenient and useful to any man in uniform. It is an admitted fact that the Amer- 
ican watch manufcakiturers, either were not equipped or did not want to turn out 
these watches. 

In spealdng of the increased imports from Swits^erland, the United States Tariff 
(Commission in its Tariff Information Surveys on Watches and Clocks, pa^ 32, 1921 
issue, states as follows: '' The increases were due to the greater demand in America 
for small watches. Upon the entry of the United States into the European war, 
gentlemen's wrist watches became very popular with the military; laaiee* wint 
watches and brooch watches also increased in popularity." 

You will oliserve that the importation of watches increased from $2,933,964 in 1916 
to $4,975,901 in 1917. This was the year we entered the war, as a consequence of which 
these large importations of men's wrist watches, commonly called military watches, 
took place. This was increased in the year 1918 to $8,274,853, and ¥^s due greatly 
to the fact that by that time we had increased our Army and Navy to almost four 
million men. 

As against these figures, please note that the last year the act of 1909, known as the 
Payne-Aldrich bill, was in operation — the year 1914 — watch imports amounted to 
$2,669,200. During the first year of the act of 1913— the year 1915— watch imports 
decreased to $2,301,323, and it was not until the year 1917, the memorable year in 
wMch the United States entered the World War, that thete was any appreciable 
increase of watch imports over the last year under the act of 1909, and this was on 
account of reasons above stated. The increase in prices during 1917 and 1918 as 
compared with former years also swelled the aggregate total in dollars and cents— 
at least 20 per cent. (These statistics were taken from Tariff Information Surveys 
on Watches and Clocks, prepared by the United States Tariff Commission in 1921.) 

DOES THE AMERICAN WATCH INDU8TRT NEED FURTHER PROTBOTION? 

If under the existing tariff the American watch industry has prospered in a manner 
heretofore unknown, has tremendously increased its prices, has sold its entire produc- 
tion, and then found a very lai]ge demand which it has been unable to supply, is not 
this evidence of the most convincing character that they need no furUier protection? 
In 1913 the American watch industry asked for exactly the same rates, claiming they 
must have it as a protection. Let us see if the facts and fifi:ure8 bear them out. 

According to Tariff Information Surveys on Watches and Clocks, prepared by the 
Tariff Commission in 1921, on page 51 thereof, in 1914 there were 15 establishments 
engaged at that time in the manufacture of watches. The value of their products 
then was $14,275,000. In a statement is^ed by E. F. Hartley, chief statistician on 
manufactures of the Census Bureau, Department of Commerce, in 1919 there were 
36 establishments. The value of their product then was $32,100,000. The net gain 
of the value of the products of the American watch industry for the year 1919 over 
that of the year 1914, during which time the present tariff act was in existence, was the 
large sum of $17,825,000. 

Even the exports of American watches increased from $1,460,424 in 1914 to 
$2,155,969 in 1920, and this in spite of the fact that there was an actual shortage of 
American watches and movements in this country. They almost doubled the sale 
of their merchandise in Europe and competed with European manufacturers without 
any tariff of any kind between them and the European manufacturers. 

As far back as 1914 the domestic consumption of watches and parts of watches 
was approximately $1,500,000 larger than the domestic production. (Summary, 
Tariff Information Surveys, United States Tariff Commission, 1921.) Since that time 
the shorta^ has been larger. Statements hereinafter following, we believe, confirms 
this assertion. 

PROFITS OP LEADING AMERICAN WATCH COMPANIES FOR PAST FEW YEAR8. 

Elgin National Watch Co.: Dividends 8 per cent par annum, paid quarter!}. 
December 21, 1918, extra cash dividend of 2 per cent was paid, and on December 22. 
1919, extra cash dividend of 3 per cent was paid. (Moody^s Manual of Railroads and 
Corporation Securities, 1920. Industrial section.) 



Digitized by 



Google 



METALS AND MAKUFACTX7BES OF. 2001 

At the annual meeting of the stockholders of the Elgin National Watch Co., held 
June 9, 1921, the income account for 1920, as submitted to this meeting, reads as 
follows: 

Earnings from operation |1, 797, 754. 51 

Earnings frpm investment 185, 448. 85 

Reserve for taxes ^90, 000. 00 

Net earnings 1, 293, 203. 36 

Dividends 429,269.00 

Balance for reserve and surplus 864, 934. 36 

The year's net profits were equivalent to 19.74 per cent on the $6,500,000 capital 
stock, or $4.93 per share of $25 par vidue. 

Inventories were taken at cost or market figures, whichever was the lowest. It was 
annoimced that the company has no floating or fimded debt, the only current 
indebtedness being monthly bills. 
Waltham Watch Co.: Net working capital, March 31, 1919, $6,049,022. 
Net working capital, March 31, 1920, $8,845,837. 
Net working capital gain of $2,796,815 for 1920 over 1919. 
Surplus gain on919, $1,673,977; in 1920, $2,068,953. 
Surplus gain of 1920 over 1919, $394,976. 

We quote from the Boston Transcript a statement appearing on or about August 1, 
1921: 

'^The Waltham Watch Co.'s business at present is somewhat better than is the case 
in the general watch trade. Of the 55 different watch movements which the company 
manufactures it has an active demand for nearly all of them, and for 22 it has orders 
for more than it can manufactiu-e in the balance of the year. Total unfilled orders 
to-day are approximately 150,000 watch movements and 50,000 automobile clocks." 

The foUowijig is a portion of an advertisement appearing in the Jewelers' Circular 
under date of July 31, 1921, inserted by the Illinois Watch Co.: 

*' There will be no reduction in the prices of Illinois watches. That the trade 
recognizes the Illinois as the greatest values on the market is demonstrated by the 
fact that the demand for them continued to tax oiu- manufacturing capacity to its 
utmost. We have no accumulated stock on hand. " 

Hamilton Watch Co.: Dividends 1915, 15 per cent; 1916, 16 per cent. Later divi- 
dends not reported. 

We qoute rrom a letter sent out broadcast to the trade in January 1921, by Jacques 
DepoUier & Son, who are representatives of the Waltham Watch Co.: 

*' We have just passed through a period that has witnessed tiie public buying watches 
promiscuouBiy, because the dealer was short in his stocks, g^N-ing the comsumer little, 
if any, choice in nis selection of watches, and the American watch manufacturers 
were physically unable to procure any Quantities sufficient to meet the demand 
* * *. Many orders are in our books and we are eight months behind in deliveries 
of certain grades, so we feel that with our wide and varied experience, the trade will 
welcome this expression of opinion on watch conditions for 1921, * * *. Contrary 
to this decline in prices of Swiss watches, the American made watch has. held its own 
position unassailed, because the increased demand has exceeded the increased out- 
>ut of the manufacturers. The American made watch to-day is in preferred demand 
y the consumer.** 

Under date of April 8, 1921, a letter was sent from the Elrin National Watch Co. 
to the National Wholesale Jewelers Association signed by DeForrest Hulbard; its 
vice president, part of which read as follows: 

"The watch business seems to be particularly favored inasmuch as there has been 
an actual shortage of good American watches during the past few years. The supply 
has not yet cau^t up with the demand and our jobbers have not been able to pile 
np any stock worth mentioning, but are, on the other hand, eager to get more goods in 
every grade and size. '* 

So completely and so thoroughly do the American watch manidacturers control 
their industry, and so independent are they, and unafraid of foreign competition, 
that only certain selected wholesalers who are put on their lists can obtam their 
watches. For illustration: In the cities of St. Paul and Minneapolis there are approx- 
imately 10 large wholesale watch houses, practically all very high rated, and of 
Rood standing, and yet, between these two cities— wluch is the gateway to the neat 
Northwest — only one wholesaler is on the list of both the Waltham and Elgin Watch 
Co.'s. Nobody but this one wholesaler can obtain watches of either of these makes 
in tlus territory. The same plan applies all over the United States, and unless the 
wholesaler is placed on the favored lists of these watch companies, no matter how 
exc^lent his financial standing, or how large his volume of business, he is unable to 
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obtain watches from the American watch mannfacturere. These facts are indispu- 
table and known all over the country amonf people in that business and can very 
^uily be proven by subpoenaing any wholesale desuer in American watches from any 
part of the country. In the light of the foregoing facts what need is there for any 
further protection? 

OTHER PURELY AMERICAN INDUSTRIES AFFECTED BT UNREASONABLE TARIFF ON 
FOREIGN WATCH MOVEMENTS. 

American watchcase factories, whose investments are almost as great as the watch- 
movement manufacturers, are dependent upon the importation of Swiss movements 
for about 65 per cent of their entire production. According to a statement given out 
by E. F. Hartley, chief statistician for manufacturers of the Census Bureau, the 
production of American watchcase factories in 1914 was $7,831,000 and in I9I9 
$19,619,000. According to the same authority there were 31 establishments in 191 4 and 
33 in 1919— only two additional establishments, while the production during the same 
time increased so stupendously. This enormous increase in the production of Ameri- 
can watchcase factories is due directly to the increase of imported ipovements. For, 
after all, the watch movement is nothing but the basic product or raw material to the 
case factories. This $19,000,000, therefore, of American industry must be materially 
curtailed if the rates of duty on foreign movements remain as passed by the House. 
These rates are so prohibitive that they will easily curtail the importation of move- 
ments to the extent of at least 50 per cent. We will take , for illustration, the estimated 
production per day of eight of the leading American watch movement companies, vis: 

Elgin National Watch Co 3, 000 

Hamilton Watch Co 260 

Hampd en Watch Co 250 

E. Howard Watch Works 100 

Illinois Watch Co 600 

South Bend Watch Co 250 

Standard Watch Works 1, 500 

Waltham Watch Co 1,500 

Making a total of 7,450 movements, as against which we find the seven leading 
case factories producing per day approximately the following number of cases: 

Keystone Watch Case Co 4, 000 

Wadsworth Watch Case Co 4, 000 

Fahys Watch Case Co " 2,500 

Dueber Watch Case Manufacturing Co 1, 500 

Illinois Watch Case Co 4, 000 

Star Watch Case Co 2, 000 

North American Watch Case Co 1, 000 

A total of 19,000 cases. 

From only this partial list it is quite evident there are at least 11,500 cases made 
every day in excess of the sum total of the American movements made. This 
amount of cases does not take into consideration over 50 other small case makers of 
fancy designs, who have the sum total production of at least 1,500 cases a day and who 
are entirely dependent for tiieir continuation upon the importation of Swiss movements. 

To furmsh cases for the output of only American watch movement manufacturers 
would require only two of the very large companies. The rest could be discontinued. 
If such a situation should arise, and it is our earnest belief that if your committee will 
call before it the heads of the largest case factories they will substantiate our statement, 
it would result not only in great hardships to the stockholders interested in the case 
factories and in the unemployment of thousands of working men and women, but would 
also result in a serious loss of revenue to the Government, due to the fact that the in- 
come tax now paid by all these case factories would be materially reduced, if not 
entirely eliminated. 

Another American industry that would be vitally affected adversely should there 
be a substantial curtailment of the importation of watch movements would be those 
companies enga&;ed in the manufacture of watch bracelets, who are dependent, con- 
servatively speanng, for the sale of at least 85 per cent of their production upon the 
importation of watoh movements. As this industry has practically been almost 
entirely developed in recent years, since the importation of small ladies' bracelet 
watches, we are unable to give you statistics, but as bracelets are used only on ladies' 
small watches and as tiie quantity of ladies* small watches by American movement 
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maao&cturerB is negligible, it logically follows that this industry is almost entirely 
ikpeiMlent upon imported movements. 

The manu&cturers of boxes for bracelet watches are also greatly dependent for this 
and other manufactures upon these imported movements. 

• 

1IARKST8. 

Congress must also take into consideration the fact that during the period of the 
war Switzerland, from wh<»n we import about 95 per cent of our foreign movements, 
had closed to her the markets of the Central States, Bussia, Italy, France, and Spain, 
who before the war, together with Great Britain, took over 60 per cent of tiie total 
Swiss exports. We quote from the Tariff Commission Catalogue under the heading 
* ' Foreign production and trade: ** 

"Great Britain and Germany have always been heavy importers of Swiss watches 
and parts of watches, taking in 1913 over one-tiiird of Switzerland's entire export. 
AJ though tiie United States stood as tiie sixth largest customer of Switzerlana for 
watches and parts in 1913, the ever-growing trade and special demand in watches for 
military purposes placed this coun&y in the position of Switzerland's largest cus- 
tomer in 1917 and 1918. Other large customers of Switzerland before the war were 
Russia, Austria-Hungary, Italy, France, and Spain; these eight countries took over 
70 per cent of the total Swiss exports in 1913." 

The closing of these markets spurred Switzerland on to export her production as 
much as possible to the United States, but with the reestablishment of peace and tiie 
resumption of somewhat normal conditions, these markets will again be thrown open 
to her, and it is a well-known fact that the Swiss manufacturer, because of the prox- 
imity of these countries to the borders of Switzerland, thereby making trade relations 
easier, would sooner sell in the markets of these countries than to the American 
market. This, in itself, will cause a material decrease in the importations of watches 
to this countrv. 



Since the International Lab<^ Oonference in 1919 watchmakers in Switzerland are 
working only 48 hours a week instead of 56, which means that the cost of labor as a 
result oi this alone has increased 20 per cent. The average cost of labor to-day in 
Switzerland, figured in gold, is between $25 and $35 per week, and adjusters are paid 
aa hi£^ as 950 per week. The duty rates, as recommended in this brief, are equivalent 
to an ad A^orem rate of at least 40 |)er cent, and in a few instances more than that. 
Adding 40 per cent to the lowest paid watchmaker to-day in Switzerland— which is 
$25— would make the total $35 for the lowest priced man. To this $35 per week must 
be added at least another 30 per cent, which is the minimum of the importer's gross 

S refits, which would make it a total of at least $45 per week. The reason that the 
per cent, representing the importer's ^^ross profits, should be added in calculating 
the relative cost of labor is because in this country the manufacturer sells directly to 
the wholesaler, while the Swiss manufacturer sells at least 95 per cent of his products 
through the American importer, and the importer, in turn, sells it to the wholesaler 
on a gross profit, as stated heretofore, of at least 30 per cent. The average wage earned 
by the American watchmaker is to-day between $35 and $40 per week, with such 
factories as the Waltham and others announcing a reduction very recently of from 10 
to 15 per cent in the wages of their men. 

FIXED CHARGES Am) OVERHEAD EXPENSES. 

While the foreign manufacturers have not themselves the overhead expenses of 
keeping their watches in repair, the watch importers, through whom these foreign 
manufacturers sell their watches, have this overhead expense exactly the same as 
the American manufacturers and must consider it in arriving at the prices at which 
they sell their watches. They maintain large and expensive repair shops in which 
they back up their guarantees against defects and put m shape all movements which 
fail to keep accurate time. They, as well as the jobber through whom they sell, carry 
laige quantities of materials available for the repair of all watches they sell. 

Because, as shown by this brief, the American watch-movement manufacturers 
need no further protection than they already have, because we believe that for the 
protection of American watchcase factories the importation of foreign watches are 
necessary and indispensable, we respectfully ask that the duty on watches be pre- 
pared in accordance with the suggestions and recommendations herein contained. 

(Names of some of the promment firms represented: Tiffany & Co., New York; 
A. Wittnauer Co., New York; Gruen National Watch Case Co., Cincinnati, Ohio; 
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Graen Watch Co., Cincinnati, Ohio; Brighton Watch Case Co., New York; Black 
Starr & Frost, New York; J. E. Caldwell & Co., Philadelphia; Hayden W. Wheeler 
& Co., New York; Concord Watch Co., New York; A. Schwob (Inc.), New York; 
Bigalke & Eckert Co., New York; E. E. Robert Co., New York; Hipp. Dididieim 
Co., New York; Phelps & Perry, New York; Helbein Stone Co. (Inc.), New York; 
J. F. Mansfield Co., New York; Omega Watch Co., New York; Paul IHttsheim Corpora- 
tion, New York; Geo. W. Welshs Son, New York; Knickerbocker Watch Co., wew 
York; Job. Barfield, New York; Greenleaf Crosby Co., Jacksonville, Fla; "HaUmark" 
United Jewelers (Inc.), an association of 800 retail jewelers; Wm. G. Knapp, New 
York; J. Gottlieb, New York; Will H. Beck Co., Sioux City, Iowa; Marcus A Co., 
New York; T. Kirkpatrick & Co., New York; Grogan Co., Pittsburgh, Pa.: Howard 
& Co., New York; ADercrombie & Fitch Co., New York.) 

STATEMENT OF B. C. HeCTJLLOCH, BEPBESENTINa THE HAMPDEN 
W ATCH C O., CANTON, OHIO, AND OTHEB AMEBIC AN WATCH MANU- 
FACTXJBEBS. 

Mr. McCuLLOCH. I represent, Mr. Chairman and gentlemen of the 
committee, the leadii^ American watch manufacturers, including 
the Hampden Watch Co., of Canton, Ohio, of which I have been a 
director for a great inany years, and I helped as attorney in the 
preparation of the evidence and the testimony during the consid- 
eration of the act of 1909 and the act of 1913, and am famiUar in 
a general way with the business of manufacturing watch movement**. 

The Chairman. What business did you say ? 

Mr. McCuLLOCH. The watch-movement manufacturing business. 

I want to say just a word about the figures the gentleman who 
preceded me submitted. He said that the increase m importations 
of foreign watches was due to the war. I have a comparison here 
of the act of 1909, the act of 1913, and the Fordney bill; and at the 
bottom of the sheet I have figures showing the importations of 
watches and parts for every year from 1895 down to 1920, compiled 
by the Tariff Commission. 

Taking the Underwood bill: In 1913 the importations were 
$1,951,579; 1914, $2,669,200; 1915, $2,301,323; 1916, $2,933,964; 
1917, $4,975,901; 1918, $8,274,853; 1919, $9,215,189; 1920, 
$12,608,624. The importation of foreim-made watch movements 
during 1919 and 1920 certainly was not due to the war. 

I suppose there has been no more thorough investigation and 
examination made of any paragraph of the Fordney bill than was 
made of the watch parc^aph by the subconmiittee of which Mr. 
Tilson was chairman, 'fiiey went into every detail of it, and I 
venture to sav no paragraph was more thoroughly investigated dur- 
ing the consideration ofthe act of 1909 than the watch paragraph. 

At the bottom of the analysis or comparison of the paragraphs 
submitted I have given the gist of the changes in the Fordney oill 
as compared with the Payne-Aldrich bill, "fiie Fordney bill covers 
ihovements knocked down for reassembling. In the brief that I 
will submit — I shall not enter into a detailed discussion about it — 
we show, and I think prove, that there was a practice, after the 
Payne-Aldrich bill went into effect, of "knocking down" watch 
movements, getting them all ready for assembling, and then bring- 
ing them in as material and assembUng them in this country, thus 
evading the duty. The provision I nave referred to I believe 
strengtnens the bill. 
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The Fordney bill classifies clock watches separately. Clock 
watches were classified under the Payne-Aldrich law with seven- 
jeweled movements. A dock watch is simply a combination of 
wheels without jewels or adjustments. It probably has been timed 
in a general way^ but it is not comparable as an effective time-keep- 
ing machine with a jeweled watch. In our opinion it was wise to 
classify seven-jeweled movements separate from clock watches, and 
therefore that classification was suggested to the subcommittee of 
the Wavs and Means Committee and, after thorough consideration, 
adopted. We think that classification should be retained. 

The Fordney biU also classifies 17-jeweled movements according to 
adjustments. Seventeen-jeweled movements are manufactured ad- 
justed and unadjusted. The 7-jeweled movement, the 11-jeweled 
movement, the 15-jeweled movement are all almost universally un- 
adjusted, and so regarded in the trade. Seventeen-jeweled move- 
ments, as I have said, are manufactured adjusted and unadjusted; 
and all movements having over 17 jewels are imiversally adjusted. 
A 17-jeweled movement, adjusted, will cost to produce and will sell 
for just about three times what a 17-jeweled movement imadjusted 
will cost and sell for. 

Under the Payne- Aldrich law a 17-jeweled movement, unadjusted, 
came in at the same specific rate as the 17-jeweled movement, ad- 
justed. 

From a revenue-producing standpoint, as well as from the stand- 
point of protection, the classification of 17-jeweled movements as 
written into the Fordney bill should be retained. 

The gentlemen who preceded me minimized the value of adjust- 
ments. The value of a watch movement is determined in two wajs : 
First, by the niunber of jewels it contains; and, second, by the kmd 
and number of its adjustments. I can not take the time to go into 
detail in regard to the mechanical differences between mere timing 
and adjusting, but I call the committee's attention to the statement oi 
V. S. Cory, superintendent of the Hampden Watch Co., of Canton, 
Ohio, in regard to adjustments, in the brief I shall submit. Mr. Cory 
describes tne many mtricate and painstaking processes necessary in 
adjusting a watch movement so that under all conditions it will run 
within certain limits of error. A watch movement is an instrument 
of precision for computmg time. In order that it may be an accurate 
and dependable machine it must be put through the processes 
described by Mr. Cory, and these processes, as he dearly states, fre- 
quently take several months before the watch will run within the 
required rating. Why a 17-jeweled movement, unadjusted, should 
come in for the same specific rate of duty that a 17-jeweled move- 
ment, fully adjusted, comes in for, when the one is three times as 
valuable as the other, is hard to explain. 

I want to refer briefly to the marking provisions of this bill. The 
marking provisions of the Fordney bill, as far as they relate to the 
number of marks and figures that must be put upon the plate, are 
exactly identical with the marking provisions of the Payne-Aldrich 
bill. I submitted to the Senator from Utah the small movements he 
mentioned, marked in conformity with the tentative draft of the 
Payne bill, which evidently proved to the satisfaction of the Senator 
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that those markm^ requirements could be complied with. The law 
was in operation ^r a number of years and presumably compUed 
with. .If they could do it then, they can do it now. 

I also exhibited to the Senator from Utah at that time this Uttle 
coin [exhibiting] made at the mint, where they die-sunk upon a piece 
of metal this size the entire Lord's Prayer. There is no doubt about 
their being able to do it, but they do not want to do it, it seems, and 
why? 

1 want to respectfully refer the committee to the evidence of frauds 
set out in the brief I shall submit, with special reference to the matter 
of markings: 

Effect of stamping provisions on railroad time service. Copy of 
letter of Webb C. Ball, general time inspector for American rauroad 
sjTstems, mileage of over 100,000 miles, who says: 

To permit foreign watches to come into this country without such markingB is 
tampering dangerously witii hiunan life and property. 

Also letters and affidavits in regard to exhibit fraudulently marked 
''Time Ball Special," etc., detected in hands of employees of Chicago, 
Burlington & Quincjr Railroad Co. 

Also letter of Hamilton Watch Co. in regard to fraudulently marked 
Swiss movements. 

Affidavit of George E. Himter in r^ard to fraudulently marked 
Swiss movements. 

All the American manufacturers of watch movements want or ask 
are rates that will eoualize the difference in the cost of production at 
home and abroad. They are not seeking special favors or any special 
advantages. 

We thmk that the Fordney bill is fair. The rates are practically 
the same as those of the Payne-Aldrich bill. We are satisfied with 
the Fordney bill, and feel that no change should be made in the watch 
paraCTaph without serious and careful consideration, which I know 
it wul have. 

I ask the privilege of submitting later a brief in detail, meeting 
the suggestions that were made by the gentleman who preceded me. 

At this time I shall refer but to one or two of the recommendations 
made by him on behalf of the importers. Some of the recommenda- 
tions made were clearly shown by the general discussion here to be 
impractical from the standpoint of the Government, for instance, 
the recommendations as to stop watches." That recommendation 
would probably be good for the importer, if adopted, but unfair to the 
Government. It might be that if the recommendation were adopted 
all high-grade watches when imported would have the "stop-watch'' 
attacnment and come in for $1. At least it is but logical that one 
recommendation of that kind shall put all the others on question. 
Importers of watches recommend an increase of 5 per cent on jewels, 
or from 10 per cent, the present law, to 15 per cent. I want to call the 
committee's attention to the facts about jewels. In 1909 it was shown 
that ''the jewels used in the construction of a watch movement 
amount in ihany cases to about 50 per cent of the material cost of the 
movement." Jewels for watch movements have never been manu- 
factured successfully in this country, so that the American manu- 
facturer of watch movements is compelled to import them. I quote 
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the following from a letter of one of the leading manufacturers of 
watch movements in this country upon the subject: 

To the American watch-movement manufacturer, watch jewels are the same as raw 
mateiial. Tliey can not be manufactured in this country successfulhr, and we are 
therefore at the mercy cd the foreign producers, who by combination nx the price to 
suit themselves. Since 1914 thejr have increased prices more than 135 per ceiit, so 
that we are now paying duty on jewels in excess of 23} per cent ad valorem on the 
prices preva^ing when the tariff act of 1913 went into effect. There is no reason 
to suppose that the prices of jewels will not be still further increased up to the point 
where the combination of price and duty will check the production of watch move- 
ments in this country by compelling the manufacturer to increase the price of watches 
to sudi an extent as to lessen the demand. We submit that it is not to the interest 
of the Government or of the watdi industry that production should decline. 

There being no watch jewels produced in this country to amount 
to anything and it being impossible to produce them successfully, the 
duty provided in the Fordney bill of 10 per cent ad valorem we think 
is a fair revenue duty and should not be increased. 

I want to refer also to the statement made by the representative 
of the importers that the rates he sugg^ted on watch movements 
'^ closely approximate" the rates in the rayne-Aldrich bill. This i& 
not correct; to illustrate: He suggests a specific duty of $5 each on 
movements having more than 17 jewels. Under the Payne-AldricK 
law, which provided for a duty of S3 each and 25 per cent ad valorem,, 
according to the figures in ''imports and duties," dividing the num- 
ber of movements cleared into me amount of duties collected shows 
an average specific duty for the years the law was in operation on 
movements having more than 17 jewels as follows: 



Yeers. 



Number, i Duties. 



Having more than 17 Jewels, ti and 2& per oent ad valorttm cou- 
verted: 

1910 

1911 

1912 

1913 

1914 



3w766 
£^410 
5,859 



<41,4d2 
55,036 
55,056 
56, n6 
16,235 



Speciflc 
outy. 



tn.oo 

10.17 
9.39 

laso 

9.9S 



Under the Dingley law, which provided a duty of 83 each and 25 
per cent ad valorem on all movements having over 17 jewels, when 
converted into straight specific duties the average amoimt collected 
on all movements having more than 17 jewels during the entire oper- 
ation of the law was $10.73 each. The rates in the Fordney bill 
'^ closely approximate" the rates in the Payne-Aldrich bill. 

I have covered fully in the brief I shall submit to-day the reasons 
for the classification of 17-jewel movements according to adjustments 
and have expressed our reasons for favoring the stamping provisions 
of the Fordney bill. I do not believe that any of tne reasons ad- 
vanced by the representatives of the importers for changing these 
provisions are sound aside and apart from tne interest of the importers. 

The paragraph in the Fordney bill, No. 367, as it relates to watches, 
is workable and, we believe, fair in every particular. 

I may later desire to make some reference to the collateral matters 
referred to in the brief and statement of the representative of the 
importers. 

1 ask, Mr. Chairman, for the privil^e of submitting a brief in 
behalf of American manufacturers of enamel ware 
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Senator La Follettb. Before you leave this matter, will you state, 
Mr. McCulloch, whether you have any connection with the watch com- 
panies that you represent here in any other way than as an attorney ? 

Mr. McCuLLOOH. No; no other way, except that I am director 
of the Hampden Watch Co. 

Senator La Follette. Do you know anything about the profits 
of the company ? 

Mr. McCfuLLOCH. Yes. I know there has been no dividend de- 
clared recently. But I will say to the Senator in that connection 
that I will furnish him, for confidential use, anything he wants 
on that subject. There has perhaps not been any industry in Amer- 
ica that has had to struggle like tne American watch industry. 

Senator La FolletteTi our address is Canton, Ohio t 

Mr. McCulloch. Yes, sir. I will furnish the Senator anything 
he wants on the subject. 

I would like to have the privilege of filing a brief on behalf of the 
manufacturers of enamel ware, which is covered by paragraph 339, 
page 56, of H. R. 7546, and to say that the provision in the House 
Dill is satisfactory to the manufacturers who signed this brief. 

I should also like to have the privilege, Mr. Chairman, of sub- 
mitting a brief on behalf of the manufacturers of ball bearings, 
roller bearings, and steel balls, covered by paragraph 321, page 51, 
of H. R. 7456. They are also satisfied with the Fordney bill. 

The Chairman. Very well. 

Senator La Follette. Was this statement which you have fur- 
nished the members of the committee prepared for you, or did you 
prepare it yourself ? 

Mr. McduLLOOH. I prepared it myself. Senator. 

Senator La Follette. I just submitted the table of imports to 
Mr. McCoy, and he is not able to get from his records — I am just 
calling your attention to it — any figures that are in agreement with 
yours. I thought that perhaps you might wish to take that matter 
up with him. 

Mr. McCulloch. Yes; I will see Mr. McCoy. I will tell you how I 
got these figures. I asked the Tariff Commission to furnish them, and 
these are their official figures. I will send the Senator a copy of them. 

Mr. ZoLLA. Do the committee want to hear from a man who is 
an expert on the question of adjustments? He was bom here and 
raiseci here, and has been in the watch business all his life. I would 
like to have the committee hear him on adjustments, if it is not 
imposing on your time. 

The CScAiBMAN. Has he made an application for a hearing ? 

Mr. 2k)LLA. He has not, because we did not know at that time 
whether we would be fortunate enough to be able^to get him. 

The Chairman. There are a number of gentlemen on the list 
who have been promised a hearing and who are waiting. It would 
hardly be fair to put him ahead oi them. If you will send his name 
in to the clerk of the committee he will be glad to notify him. We 
may be able to hear him at some time to-morrow. 
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COMPARISON or WATCH MOVBMBNT PARAGRAPHS IN ACT OF 1909, ACT OP 1913, AND 

PORDNBY BILL. 



ACT OF 1909. 

Watch moToments, including 
time 

detectors, whether Imported in 
cases or 

not, if having not more than seven 
Jewels. 
70 cents each; 

if having more than seven Jewels, 
and not 

more than eleven Jewels, 
$1.35 each. 

if having more than eleven Jewels 
and not 

more than fifteen Jewels, 
11.85 each; 

if having more than fifteen and 
not 

more than seventeen Jewels, 
$IJ25 each and 25 per centum ad 
valorem; 

if having more than seventeen 
Jewels, 

13 each and 25 per centum ad 
valorem; 

Watohcases and parts of 
watdies, chronometers, hox or 
ship, and parts thereof, 40 per 
oentom ad valorem: lever clock 
movements having Jewels in the 
escapement, and clocks oontatn- 
ing such movements, SI each and 
40 per centum ad valorem; all 
other clocks and parts tho^of, 
not otherwise provided for in this 
section, whether sepcuately 
packed or otherwise, not com- 
posed wholly or In chief value of 
china, porcelain, parian, Usque, 
or earthenware, 4() per centum ad 
valorem; all Jewels for use in the 
manufacture of watches or clocks, 
10 per centum ad valorem; enam- 
eied dials for watches or other 
instruments, 3 cents per dial and 
40 per centum ad valorem; 

Provided, That all watch and 
dock dials, whether attached to 
movements or not, shall have 
indelibly painted or printed 
thereon the country of orian. and 
that aU watch movements, lever 
dock movemeffts with Jewels in 
the escapement, and cases of for- 
eign manufacture shall have the 
name nf the manufacturer and 
country of manufacture cut, 
engraved, or die-sunk conspicu- 
ously and Indelibly on the plate 
of the movement and the inside 
of the case, respectivdy, and the 
movements snail also have 
marked thereon by one of the 
methods indicated the number of 
jewels and adjustments, said 
number to be expressed both in 
words and in Arabic numerals; 
and none of the aforesaid artides 
shall be delivered to the importer 
unless marked in exact conformity 
to this du'ection. 



ACT OF 1913. 

Watch movements, whether 
imported in cases or not, watch- 
cases and parts of watches, chro- 
nometers, box or ship, and parts 
thereof, lever dock movements 
having Jewels In the escapement, 
and docks containing such move* 
ments, all other docks and parts 
thereof, not otherwise provided 
for in tnis section, whether sepa- 
ratdy packed or otherwise, not 
composed whoUy or in chief value 
of duna, porcdam. parian, bisque, 
or earthenware, 30 per centum ad 
valorem; all Jewels for use in the 
manufacture of watches, docks, 
or meters. 10 jper centum ad 
valorem; time detectors, 15 per 
centum ad valorem; enameled 
dials and dial plates for watdies 
or other instruments, 90 per 
centum ad valorem; 



Protfided, That all watch and 
dock dials, whether attached to 
movements or not, shall have 
indelibly painted or printed 
thereon the name of the countrv 
of origin, and that all watch 
movements, and plates, lever 
dock movements, with fewds in 
the escapement, whether im- 
ported assembled or knocked 
down for reassembling, and cases 
of foreign manufacture, shall 
have the name of the manufao* 
turer and country of manufac* 
ture cut, engraved, or die-simk 
conspicuously and indelibly on 
the plate of the movement and 
the inside of the case respectivdy, 
and the movements and plates 
shall also have marked thereon 
by one of the methods Indicated 
the number of Jewds and adjust- 
ments, said numbers to be ex- 
pressed either in words or in 
Arabic numerals: and if the move- 
ment is not adjustde the word 
"unadjusted'' shall be marked 
ihereon by one of the methods 
indicated: and none of the afore- 
said articles shall be delivered to 
the importer unless marked in 
exact conformity to this direction . 



FORDNET BILL. 

Watch movements. 

whether imported in cases or 

otherwise. 

assemblra or knocked down 

for reassembling, 

if having less than seven Jewels, 

10.75 eadi; 

having seven and not 

more than eleven Jewels, 

S1.2Seach; 

having more than deven 

and not more than fifteen Jewels 

S2each; 

having more than fifteen and 

not more than seventeen Jewels, 

unadjusted, 

S2.75 each; 

having seventeen Jewels and 

adjusted to temperature, 

tSUiOeadi; 

having seventeen Jewels and 

adjusted to three positions, 

94J5eaoh; 

having seventeen Jewds and 

adjusted to five positions, 

16.50 each; 

having more than seventeen 

jewels, 

adjusted or unadjusted, 

110.75 each;* 

Watcfacases and parts of 
watdies, chronometers, box or 
ship, and parts thereof, 35 per 
centum ad valorem; all Jewels for 
use in the manufacture of watches . 
docks, meters, or compasses, 10 

Ssr centum ad valorem; enamdea 
als for watches or other instru- 
ments, 3 cents per dial and 35 
per centum ad valorem; 



Provided, That all watch and 
dock dials, whether attadied to 
movements or not, when imported 
shall have Indelibly painted or 
printed thereon the name of the 
country of origin, and that all 
watch movements and plates 
lever dock movements with 
iewds in the escapement, assem- 
bled or knocked down for re- 
assembling, and cases shall have 
the name of the manufacturer 
and the country of manufacture 
cut, engraved, or die-sunk con- 
spicuously and indelibly on the 
plate of the movement and the 
mside of the case, respectivdy, 
and the movement and plates 
shall also have marked thereon 
by one of the methods indicated 
the number of jewels and adjust- 
ments, said numbers to be ex- 
pressed both in words and in 
Arabic numerals, and if the 
movement is not adjusted, the 
word "unadjusted" shall be 
marked thereon by one of the 
methods indicated, and none of 
the aforesaid artides shall be de- 
livered to the importer unless 
marked in exact conformity to 
this direction. 

Provided further, That only the 
number of the Jewds which serve 
a medianical purpose as frlo> 
tional bearines shall be marked ai 
herein provided. 
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DUTIBS m FORDNBT BiLL NO HlQHBR ON AVBRAOB ThAN PayNB Law. 

The Payne Act of 1909 i^rovided straight specific duties on the lower grades and 
mixed ad valorem and specific duties on the so-called higher grades. 

The following is a comparison of the act of 1909 (showing converted specific duties 
on all grades taken from figures in Imports and Duties^ with the specific duties pro- 
vided in the Fordney bill. 

It will be noted that 7-jewel movements were heretofore classified with clock 
watches. Under the Fordney bill watches having less tiian 7 jewels are classified 
separately. So that the so-called clock watch is not placed in the same classification 
with the 7-iewel movement. 

The Fordney bill classifies 17-jewel movements according to adjustments. Under 
the Payne law an unadjusted 17-jewel movement was brought in imder the same 
specific rate of duty as a 17-jewel movement adjusted to temperature and five positions, 
no account being taken of the adjustments which as shown by the brief attached are 
so potent in determining the value of these watches. A 17-jewel movement adjusted 
to temperature and five positions will cost to produce and will sell for more than 
three times what a 17-jewel movement unadjusted will cost to produce and will 
sell for. 

The specific rates in the Fordnev bill on 17-jewel movements adjusted and unad- 
justed are low in comparison with the converted specific rates in the Payne law 
because the converted rates were, without doubt, largely based upon the value of 
the unadjusted 17-jewel movements. 



PAYNE LAW. 
(Spedflc duties on all grades.1 



Having not more than 7 jewels,. 70 cents each; having more than 7 and not more 
than II jewels, $1.35 each; having more than 11 and not more than 15 jewels, $1.85 
each; having more than 15 and not more than 17 jewels, $1.25 and 25 per cent ad 
valorem, converted as follows: 



Years. 



1910 11,688 

1911 1 17,182 

1912 20,244 

1913 1 16,880 

1914 2,415 




Having more than 17 jewels, $3 and 25 per cent ad valorem, converted as follows: 



Years. 



I 



I Number. Duties. 



1910 
1911 
1912 
1913 
1914 



3,766 
5,410 
5,859 , 
5,549, 
1,626 



Specific 
duty. 



$41,432 
55,036 
55,056 I 
56,776 
16,235! 



111.00 

iai7 

9.39 
ia50 
9.98 



FORDNEY BILL. 

Having less than 7 jewels, 75 cents each; having 7 and not more than 11 jewels, 
$1.25 eacn; having more than 11 and not more than 15 jewels, $2 each; having more 
Uian 15 and not more than 17 jewels, unadjusted, $2.75 each: having 17 jewels and 
adjusted to temperature, $3.50 each; having 17 jewels and adjusted to three positions, 
$4.75 each; having 17 jewels and adjusted to 5 positions, $6.50 each; having more than 
17 jewels, adjusted or unadjusted, $10.75 each. 

GIST OP PORDNBY BILL CHANGES. 

1. The Fordney bill — covers movements knocked down for reassembling. 

2. Classifies clock watch separately. 

3. Classifies 17-jewel movements according to adjustments. 

4. Provides straight specific duties on all grades which are no higher on an average 
than the duties provided in the Payne law. 
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5. The duties are based on prewar conditions. 

6. Canies the marking provisions practically the same as the provisicms of the 
Payne and Underwood buls. The provisions of the Underwood bill as to marking are 
followed almost verbatim with the exception that the provision of the Payne law re- 
quiring the number of jewels to be marked both in words and Arabic numerals is 
aidopted in the Fordney bill. This requirement is made for the purfxise of stopping 
the fraud resulting from bringing a 17 jewel movement in marked **7'' jewels and then 
engraving the numeral ''1'' m m>nt of the numeral *'?'' after the movement has been 
cleared, thus defrauding the Grovemment. 

The following are the oflkial figures furnished on February 10, 1921, by the United 
States Tariff Commission, showing imports of watcher and parts for each year from 
1895 to 1920: 

1896.... $988,004 

1896 1,086,855 

1897 1,107,080 

1898 566,674 

1899 747,729 

1900 969,406 

1901 1,117,255 

1902 1,237,562 

1903 : 1,443,184 

1904 1,559,428 

1905 ^ 1,737,678 

1906 1,912,811 

1907 2,134,037 

1908 1,555,944 

1909 1,406,805 

1910 1,253,008 

1911 1,637,857 

1912 1, 660, 857 

1913 1,951,579 

1914 2,669,200 

1915 2,301,323 

1916 2,933,964 

1917 4,975,901 

1918 8,274,853 

1019 9,215,189 

1920 12,608,624 

Statement in Support of Paragraph op the Fordnev Bill Relating lo 

Watch MlovBMENTa. 

The Fordney bill, pan^raph 367, is satisfactory to the interests represented. 

It baa been demonstratea and will not be seriously denied that American-made 
watch movements are as accurate and reliable timepieces as are manufactured any- 
where in the world. From the standpoint of the consumer, American watches have 
many advantages over the foreign-made product. First of all, they are made in 
America by American workmen. The quality is uniform, repairs are more easily 
made because of the interchangeable material which is always available, and th*e 
American manufacturer of known reputation stands back of hUa product. There are 
no faJce watch-movement manufacturers in this country. The American consumer, 
therefore, gains nothing by buying a foreign-made watcli moyement. 

Hiere is no combination in the business, and the fiercest competition as to quality 
and prices is evidenced ever\'where, so that the public is assured the highest quality 
obtainable at the lowest possible price consistent with American wages and conditions. 
From SO to 90 per cent of the cost of producing watch movements in America is labor. 
In the light of such conditions, is there any reason in the world why the American 
market should be turned over to the producers of foreien-made goods? 

A circular recently issued by watch importers states that "about 70 to 90 per cent of 
almost every jeweler's watch business these days is in watches the movements of which 
are imported." The circular then attacks the Fordney bill in general terras both as 
to rates and marking provisions, but does not set out the facts in regard to the rat>oB 
or the marking provisions. 

Attached hereto is a comparison and analysis of the paragraph relating to wat<:h 
movements in the act of 1909, act of 1913, and revision ot 1921. Examination of tho 
paragraphs and the analysis will show that the rates of duty in the Fordney bill are 
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on an average no higher than the rates of duty in the Payne Act of 1909. The marking 
provisions are practically the same as the marking provisions of the Payne law and 
the Underwood law. The onl^ real material change or difference is to be found in 
the strengthening of the provisions that will require the impcnrter to be honest and not 
cheat the Government and American consumers. 

Bearing in mind that the rates are not materially higher than they were under the 
Payne law and that the marking provisions are practically the same, I call attention 
to the following official figures ot the Tariff Gonmussion showing the history of the 
importation of watches and parts during every year from 1895 to 1920. These official 
figures show that the importations of watches and parts increased from $1,951,579 in 
1913 to $12,608,624 in 1920. The importers claim that they control from 70 to 90 
per cent of every jeweler's watch sales. Therefore, the provisions of the Fordney 
Dill being no increase over the Payne law and the marking provisions practically 
identical, the bill is certainly not unfair to the importer, to say the least. 

In connection with the stamping provisions, particular attention is called to the 
exhibits attached hereto, Exhibit No. 1 showing the effect of stamping provisions on 
railroad time service with a statement by the general time inspector lor American 
railroad systems that '*to permit foreign watches to come into tnis country without 
such markings is tempering dangerously with human life and property.*' 

American watch manuracturers in making their recommendations to the Ways 
and Means Committee made it very plain that all they asked was to have tiie difference 
in the cost of production at home and abroad equalized on tlie basis of prewar condi- 
tions. They are seeking no special advanta^ or special favors. They recom- 
mended that duties be provided and that markings be required that will protect the 
consuming public and the Government against undervaluations and frauds and 
afford reasonable protection to the American manufacturer and employer of labor. 

Some of the recommendations of American manufacturers were adopted by the 
Ways and Means Committee. Others were rejected. A number of hearings were 
had before the Ways and Means Committee in charge of the metal schedule. A great 
deal of evidence was submitted upon every point raised and every change made. 

I shall take up in detail the changes that were made in the paragraph, setting out 
as clearly as I can the iscia and alignments submitted in support of sucn changes. 

Analysis of Watch Pahaorafh in Fordnbt Bill as compared with the 

Payne Law. 

Knocked-down movements: The words '^ assembled or knocked down" are added 
in the third line. Testimony submitted before the Ways and Means Committee 
showed that quite a business has been built up in this country through a system 
put into operation for the purpose of evading the payment of duties on completed 
watch movement?. 

Foreign-made movements wjiich have been completed and timed are taken apart 
before being sMpped to the United States and for the purpose of evading the auty 
are brought into this country as material, afterwards being assembled and sold in 
competition with American watches. 

The f9llowing affidavit, which is part of the re(^ord of the testimony submitted to 
the Ways and Means Committee, explains fully the system, and the words '* assembled 
or knocked down" added in the third line we believe will, to some degree, remedy 
and make impossible the continuation of this fraud upon the Grovemment: 

State of Illinois, County ofSanijamon, $$: 

Jacob Bunn, being sworn, says that he is the president of the Illinois Watch Co., 
of Springfield, 111., a manufocturer of watch movements; that the accompanying 
watcn movement, No. 100,090. being a 21-jewel movement of Swiss maniintcture, 
was purchased in the city of Cnicago for $8; that affiant is informed that said watch 
movement was imported into this country ''knocked down"— that is, all the parts 
of said movement were, according to affiant's information, brought in as watch 
material, on which there is a duty of from 10 per cent on jewels to 40 per cent on 
other parts. According to affiant's said information, all the parts sufficient to make 
said complete watch movement were broueht in at a valuation of leas than 65 centp. 
Affiant was informed further that said watch movement was imported by the ''Arrow 
Watch Co., Chicago.*' 
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Affiant Bays that the model lor said watch movem«[it is an exact copy of a watch 
movement being manufactured by the Illinois Watch Co. and known as the IlUnois 
Watdi Co.'s recent 16-«i8e bridge model. The Illinois Watch Go.'s imports for the 
recent 16-size model above refmed to are the jewels (which in a grade similar to the 
accompanying movement would be 21 jewels), a balance, a nudnspring, a hairspring, 
and three hands. Affiant says that the material alone which the Illinois Watch Co. 
imports for said movement is brought in at a valuation of over 70 cents, which, ac- 
cording to the information of affiant, is more than the value placed upon the entire 
watch movement accompanying this affidavit, imported as aforesaid. Affiant says 
that said accompanying watdi mov^nent was taken down in the factory of the Illi- 
nois Watch Co., and that each of the plates of said watch mov^nent has a correspond- 
ing number, which is conclusive evidence to affiant that said movement was assembled 
and timed and adjusted (if it is adjusted, it being engraved adjusted to positions) in 
Switzerland. Affiant says that he showed the material in said movement to an 
importer, and that said importer informed affiant that the material in said movement 
is undervalued from 400 to 600 per cent. 

Jacob Bunn. 

Subscribed and sworn to before me this 3d day of February, 1913. 

D. H. Irwin, Notary Public. 

Classification: Watch movements having less than seven jewels are classified sepa- 
rately, and the Fordney bill provides such a classification in the follo¥ring language: 
**If having less than seven jewels, 75 cents." 

Clock watches, which are known as the dollar watch, but which range in price 
anywhere from $1 to $3, contain no jewels. The value of the clock watch is de- 
termined upon an entirely different basis than the value of jeweled watches, as will 
be hereinafter explained. 

American watches are nearly all jeweled as follows: 

Seven-jewel grades have balance upper and lower end stones^ balance upper and 
lower hole jewels, receiving and discnaiging pallet jewels, and a roller jewel. 

Eleven-jewel grades have balance upper and lower end stones, balance upper and 
lower hole jewels, receiving and discharging pallet jewels, a roller jewel, third upper, 
fourth upper, escape upper, and pallet arbor upper hole jewels. 

Fifteen-jewel grades nave balance upper ana lower end stones, balance upper and 
lower hole jewels, receiving and discharging pallet jewels, a roller jewel, third upper 
and lower, fourth upper and lower, escape upper and lower, and pallet arbor upper 
and lower hole jewels. 

Seventeen-jewel grades have balance uppeor and lower end stones, balance upper 
and lower hole jewels, receiving and discharging: pallet jewels, a roller jewel, ana the 
third pinion, fourth pinion, escape pinion, pallet arbor, and center staff upper and 
lower pivots are joumaled in hole jewels. 

Nineteen-jewei grades have balance upper and lower end stones, balance upper 
and lower hole jewels, receiving and discharging pallet jewels, a roller jewel, ana the 
third pinion, fourth pinion, escape pinion, pallet arbor and center staff, barrel arbor 
upper and lower pivots are joumaled in hole jewels. 

Twenty-one-jewel grades nave balance upper and lower end stones, balance upper 
and lower hole jewels, receiving and discharging pallet jewels, a roller iewel, upper and 
lower third and fourth hole jewels, upper and lower escape pinion nole jewels and 
end stones, upper and lower pallet arbor hole jewels and end stones, upper and lower 
center staff hole jewels. 

Twenty-three-jewel grades have the same jewels as 21-jewel movements, with 
the exception of two additional jewels for the barrel arbor pivots. 

It would be impossible to determine the exact number of jewels in a watch move- 
ment without removing the dial and hands, and this may cause trouble of various 
kinds, as there is always the liability of disturbing the adjustments, breaking duds, 
pivots, jewels, etc.^ and the rating of the watch should be tested again to insure its 
bein^ in good condition. 

This chani^e in the classification we approve: 

Classification complete: Watch movements have been classified, for tariff purposes 
in the past, as follows: Having not more than 7 jewels, having more than 7 jewels 
and not more than 11 jewels, having more than 11 jewels and not more than 15 jewels, 
having more than 15 jewels and not more than 17 jewels, and having more than 17 
jewels. 

Seventeen-jewel movements are made unadjusted, adjusted to temperature, 
adjusted to three positions, and adjusted to five positions. All movements containing 
over 17 jewels are periiaps universally adjusted, oeing adjusted to temperature and to 
position; while movements containing less than 17 jewels are known as the lower-grade 
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movements, and are seldom adjusted. In order to make the classification of watch 
movements complete, therefore, 17-jewel movements should be classified as follows: 
Seventeen jewels, unadjusted; 17 jewels, adjusted to temperature; 17 jewels, adjusted 
three positions; and 17 jewels, adjusted five positions. 

A 17-jewel movement adjusted to temperature and five positions will cost to produce 
and will sell for more than three times what a 17-jewel movement imadjusted will cost 
to produce and will sell for, so it is apparent that a claesification of 17-jewel movements 
as contained in the Fordney bill will remedy a serious defect in fcnmer laws. The 
difference in the cost of production is due almost solely to the cost of labor in adjusting 
the movement. Under the Dingley Act, as well as the act of 1909^ an unadjusted 
17-jewel movement is brought in imder the same rate of duty as a 17-]ewel movement 
adjusted to temperature and five positions, no account being taken of the adjustments 
which are so potent in determining the value of these wat<£es. 

The classification in the Fordney bill can be considered complete for all practical 

SurpKMes and would cover every kind and grade of watdi movement manufactured : 
[avin^ no, or less than 7 jewels; having 7 jewels and not more than 11 jewels; having 
more tnan 11 jewels and not more than 15 jewels; having more than 15 jewels ana 
not more than 17 jewels, imadjusted; having 17 jewels, adjusted to temperature; 
having 17 jewels, adjusted three positions; having 17 jewels, adjusted five positions; 
and having more than 17 jewels. 

It will be observed from the foregoing that watch movements are capable of a very 
simple and, at the same time, complete classification, because the grade of all watcn 
movements and their approximate value is determined by the number of jewels 
each watch movement contains, together with the number of adjustments. 

We ursed before the committees of Congress in 1908 and 1909 that, in view of the 
simple classification above outlined and in view of the evidence submitted of cases 
of flagrant imdervaluations, the ad valorem duties provided in the Dingley law on 
all grades of watch movements should be dropped and a stndght specific duty should 
be provided on all grades. This suggestion was adopted as applied to the lower 
grades of watch movements, but the old combination specific and ad valorem duty 
was retained on the higher grades, where t^e temptation to imdervalue the move- 
ment is 80 much greater. The Fordney bill contains the complete classification. 

Methods of adjustment: We quote from the opinion of V. S. Corey, superintendent 
of the Hamden Watch Co., in regard to adjustments. His opimon is printed in 
tariff hearings. 

" Seventeen-jeweled watch movements are not always adjusted, some of them 
being merely timed to run within a few seconds per day; others are adjusted to tem- 
perature only; some to temperature and thtee positions; and some to temperature 
and five positions. Nineteen, 21, and 23 jeweled watches are usually adjusted to 
temperature and five positions. 

"Adjusted to 'temperature,' 'isochronism,' and 'position* are terms used in con- 
nection with watches which have been given the following treatment, and all move- 
ments adjusted to position are adjusted to isochronism: Alter the watches have been 
assembled they are run for a period of time, usually 24 hours, to ascertain whether 
the arcs of vibration of the balance are maintained within a certain limit. Isochro- 
nism, as applied to watches, means that when the long and short arcs of vibration 
of a balance are made in equal time, irrespective of whether the mainspring is fully 
woimd or nearly run down, the hairspring which assists in the control of the balance 
is isochronal or isochronous. There are, however, certain infiuences which may 
disturb the isochronous spring, as a defective action of the escapement, difference 
in size of pivots, change in the weight of a balance, or a variation in the motive force. 

"The movements are placed in a box constructed with a thermostat or regulator, 
which keeps a uniform temperature of about 102° F. , for the purpose of adjusting them 
to temperature. After nmnins in this box for a number of hours a note is made of the 
effect of the heat, and the watches are then placed in another box having a temperature 
of 34 ' F., and another run is made and the variation, if any, noted. If the watches 
show a variation in these extremes of temperature, changes are made in the position of 
the screws to compensate for the error. If this is not accomplished in one trial, similar 
treatment must be given them until they run correctly. 

"In making the changes in the temperature adjustments, movine the screws to 
correct the error will, in most cases throw the balance 'out of poise. This necessi- 
tates repoising the balance before proceeding with the position and test. The watches 
are then run with the pendant vertical and timed in this position until they run within 
a few seconds in 24 hours. The watch is ready at this time to be put through the tests 
for position rating, and is run for 24 hours with the dial up, and a notation made of its 
rate in tlris position. The movement is then run with the dial down for 24 hours, and 
its rate taken as before. In the third test the watch is run for 24 hours with the peod- 
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ant upright, and a record is made of its performance in this position. The fourth posi- 
tion test is with the pendant in a horizontal position, turned to the left, and a run of 
24 hours is again made and its rate noted. The fifth position is with the pendant 
turned to the right, in a horizontal position, and the 24-hour run is made as before, and 
its rate recorded. After making these tests it is often found that the watches do not 
run within the required limit, and the watches are turned over to expert workmen, 
known as ' position men, ' who make changes which, by long experience, have been 
found necessary to correct the errors which may have been caused in various ways, as 
hairspring being soft, not properly tnied; defective collecting, studding, brequeting, 
and leveling of the hairspring; or it may be that the hairspring is not free between the 
regulator pins; the balance pivots may differ in size or be damaged in handling; and the 
hole jewels may not be well polished; or there may be too little or too much freedom 
between the pivots and the jewels, either in their annular bearings or between the end 
stones. 

*'1 he fork and roller action may be defective; the escapement may not be properly 
banked, the draft of the pallets may be unequal, the lock may be too strong or too light. 
The wheels and pinions of the train may be defective, of the pivots of the pinions may 
not be free in the jewels. Jewels may be set out of upright, or may be chipped or 
cracked. 

" A mainspring with poor temper may cause much trouble, or the wheels which carry 
the hour and mmute hands may be defective. After the changes which have been 
found necessary are made the movements are again run in the five positions mentioned 
before, and it is not an unusual thing that a watch may reauire tnis treatment many 
times, and it frequently takes seversJ months before it will run within the required 
rating. 

'*The material used in manufacturing watch movements, with the exception of the 
jewels and settings, does not differ greatly in quality in the high and low grades, the 
nickel plates, brass wheels, steel from which the pinions, screws, springs, and wheels 
are made being of the same quality in hi^h or low grade watches. ' 

Duties: Tlie Fordney bill provides speafic duties only on all grades of watch move- 
ments. That watch movements are different from any other article with which the 
Congress has had to deal is clearly set out in a statement made January 26, 1912, on the 
floor of the House of Representatives, by Hon. A. Mitchell Palmer. His speech is 
reported on page 1432 of the Congressional Record, from which I quote the following: 
^'The only articles covered by the metal schedule where an ad valorem system of 
duties would be likely to result in serious undervaluations are cutlery and watches. 
The danger is possibly greater in respect to watches than any other articles in the tariff 
law. A watch movement is an extremely delicate piece of machinery, and its grade 
and approximate value are determined by whether or not it has been subjected to 
certain processes of manufacture which can not readily be disco vered4>y the appraisers. 
The number of jewels and adjustments has always been and will continue to be the 
true standard for determining the value of the movement. The lowest grade of move* 
menta, as classified under the present law, are those having seven jewels or less, and 
the importations of these at the average unit of value of only $1.07 have been very 
extensive. These cheap watches are seldom, perhaps never, adjusted to either tem- 
perature or positions, but the higher grade movements, containing more than seven 
jewels are Ittgely adjusted either to temperature or to positions, and the best watches, 
containii^ 17 jewels or more, are all adjusted both to temperature and to five positions . 
Th^ adjustments reauire a long time in the manufacture and add much to both the 
cost and the value of tne watch. No appraiser, however skilled, could determine the 
fact as to these adjustments and the consequent effect upon importing value by an 
examination of the movement however critical. 

'' Not even by taking the watch apurt, which is obviously not practicable but which 
it would be necessary to do to determine the number of jewels, could the adjustments 
be discovered. In consequence, solely for the purpose of preventing hraud and 
undervaluationB and to assist in the administration of the law, we have retained all 
the marking provisions of the present law and have amended them so as to require 
the plate to be marked if the watch movement is imported * knocked down.' Undei 
the present law the provision as to marking has been evaded by importing the move- 
ments in parts and assembling them here alter importation. It is oelieved this new 
|»ovision will, to a laige aegree, stop this practice and make it possible for the Gov- 
ernment officers to assess and collect all the revenue on these articles which the law 
intoids shall be paid." 

Ad valorem rates of duty are bound to lead the importer to resort to fraudulent 
practices, because, as Mr. Falmer sa3rs, '*No appraiser, however skilled, could deter- 
mine the foct as to tliese adjustments and the consequent effect upon importing 
value by &n examination of the movement, however critical.*' 
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Watch movements, becaiuse of their intricate construction, beinjg: in a class by 
themselves, it being impossible to determine their value b^r inspection, offer to the 
importer the opportunity for undervaluation, and without rigid stamping provisions 
and specific duties the door is left open for fraud which can not be detected. The 
only safeguard for undervaluations is a specific duty and comprehensive provisions 
as to stamping, such as are provided in the Fordney bill. 

Rates of duty: The information submitted in r^ard to rates of duty, cost of produc- 
tion, eto., before the Ways and Means Committee was based entirely upon prewar 
conditions. The rates of duty in the Fordney bill, as shown by the comparison, are 
no higher than the duties provided in the Payne Law, as the specific rates upon the 
higher grades are practically the same as the combined specific duties collected 
during tne operation of the act of 1909, as the converted figures show. 

The Dingley law provided mixed duties, specific and ad valorem, as follows: 7- 
jewel, $0.35 and 25 per cent ad valorem; 11-jewel, |0.50 and 25 per cent ad valorem; 
15>jewel, $0.75 and 2^ per cent ad valorem; 17-jewel, $1.25 and 25 per eent ad valorem ; 
over 17-jewel, $3 and 25 per cent ad valorem. 

Converting these figures into straight specific duties, we have the following: 7- 
jewel, $0.59; 11-jewel, $1.01; 15-jewel, $1.67; 17-jewel, $3.19; over 17-jewel, $10.73. 

The above calculations are made by taking as a basis therefor the average declared 
values in each classification of all watch movements imported into this country under 
the Dingley law, which figures are taken from the Government's report entitled 
''Imports and duties." 

Under the Dingley law and the act of 1909 there was no distinction made in the 
classification between so-called clock watches, or watches having no jewels, and 
7-jewel watches. In other words, they all came imder the same classification, namely, 
having seven jewels or less, the result being that the unit of value of the low-grade 
watohes in this clMsification was very materially reduced, which accounts for the 
fact that under the Dineley law the combined specific and ad valorem duty of 35 
cents and 25 per cent ad valorem figured only 59 cents. The duty was increased 
under the act of 1909 to 70 cents stnd^t specific on these grades of movements. 

The amount of 70 cents is not a fair basis on which to detormine the protection that 
should be afforded the 7-jewel movement, for the reason that it applied also to 
clock watohes of much lower value. To correct this inequity and to afford an accu- 
rate classification, the suggestion was made and adoptea in the Fordney bill that 
7-jewel movements be classed with 11-jewel movements and that clock watches and 
all watches having less than seven jewels be classed separately. The amount of $1.25 
specific duty, as provided in the Fordney bill on movements having 7 jewels and not 
more than 11 jewels is a fair rate and would be a rate that is not in excess of the duty 
provided in the act of 1909 because the specific duty of 70 cents under the act of 
1909 included low-value clock watdies. 

Ladies' tmalUnize movements: It is well known that American manufacturers have 
not been able to compete with foreign manufacturers on ladies' small-size watches^ 
and, therefore, foreign' manufacturers have in this country almost a monopoly in 
that business. In order to encourage American manufacturers in nroducinfir the 
small-size ladies' watch we suggest tmtt the following provision be aaded doubling 
the duty on these grades. 

^^ Provided, That all watch movements whose diameter on the dial side is 1 inch 
or less the duty shall be twice the duty hereinbefore {provided on each grade. " 

Marking provinons: The act of 1909 was the first tariff act to provide comprehen- 
sive stamping provisions for watch movements. That part of the paragraph was 
written aner an exhaustive investigation and the submitting of testimony showing 
the frauds that were being perpetrated by importers of foreign-made watches re- 
sulting in a loss of revenue to the Crovemment and in practicaUy vitiating the pro- 
tection to American manufacturers. We attach as Exhibits Noe. 1 and 2 the following 
upon this subject: 

Copy of letter of Webb C. Ball, general time inspector for American railroad svb-^ 
terns, mileage of over 100,000 miles: *'To permit foreign watohes to come into this 
country without such markings is tampering dang^xmsly with human life and prop- 
erty" (p. 41). 

Letters and affidavits in regard to exhibit fraudulently marked '*Time Ball Special, " 
ete., detected in the hands of eaxployee of Chicago, Burlington & Quincy Railroad 
Co. 

Letter from Hamilton Wateh Co., in regard to fraudulently marked Swiss move- 
ments. 

Affidavit of George E. Hunter in regard to fraudulently marked Swiss movemento. 
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Act of 1913. 

The stamping provisions of the act of 1913 were strengthened in a number of particu- 
lars. However, there was one change made in the Underwood law which weakened 
the stamping provisions of the Payne law, and the Fordney bill restores the Payne 
law provisions. 

The act of 1909 provided for the markine of the number of jewels and adjustments 
upon watch movements, said number to be expressed ''both'' in words "and" in 
Arabic numerals. If the importers were able to carry out the marking provisions of the 
Payne law during the years it was in operation, which provided that the number of 
jewels and adjustments should be expressed both in words and in Arabic numerals, 
they certainly would be able to do it under the provisions of the Fordney bill, which 
are identical. It has been demonstrated by the United States Mint at Philadelphia 
that on a piece of metal Uie size of a dime the entire Lord's Prayer can be die sunk, 
and an exnibit of that kind will be submitted with this brief. The act of 1913 changed 
the provision of the act of 1909 providing that the number of jewels and adjustments 
could be marked in ''either" ^ords "or'' Arabic nvunerals, the effect of which change 
was that a 17-jewel movement could be imported stamped merely with the nvuneral 7 
and the duties paid accordingly, it being a simple matter to engrave the numeral " 1 " 
m front of ihe numeral "7,'' making it ^'17 " after the movement had been cleared, 
thus detraa<ting the Government without any very great danger of detection. By 
providing that the number of jewels and adjustments should be marked both in words 
and in Arabic numerals the possibility of such a fraud is eliminated. 

Dbpinition op Jewels. 

The Fordney bill provides at the end of the paragraph a definition of jewels which 
will materially strengthen the law. It is a common practice for manufacturers of fake 
goods to place upon watch movements jewels which serve no mechanical purpose 
which are made of celluloid and, therefore, are not jewels at all, but which are fraud- 
ulently represented to be frictional bearings. 

Jewels tnat determine the value of watch movements must serve a mechanical 
purpose as frictional bearings. The exhibit attached above referred to marked "No. 
2, '* should convince anyone of the importance of the marking provisions. 

We believe that if the various provisions of the Fordney bill, paragraph 367, are 
adopted they will not only serve to protect the American manufacturer by insuring 
the nonest collection of the duties provided but will increase the revenue to the Govern- 
ment. No honest importer or manufacturer can object to them and all who are 
interested in square dealing and honest merchandising should approve of them. They 
will protect the honest merchant, the honest manufacturer, ana the public. 

.Official RAiiiJioAD Time Service and Watch Inspection. 

Cleveland, Ohio, May 29, 1909. 
Hon. T. E. Burton, 

UniUd States Senator , Washinffton, D. C. 

Dear Si^: Again relerriiKg to tiiat part of the tariff bill which has a bearing on 
the importation of Swiss watches, I wish to give you eiome further information on the 
subject. 

For 20 years I have had charge of the time service and watch inspection depart- 
ments for several important American railroad companies, and at the present time 
I am general time inspector for the following lines: Union Pacific Co., Southern 
Pacific Co., niincos Oeoitral Railroad Co., Baltimore & Ohio Railroad Co., Missouri, 
Kansas <Sc Texas Railwav Co., Oregon Railroad <& Navigation Co., Rode Island lines, 
and companies under their control; all the Vanderbilt lines, besides several other 
large systems, the mileage of wMch run consid^^bly over 100,000. 

Yon can readily understand this large territory, extending from Boston in the 
East to San Francisco in the West, and from New Orleans in the South to St. Paul 
in the North, embraces the most important part of the United States, and the expe- 
rience I have gained in connection with the administration of this service has ac- 
quainted me with all the different makes and qualities of watches of American manu- 
facture, as weU as foreign, that are brought into service in the way of timepieces 
which govern the movlement of trains. 

The provisions in paragraph 189 of the tariff bill requiring the name of the manufac- 
turer and location, together with the number of jewels and adjustments, be plainly 
stamped on all imported watch movements, I consider of the greatest importance as a 
safeguard to the railroad time service and watch inspection now in operation on 
American railroads, and it applies as well to the si^ety of the traveling puolic and the 
^shippers who patronize these railroads. 



Digitized by 



Google 



2018 TABIFF HEARINGS. 

To permit foreign watches to come into this coimtry without such markings is 
tampering dan^^erously with human life and property. 

Hundreds of fraudulent Swiss watches are sold to railroad employees who are 
directly responsible for the transportation of their fellow employees and the traveling 
public and the shipping of live stock and merchandise. 

It is a well-understood fact that certain American-made watches fully meet all 
requirements of railroad standard watches, and one of the greatest hazards we have 
to contend with as time inspectors is the Swiss-made watches bearing markings count^- 
feiting well-established railroad standard watches and which railroad employees are 
induced to purchase through fraudulent means and misrepresentation. 

So complete has been the deception in many instances that our local watch inspec- 
torsj who are not experts, due to the fact of their being located in inland towns and not 
having had experience, these counterfeit watches frequently get into service and 
remain in the hands of employees sometimes for several months before finally being 
detected and taken out of service. 

Nothing is more important in the safe and prompt movement of railroad trains than 
reliable watches in the hands of employees in chstige of such trains. 

A watch can truly be classed as a valuable ** safety appliance/' for without such 
watches every wheel would stop. 

An instance of this kind occurred quite recently. I refer to the extraordinary 
snowstorm and blizzard that swept over the country on the 4th of March last, at the 
time of the inauguration of President Taft. 

Nearly everyone traveling to Washington has a keen recollection of the delay and 
the hazard involved in the movement of trains, due to the fact that telegraph wires 
were all down and communication in that direction was entirely cut off, and em- 
ployees in chai|:e of trains were obliged to depend absolutely on the correct reading 
of the watches in their pockets. The truthfulness of this statement can be verified 
by inquiring of some of the prominent officials whose trains were delayed, due to the 
extraordinarv weather conditions. 

As general time inspector for the important railroad lines above enumerated, I 
have about 1,000 watcn inspectors located at the terminal points along these lines, 
who inspect and look after tne rating of the watches of the employees, under instruc- 
tions issued from my department, approved by the operating officers of the different 
lines. ^ 

At the large cities it is easy to secure competent expert watch inspectors who are 
thoroughly famiUar with all the different makes and grades of watcnes, but at the 
inland, small points, we find great difficulty frequently in securing competent, ex- 
perienced watch inspectors, and we are obliged to keep check on such points by 
sending over the lines, at frequent intervals, traveling expert watch inspectors who 
check up the work of these inland inspectors and instruct and educate them as to 
their duties and the proper way to handle the service. 

I have a large corps of assistants who are skilled in this kind of work and, in order 
to properly administer the service, offices are maintained in Cleveland, Chicago, 
and San Francisco. 

The duties of my assistants connected with these offices are to check up the records 
of the local inspectors and see to it that the employees' watches are of the proper 
standard and maintained in reliable timekeeping condition, thereby safeguarding the 
traveling public, the shippers, the employees, and the railroad companies' interests. 

From this general outline you will understand the importance of securing for this 
service watches about ^^ch every hazard of doubt and uncertainty is reduced to the 

minimi^fn, 

I have before me a Swiss-made watch which was brought into my office yesterday 
by a man who loaned a railroad employee $5 on the watch. The markings on this 
watch are as follows: **Missouri Pacific/' ^'Specially adjusted," "Extra quality," 
* * Highly 21 jeweled, " " Swiss. ' ' I find it has nve jewels made of glass and the center 
jewel, one of the most important bearines in the watch, has the appearance of a ruby, 
but upon examination we find it is made of red wax. 

The markings on iMs watch initicate that the figures giving the number of jewels at 
"21," were stamped on the plates after the watch passed through the customhouse. 
This is certainly one of the worst frauds that has come irnder my observation. 

I have another watch mov^nent before me which was recently detected in the hands 
of a railroad employee. It bears the following markings on the plates: ' * BeU special, ' ' 
"23 Rubv jewels," "Adjusted." On the <tial is also marked "Bell special." The 
number ^^23" was stamped on this watch evidently after it passea through the 
custcMiihouse, as it is a very rou^ job, while the other lettering is plain and welldone. 
This watch has only seven glass jewels. The general inside finish of both watches, 
and under the dial, is very rough and poor. 

During the years I have had chaige of this time s^vice work we have detected 
and taken out of service hundreds of such dangerous machines, and I do not know of 
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any greater protection that can be afforded tiie traveling public, the shippers, the 
employees, and the railroad companies than the enforcement of the provisions in 
para^ph 189 of the tariff bill; and, furthermore, these same provisions will protect 
the int^^ty and high standing of reliable Swiss manufacturers who have spent large 
sums of money and years of patient skill and experience to produce watches that 
can be depended on and have gained a world-wide reputation. Certainly no harm 
can come to them or American merchants and their customers by having the provisions 
in paragraph 189 of the tariff bill fully complied with. 

I wish to further state, if the provisions of this tari£f bill in regard to the stamping 
of Swiss watches are fully complied with, it will render valuable assistance to the time 
service department in maintaining the service along such lines as will bring the 
highest degree of efficiency and safety to the railroads and the important interests 
involved in connection therewith. 

YourB, truly, ^^33 C. Ball, 

General Time Inspector. 

Mr E C Fitch Cleveland, Ohio, February tO, 1909. 

' PresiderU Waltham Watch Co., WaUham, Mass. 

Dear Mr. Fttoh: Attached herewith please find two letters from E. J. Heather, 
employed by the Chicago, Burlington & Quincy Kailroad Co., at Peruque, Mo., that 
recite nis experience with the Swiss counterfeit watch which you have, and incUcating 
that he purchased it under the impression that he was securing one of our ^'Bw 
Railroad Standards." 

You can understand that the manufacturers of this counterfeit have provided a 
very good opportunity for misropresentation by stamping their movement ''Time 
Ball Special/' 

Here is a definite instance where the employee of a large railroad system, thinking 
to secure one of our watches, was deceived into purchasing a worthless imitation. 
You«. very truly, The Wbbb C. Ball Co., 

Per S. Y. Ball. 

Chicago, Burlington & Qdinct Railroad Co., 
The Wfbb C. Ball Watch Co., P"^*^- ^'>-' -P"'*""^ 7, 1909. 

Cleveland, Ohio. 
Gentlemen: Yourletterof February 5. So far the watch has not showed up. The 
only thing I will do I will accept your check for $5. Nothing less goes for the watch. 
I can get that much for it here, as that 21 J. will sell it. Please return watch or mail 
your cneck. 

Yours, truly, ^ j heatheb. 

The Webb C. Ball Watch Co., Peruque, Mo., February 77. 1909. 

Cleveland J Ohio. 
Dear Sirs: You asked for the particulars as how I came in possession of the ''Ball 
Special' ' watch I sent you for examination as to the value and for cleaning. I bought 
this from one man and a boy. They were dressed fairly good, but claimed they were 
out of funds and wanted to get to St. Louis and offered the watch in question for sale 
at a sacrifice, so they put it, claiming that it was "Ball Special,' ' with 23 jewels, and 
was worth, or cost them, as near as 1 remember, about $!^, and that it was a number 
one watch, etc. But before I bought I called up a man over the phone who handles 
watches as a side line and he told me that the Webb C. Ball Watch Co. was good, of 
course. 1 thought 1 was getting something for nothing and supposed the watch was 
a regular Webb C. Ball. 

Yours, truly, E. J. Heather. 

APFIDAVrr OP EDWARD A. MARSH. 

I have this day made a careful and detailed examination of a watch movement, 
on the top plate of which is stamped the number 172,654; also the following words: 
**Time Ball Special," ''Nonmagnetic," "Six positions," "Highly 23 jeweleS"; also 
the word "Swiss. " On the steel cap coverinj^ a portion of the regulating mechanism 
is stamped the word "Adjusted." On the dial are the words "Time Ball Special" 
and "Jeweled" in Roman letters, and over the second circle the word "Adjusted" 
in script. 

81527—22— SCH 3 21 
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This movement would be briefly depcribed as '*18 size, open face, full plate, stem 
winding, and lever setting. '* 

The construction would be technically known as a 'M piUar model, " with a "right- 
angle escapement" and "going barrel. " 

In detau it is described as follows: The plates and bridges are of brass, but plated 
to represent, or imitate, nickel — that being the metal used m the majority of American 
watcnes ana used exclusively in the higher erades. 

The workmanship throughout is coarse and the finish is cheap. The top plate con- 
tains four jewels, wnich are set in the plate itself, althoi^h there is an attempt to rep- 
resent separable settings by surrounding the jewels by circular lines and by the inser- 
tion of screws, such as are used in high-grade American watches, to secure the jewel 
settings in place. The balance cock contains the usual two jewels — a "hole" jewel 
and an "end stone." The lower plate contains no jewels. 

The potance, or lower support oi the balance staff, contains one whole jewel corre- 
sponding to that in the cock, or upper support of the balance staff, but in place of a 
jewel end stone, a flat steel di^k is used. The pallet (which in all ordinary American 
watches cbntains two jewels, which act upon the teeth of the escape wheel) has no 
jewels at all. The roller, in place of the ordinary "jewel pin, " has merely a piece 
of brass wire. The entire number of jewels, contained in this movement is seven, 
instead of 23, as stamped on the top plate. Note that the figures " 23 " are not stamped, 
but were evidently engraved after the watch passed the customhouse. The oody 
of the balance wheel is comp<^ed of a single piece of nickel instead of being bimetallic, 
as in the regular compensating balances. The rim screws in the balance are r^ly 
imitation screws. The hairspring is so badly out of proper shape as to be entirely 
unrealiable, and would render impossible any adjustment of the watch to varying 
positions. Concerning the markings on the top plate, it seems evident that the word 
"highly" and the word "jeweled '"were widely separated, for the purpose of fraudu- 
lently inserting a fictitious number, so that wfiile this movement could be invoiced 
as a "seven jewel" movement, it could, after customhouse inspection, be engraved 
to describe, represent, or indicate any desired number of excess of seven. The differ- 
ence in the appearance of the figures and the words between which they appear gives 
strong evidence that this was done. Furthermore, it seems evident that the name 
"Time Ball Special" was adopted and used to mislead purchasers into the belief 
that they were buying a watcn commonly known as the "Ball Railway Special," 
Mr. Webb C. Ball being chief time inspector on 70 of the railroads of the United States, 
covering more than 60,000 miles. This belief is confirmed by the accompan3ring 
letters from E. J. Heather and Webb C. Ball, the official time inspector above men- 
tioned. While the word "Nonmagnetic" is not absolutely false in fact, its inser- 
tion with other markings, which are entirely false, justifies the assumption that it 
was used with the intent to deceive and mislead the i^orant purchaser. 

But more serious than the fraud and its accompanying pecuniary loss to the pur- 
chaser of such watches, is the danger to life of the traveling public, if such watches 
find even temporary use in railway service. It is to insure safety in the operating of 
railway trains that systematic time inspection has been established on most of the 
American raOway systems. It is, therefore, little short of criminal to issue inferior 
watches, which are so marked as to deceive any portion of the public. 

Edwabd A. Marsh. 

Waltham, Mass., Febmaary 25, 1909. 

Commonwealth of Massaohusbtts, Middlesex, ss: 

Waltham, February 25, 1909, 
There perwnally appeared the above named Edward A. Marsh and made oath that 
the above statement oy him subscribed is true. 
Before me, 

RoMNBY Spring, Justice of the Peace, 



Hamilton Watch Co., 

December 31, 1908. 
Hon. Sbreno E. Payne, 

Chairman of the Committee on Ways and Means, 

House of Representatives, Washington, D, C. 
Dear Sir: We desire to submit to you the following facts in reference to the frauds 
upon the public practiced by the importers of certain foreign watches. 

In this country there is a careful system of inspection of watches designed for use 
on railroads, and a certain standard of excellence has been established. To conform 
to this standard a watch must have at least 17 jewels and be adjusted to heat and cold 
and to three positions. The requirements often go further than this, .and call for 23 
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jewels and adjustment to heat and cold and five positions. As a result, railroad 
watches are generally understood by the consumer in this country to be watches of a 
very high grade. Advantage is taken of these facts, and the public are deceived by 
the following devices: 

1. The use of fictitious names and initials to simulate the names of well-known 
American manufacturers of railroad watches. An example of this form of deception is 
shown in Exhibit F, which is a Swiss watch movement in a pasteboard submitted 
herewith. On this watch movement are the initials **H'. W. Co.," and in Exhibit E. 
which is marked ^' J. P. Hamlin.*' Both of these movements are intended to be sola 
as watches by the Hamilton Watch Co. No sucn person as John P. Hamlin is believed 
to exist in Switzerland, and it is obvious that a purchaser might readily mistake a 
" Hamlin " watch for a " Hamilton " watch. The significance of the mark '^H. W. Co." 
requires no comment. 

2. The use of pictures of locomotives on the dial and the use of such names as 
''Raddroad Tridnmen Special," ''Engineers' Special," ''RaihxMui Special." Exhibits 
A, B, C, and D are so marked. The only purpose of this marking is to induce the 
public to believe that they are buying a watch of the grade generally known in this 
country as a railroad watch. 

3. The use of the terms "heat and cold" and "six positions," these words convey 
the impression that the movements on which they are stamped are adjusted to heat 
and cold and to six positions, which is not the fact. American-made movements 
which are so adjusted cost at least ten times as much as the movements in question. 

4. The employment of the terms "highlv jeweled" and "richly jeweled," witJi a 
blank space for engraving, after passing the customshouse as a low-jeweled move- 
ment, tne words "19-21-23" intending to convey the idea that they are movements 
containing that number of jewels. For an example of ^s see Exhibit E, where the 
letters "21" have been stamped after importation. We particularly direct yoiur 
attention to this exhibit and to the way in which the letters '^21 " are placed upon the 
movement. It is palpable that " 21 " and "highly jeweled " were not stamped on this 
movement at the same time. 

The cost to the jobber of the various exhibits submitted herewith are as follows : 

Railroad Special, Exhibit A 11.65 

Raihroad Tndmnen Special, Exhibit B 1.65 

Engineers' Special, Exhibit C 1. 65 

Hartford, Exhibit D 1.65 

J. P. Hamlin, Exhibit E 1.75 

H. W. Co., Exhibit F 1.70 

H. W. Co., Exhibit G .* 1.57i 

If such fraudulent movements should be sold at all at retail a reasonable profit 
would be from 25 to 33 per cent, but by reason of the deception practiced they are 
sold to the innocent consumer at a profit between 500 and 1,000 per cent. The cheapest 
genuine railroad watch movements are sold to the jobber from $16 to $18. 

The watch movements submitted as exhibits are, in fact, not highly jeweled, nor 
adjusted to different positions, nor are they in any respect well made. These move- 
ments have been carefully examined by Mr. Hunter, of the Elpn Watch Co., and his 
affidavit, showing in deatil the results of his examination, is hereto annexed and 
marked "Exhibit A." 
Very truly, yours, 

Hamilton Watch Co., 
By Chas. D. Rood, President, 



AFFIDAVrr OF GEORGE B. HUNTER. 

State op Ilunois, CourUy of Kane, u: 

George E. Hunter, of lawful age, being first duly sworn, upon oath deposes and 
says that he is the general superintendent of the factories of the Elgin National Watch 
Co., at Elgin, county of Kane, and State of Illinois, that he has examined the seven 
watch movements which are herewith transmitted under nbtarial seal, and that the 
memorandum hereto attached is a correct statement of his findings therein. 

And further this affiant saith not. 

George E. Hunter. 

Subscribed and sworn to before me this 28th day of December, A. D. 1908. 

Mortimer S. Aldridgb, 

NoUny Public, 
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Memorandum of examination of Swiss watch movements, inhoxes, marled **Ay" "B," 
uQu uj)>. u^n uj^n ^^ u^„ ^^ belonging to the Philadelphia Watch 
Case Co, 

Movement in box marked " A " : 

Stamping: On top plate pieces "R. R. Special,** "Specially Adjusted.** 
Jeweling: Total number of jewels in this movement is 7, distributed as follows: 

Top plate (third, fourth, escape and pallet, pivot holes, one each) 4 

Lower plate (balance pivot hole, no end stone) 1 

Balance bridge (balance pivot and end stone) 2 

No jewels in roller or pallet. 
A piece of red celluloid or similar substance surrounds upper center pivot hole, 
to imitate a jewel. The pivot actually runs in the brass plate. 
Balance: This is of the compensation type, with bimetallic (st^l and brass) 

rim. The rim is not cut. 
Hairspring: Composition. 
Escapement: Double roller. 

Adjustment: This movement is not adjusted in the ordinary acceptance of the 
word. 
Movement in box marked "B **: 

Stamping: On top plate pieces "R. R. Trainmen's Special,** "Non-magnetic,** 

"Adjusted, " '^^ly Jeweled.** 
Jeweling: Total number of jewels in this movement is 7, distributed as follows: 

Top plate (third, fourth, escape, and palled pivot holes, one each) 4 

Potance (balance pivot hole, no end stone) 1 

Balance bridge (balance pivot hole and end stone) 2 

No jewels in roller or pallet. 
Balance: Solid. German silver. 
Hairspring: Composition. 
Escapement: Single roller. 

Adjustment: This movement is not adjusted in the ordinary acceptance of the 
word. 
Movement in box marked "C ** : 

Stamping: On top plate pieces, "Engineers* special, ** "Adjusted. ** 

Jeweling: Total number of jewels in this movement is 7, distributed as foUowe: 

Top plate (third, fourth, escape, and pallet pivot holes, one each) 4 

Potance (biJance pivot hole, no end stone) 1 

Balance bridge (balance pivot hole and end stone) 2 

No jewels in roller or pallet. 
Balance: Solid. German sUver. 
Hairspring: Steel. 
Escapement: Single roller. 

Adjustment: This movement is not adjusted in the ordinary acceptance of the 
word. 
Movement in box marked "D **: 

Stamping: On top plate pieces "Hartford,** "Adjusted,** "Heat and cold,** 

" Six positions, '* *^ Highlv jeweled. " 
Jeweling: Total number of jewels in this movement is 7, distributed as follows: 

Top plate (third, fourth, escape, and pallet pivot holes, one escch) 4 

Lower plate (balance pivot hole, no end stone) 1 

Balance bridge (balance pivot hole and end stone) 2 

No jewels in roller or pallet. 
Balance: Solid. German silver. 
Hairspring: Steel. 
Escapement: Double roller. 

Adjustment: This movement is not adjusted in the ordinary acceptance of the word . 
Movement in box marked " E ** : 

Stamping: On top plate pieces "John P. Hamlin/' "Adjusted,** "Highly jew- 
eled, *' ("21 " has been stamped before the word "Hig}ily " since the plate was 
. finished), " Heat rfnd cold, *' " Six positions. " 
Jewel^: Total number of jewels in this movement b 7, distributed as follows: 

Top plate (third, fourth , escape, and pallet pivot holes, one each) 4 

Lower plate (balance pivot hole, no end stone) 1 

Balance bridge (balance pivot hole and end stone) 2 

No jewels in roller or pallet. 
Baluice: Solid. German silver. 
Hairspring: Steel. 
Escapement: Double roller. 
Adjustment : This movement is not adjusted in the ordinary acceptance of the word . 
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Movement in box marked **F": 

Stamping: On top plate pieces **H. W. C./' **Heat & Cold/' **Six positions/' 

**Ruby Jewels/' 
Jeweling: Total number of jewels in this movement is seven, distributed as 
follows: • 

Top plate (third, fourth, escape and pallet pivot holes, one each) 4 

Lower plate (balance pivot holes, no endstone) 1 

Balance bridge (balance pivot holes and endstonee) 2 

No jewels in roller or pallet. 
A piece of red celluloid or similar substance surrounds the center pivot hole in 
the top plate, also the barrel arbor pivot hole in the barrel bridge, to imitate 
ruby jewels. The pivot in both instances runs in the brass plate. 
Balance: Solid. German silver. 
Hairspring: Steel. 
Escapement: Double roller. 

Adjustment: This movement is not adjusted in the ordinary acceptance of the 
word. 
Movement in box marked "G ": 

Stamping: On top plate pieces "H. W. C.,", ''Adjusted " "Heat & Cold," *'Six 

positions , " * * Ruby Jewels. ' ' 
Jeweling: Total number of jewels in this movement is seven, distributed as 
follows: 

, Top plate (third, foiuth, escape and pallet pivot holes, one each) 4 

Lower plate (balance pivot hole, no endstone) 1 

Balance bridge (balance pivot hole and endstone) 2 

No jewels in roller or pallet. 
Balance: Solid. German silver. 
Hairspring: Steel. 
Escapement: Double roller. 

Adjustment: This movement is not adjusted in the ordinary acceptance of thn 
word. 

HOTOS CYCLES. 

[Paragraph 371.] 

STATEMENT OF WALTEB DAVIDSON, PRESIDENT HABIiEY-DAVID- 
SON MOTOR CO., MILWAUKEE, WIS. 

Mr. Davidson. I appear before your committee representing our 
own company, the Harley-Davidson Motor Co., of which I am presi- 
dent, and the motorcycle manufacturers of this country. 

I have a comparatively short brief here, which I wish to read and 
then explain it afterwards. 

Senator Smoot. I do not think it would do any good to read the 
brief. 

Mr. Davidson. It really is an explanation of our whole position. 

Senator Smoot. If that is all, just put it in the record. 

Mr. Davidson. But I wish to make a few explanations in con- 
nection with it. 

Senator Smoot. Why do you not do that now ? Why not put your 
brief in the record and then make the explanations that you wish to ? 

Mr. Davidson. I really ought to read it in order to explain it. 

ijSenator Walsh. Mr. Chairman, I have looked over this witness's 
brief. It is very short and comes directly to the point. I think if 
every case were presented as briefly and as concisely it would be 
helpful to us. 

Mr. Davidson (reading) : 

Present law, 25 per cent ad valorem. 
Proposed rate, 30 per cent, with clause added. 
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When imported from a country which imposes a duty gi*eater than 30 iier 
cent the duty would be equal to the duty of the foreign country, but not to 
exceed 50 per cent. 

BECOlilMENDATIONS. 

First. We hold that classification of paragraph 371 is Incorrect and ask that 
complete motor cycles be considered separately from parts and bicycles, for the 
reason that in this country there is ho connection between the manufacture of 
motor cycles and bicycles ; and motor-cycle parts and bicycle parts are subject 
to much more severe competition from foreign countries than arc complete 
motor cycles. 

Second. We recommend that in place of the proposed tariff of 30 per cent 
In H. R. 7456 that a tariff of 15 per cent be imposed on complete motor cycles, 
'With the following clause added: 

" When imported from a country which imposes a duty greater than 15 per 
•cent the duty would be equal to the duty of the foreign country, but not to 
exceed 50 per cent." 

FACTS ABOUT VVTTED STATES MOTOR-CYCLE INDU8TBY. 

There are seven active motor-cycle manufacturers in the United States, with 
capital invested of approximately $18,000,000. During the year 1920 these 
manufacturers produced about 68,000 complete motor cycles, employing ap- 
proximately 6,000 employees, with a pay roll of about $9,000,000. 

Senator Walsh. How many motor-cycle manufacturers are there 
in the United States? 

Mr. Davidson. About seven. 

Senator Walsh. And there are no companies which make bicycles 
and motor cycles at the same time? 

Mr. Davidson. There is just one individual, Mr. Swenn, in Chi- 
cago, who makes the Excelsior motor cycle and also bicycles, but 
they are two separate institutions. 

The American motor cycles exported yearly for the period 1914 to 1920» 
inclusive, are: 



Year. 


Quantity. 


Value. 


Year. 


Quantity. 


Value. 


1914 


0,110 
8,166 
17,S00 
16,609 


11,234,194 
1,494,176 
3,869^616 
3,404,716 


1918 


10^ £99 
24,481 
37,622 


t2;S64»786 
6,687,435 
1^756,580 


1915 


1919 % 


1916 


1920 


1917 









The importation of motor cycles, and finished parts thereof, not including 
tires — we have to take it that way, because those are the only figures available, 
so far as parts are concerned — show: 



1913 $e2. 528 

1914 55, 809 

1915 15, 426 

1916 36, 104 



1917 $16, 972 

1918 3, 860 

1919 1, 123 

1920 11,335 



Senator Walsh. What was the percentage of the imports compared 
to the exports? 

Mr. Davidson. About one-tenth of 1 per cent. 

Senator Walsh. And what was the percentage of imports com- 
pared to the entire consumption in America. 

Mr. Davidson. Practically nothing. There were 41 motor cycles 
imported in 1920 and 37,000 exported. 

Senator Walsh. What was the percentage of exports compared 
to the production? 
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Mr. Davidson. Over 50 per cent of the motor cycles produced in 
1920 in the United States were exported. 

Senator Walsh. So you have practically no competition outside of 
^ur own country? 

Mr. Davidson. That is what we believe. 

Senator Smoot. Does the Harley-Davidson Motor Co. make motor 
cycles in this country? 

Mr. Davidson. Yes, sir. 

Senator Smoot. Do they import them? 

Mr. Davidson. No, sir. 

Senator Smoot. What are you asking for? 

Mr. Davidson. We ^re asking, first, that motor cycles be taken 

Senator Smoot. Yes ; I know, but what are you asking for in the 
way of rates? 

Mr. Davidson. We are asking that the rates be lowered on com- 
pleted motor cycles from the rate in the Underwood-Simmons bill 
and the rate in the Fordney bill to 15 per cent. 

If we get that lower rate, while there will be comparatively few 
motor cycles imported, it will give us a chance to get better rates 
than these other countries. We depend very largely on our export 
business, and we believe we can go to these other countries and get 
preferred rates from them if we show them that we are not afraid 
of competition hefre. The reason that we are asking to be separated 
from motor-cycle parts and bicycle parts is that there is severe com- 
petition, so far as the parts are concerned, but there is no competi- 
tion as far as the finished motor cycle is concerned. 

Senator McLean. Are there concerns in this country that import 
the parts and assemble them? 

Mr. Davidson. There are parts, such as chains and saddles and 
things of that kind, that are manufactured in England and Germany 
that are imported here and then again are brought up and made into 
finished motor cycles, but practically all the material we use is made 
in this country. 

Senator Smoot. You agree, then, with the resolutions that were 
passed by the National Association of Automobile Manufacturers? 

Mr. Davidson. It is practically the same thing, and we are submit- 
ting this as our brief. 

It is a selfish attitude, because we believe it is to our benefit to have 
that rate. We are not doing it for selfish reasons, because we figure 
that in the future two-fifths of our own business will be foreign busi- 
ness, and the question of rates in these foreign countries is very vital. 
For instance, Italy not more than six months ago raised the rate from 
80 lire to 240 lire, and beginning July 1 she jumped the rate to 900 
lire. That makes it prohibitive. 

Senator McLean. But that is under the Underwood bill. What 
difference does it make what our rate is? 

Mr. Davidson. If we ask for a lower rate here our dealers over 
there can use that as propaganda. 

Senator Smoot. You want 30 per cent to remain on parts, do you ? 

Mr. Davidson. I can not tell you about that, because I am not 
dPamiliar with parts or bicycles, but all we are asking for is a rate on 
completed motor cycles. We are asking that that rate be reduced. 
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BRIEF OF WALTER DAVIDSON, MILWAirKEE, WIS., REPRESENTINO MOTOR- 
CTOLE KANTrFACTTTRERS OF THE TTinTED STATES. 

Present law, 25 per cent ad valorem ; proposed rate, 30 per cent, with clause 
added: "When imported from a country which Imposes a duty greater than 
30 per cent the duty would be equal to the duty df the foreign country, but not 
to exceed 50 per cent" 

BECOM MEND ATION S. 

1. We hold that classification of paragraph 371 is incorrect and ask that com- 
plete motor cycles be considered separately from parts and bicycles for the 
reason that in this country there is no connection between the manufacture of 
motor cycles and bicycles, and motor-cycle parts and bicycles and bicycle parts 
are subject to much more severe competition from foreign countries than are 
complete motor cycles. 

2. We recommend that in place of the proposed tariff of 30 per cent in H. R. 
7456 a tariff of 15 per cent be Imposed on complete motor cycles, with the follow- 
ing clause added : " When Imported from a country which Imposes a duty greater 
than 15 per cent the duty would be equal to the duty of the forelgu country, but 
not to exceed 50 per cent." 

FACTS ABOUT UNITED STATES MOTOE-CYCLE INDUSTRY. 

There are seven active motor-cycle manufacturers In the United States, with 
capital Invested of approximately $18,000,000. During the year 1920 these 
manufacturers produced about 68,000 complete motor cycles, employing approxi- 
mately 6,000 employees, with a pay roll of about $9,000,000. 

American motor cycles exported yearlu, 1914-19^0. 



Year. 


Quantity. 


Valuation. 


Year. 

• 


Quantity. 


Valuation. 


1914 


«,410 
8,186 
17,fi00 
16,600 


11,234,194 
1,494,176 
3,369,616 
3,404,716 

1 


1918. 


10,599 
24,481 
37,622 


$2,364,785 
6,687,436 
10766,680 


1915 


1919 


19W 


1920 


1917 









Importation of motor cycles and finished parts thereof, not including tires. 



1913 $62, 528 

1914 55,869 

1915 - 15, 426 

1916 86,104 



1917 $16. 972 

1918 3, 860 

1919 1. 128 

1920 11,885 



BEASONS WHY TABIFF SHOULD BE LOWERED TO 15 PER CENT. 

American motor-cycle manufacturers do not fear competition created through 
the importation of foreign motor cycles. 

The American motor-cycle Industry is dependent on foreign markets for the 
disposal of approximately 35 to 50 per cent of Its product, and any tariff rate 
that Is higher than is absolutely necessary to give the American industry rea- 
sonable protection will tend to retard the development of American motor- 
cycle business In foreign marlcets. 

This brief Is submitted on behalf of the motor-cycle manufacturers of this 
coimtry after careful study of the entire subject, and it is hoped our recom- 
mendations will be given careful consideration both In regard to separate clas- 
sification of complete motor cycles and reduction in tariff on same. 

STATEMENT OF WM. Q. McCANN, BEPBESENTINQ THE HSNBES 
MANUPACTUBING CO., SPRINGFIELD, MASS. 

Mr. McCann. Mr. Chainnan, I am appearing with Mr. Davidson 
for the motor-cycle industry. 1 represent the Hendee Manufactur- 
ing Co., and the motor-cycle industry as well, in reference to para- 
graph 371 of H. R. 7456. 
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My remarks are practically a continuation of Mr. Davidson's, but 
they touch more on wherein the restriction of tariff in this country 
is going to help us in our foreign business or the development of 
our foreign business. 

Senator Smoot. You have that in your brief, have you? 

Mr. McCann. I have, but I would like to go a little into detail. 
There are only two pages of my brief. [Reading :] 

In continuation of the remariss of Mr. Davidson, let me add that the reduc- 
tion in the proposed tariff we have requested will not, in my opinion, result 
in. a large increase in the import of completed motor cycles into this country, 
but it will help American motor-cycle manufacturers greatly in the develoi)- 
ment of their foreign market, which are of vast importance in the development 
of the motor-cycle industry of this country. 

As evidence of this we submit below a partial list of foreign countries that 
have put into force excessively high tariffs covering motor-cycle imports which 
have hindered our development in these countries, and In some cases these 
tariffs have resulted in practically placing an embargo on the importation of 
American motor cycles. 

These countries are England, with a duty of 33i per cent; Belgium, 20 per 
cent ; India, 20 per cent ; AustraUa, 50 per cent ; Spain, 9 pesetas gold per 
kilo, fifty-three times what it formerly was, but I have been advised to-day 
by cable from the commercial attach^ in Madrid that this has been decreased 
to 2 per cent gold, and I would like to point out that that is really the result 
of our effort, plus the efforts of our distributors in Spain, plus the effort of 
the American attach^ and the Ajnerican Chamber of C!ommeree in Spain. 
Under. those rates we have done no export business in Spain during this year. 
The reduction which went into effect on July 12 really opens the Spanish mar- 
ket to us. which is a vital market. 

Senator McLean. Where do they make the best foreign motor 
cycles? 

Mr. McCann. The best foreign motor cycles are made in Eng- 
land. As a matter of fact, the United States and England are the 
two motor-cycle producingcountries of the world. 

Senator McLean. Does England export? 

Mr. McCann. Yes, sir. 

Senator McLean. What is the difference in price between your 
machine dnd the English machine? 

Mr. McCann. It is hard to get a comparison for the reason that 
the English production is coiSned principally to small-type ma- 
chines. However, we do not fear importation oi English machines 
into this country. As a matter of fact, we rather invite it, because it 
will help to develop the industry in this country. The reason for 
that is this: To-day the development of the motor-cycle industry 
in this country is confined to seven manufacturers. Back in 1913^ 
there were four more and the expense of the development was dis- 
tributed then among 11, whereas to-day it is distributed among 7. 
Since 1913 our production and pur domestic consumption have de- 
creased, whereas our exportation has increased. We would like to 
be helped in the development of this industry. 

Senator McLean. You invite imports from Great Britain in com- 
petition with your machine? 

Mr. McCann. We do ; yes, sir. 

Senator McLean. Because it will help to develop your industry? 

Mr. McCann. We expect so ; yes, sir. 

Senator McLean. In what way? 

Mr. McCann. It will help to develop it in dividing the expense of 
development, and, although we think that perhaps they may come 
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in, it will be a number of years before they would be able to accom- 
plish what we have accomplished in this country or what we have 
accomplished in forei^ countries. 

Senator McLean. If they could make as good a machine as you 
make at a less price, you would not want them here? 

Mr. McCann. They are making a good machine now, but we com- 
pete favorably with thena in their own market and in every other 
Toreign market. We do not compete like we did a few years ago, 
because they put on a duty of 33^ per cent. We would like to have 
something to which to point as an object lesson for them to point to 
to reduce that. 

Senator McLean. You will point in vain, I think, my friend. 

Mr. McCann. We accomplished something in other countries, 
which I am leading up to now. 

Continuing the list of countries and the duty in those countries, 
there are : Korea, with a duty of 50 per cent; Canada, with a duty oi 
S6 per cent; and Italy, with a duty of 980 lire per motor cvcle, 
which just went into effect, and we will not do any ousiness in Italy . 
this comingyear. 

Senator Walsh. Is it the object of these countries that you have 
named to collect revenue, or is it their object to protect the local in- , 
^ustries? Take Italy, for instance. 

Mr. McCann. In Italy there is one motor-cjrcle manufacturer, but 
his importations do not amount to very much. 

Senator Walsh. Their object is to produce revenue? 

Mr. McCann. Yes, sir. 

Senator Walsh. Knowing that there is a certain demand for motor 
•cycles and they are coming in anyway, they put a tax on them? 

Mr. McCann. Yes; sir. 

Due to the efforts of American motor-cycle manufacturers and our distribu- 
tors in foreign countries, we have succeeded in bringing about reductions of 
-exorbitant tariffs in at least two instances — ^namely, Australia, where the tariff 
has recent^ been reduced from 40 per cent ad valorem to 30 per cent ad 
valorem, with a prospect of a further reduction to 20 per cent being obtained 
in the near future; Spain, where the tariff in November, 1920, was increased 
from 3 pesetas gold per kilo to 9 pesetas gold per Icilo, which was later pro- 
visionally reduced to 4.5 x)esetas gold per kilo, and advice which we have just 
received indicates that a further reduction to 2 pesetas gold per kilo is now in 
•effect, which again opcos up this market for American motor-cycle manufac- 
turers. In Belgium an effort was being made during the past year to impose 
A duty of 33 per cent on the importation of motor cycles, but due to our efforts 
and that of our distributors the duty was finally established on a basis of 20 
per cent ad valorem, which was double the rate in effect previously. 

These few illustrations of what has been accomplished during the past year 
by American motor-cycle manufacturers and their distributors in foreign coun- 
tries in obtaining concessions on import rates into these various countries show 
the great importance that the question of tarlffis has on the development of the 
American motor-cycle industry. 

Senator McLean. Do they make them in Germany? 

Mr. McCann. They do ; yes, sir. 

Senator McLean. Grood machines? 

Mr. McCann. They have made a good machine, but still we do 
not fear the German competition to-day. 

Senator McLean. Why ? 

Mr. McCann. Well, we do not think they can come in here and 
build up an organization that can affect us. 
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Senator Walsh. What is the condition of the business of the 
Hendee Manufacturing Co. ? 

Mr. McCann. The condition during the past four or five months 
has been very poor ; we have not had much business. 

Senator Walsh. How much loss have you sustained in employ- 
ment this last year? 

Mr. McCann. During the past few months we have been operat- 
ing about 300 or 400 men half of the time, whereas we should operate 
2,000 men. 

That is due to a falling off in business in this country and the 
foreign markets also. So we need every market we can ^t. 

Senator Walsh. Your experience with foreign countries has been 
that when they raise the tariff the business drops off? 

Mr. McCann. Yes; immediately. 

Senator Walsh. So in raising the tariff here you expect the busi- 
ness to drop off on goods imported from those countries? 

Mr. McCTann. We do, sir. 

It is our belief that by the reduction in tariff on finished motor 
-cycles — understand, we are trying to confine this to motor cycles 
complete only — entering the American market from 25 per cent to 
15 per cent that it will not greatly increase the number of motor 
cycles imported into this country, but will enormously strengthen 
our efforts in obtaining further concessions in tariff rates from the 
countries to whom we are now exporting motor cycles. 

Senator McLean. Do you import any parts? 

Mr. McCann. No, sir; we do not. There is a possibility, though, 
of importing parts, such as chains, saddles, and so forth, if we care 
to, but that IS the reason for eliminating the parts from out request ; 
we are confining it to complete motor cycles only. We manufacture 
all our materials with the exception of accessories, such as chains and 
magnetos. 

BBIEF OF WILLIAM O. ICoOAVH, BP&IirGFIELD, MA88., BEPBESEITTIHG THE 
XOTOB-OTCLE KANTrFACTVEEBS OF THE UNITED STATES. 

In continuation with the remarks of Mr. Davidson, let me add that the 
reduction in the proposed tariff we have requested will not in my opinion result 
in a large increase in the Imports of completed motor cycles into this country, 
hut it will help American motor-cycle manufacturers greatly in the develop- 
ment of their foreign markets which are of vast importance in the development 
-ot the motor-cycle industry of this countrj*. As evidence of this, we submit 
below a partial list of foreign countries that have put into force excessively 
high tariffs covering motor-cycle imports which have hindered our development 
in these countries, and in some cases these tariffs have resulted in practicaUy 
placing an embargo on the importation of American motor cycles. 



Per cen »« 

England 33i 

Belgium 20 

India 20 

Australia 30 



Per cent 

Spain_: (*) 

Korea 50 

Canada — 35 

Italy— (■) 



Oue to the efforts of American motor-cycle manufacturers and our distributors 
in foreign countries, we have succeeded in bringing about reductions of exorbi- 
tant tariffs in at least two instances — namely, Australia, where the tariff has 
recently been reduced from 40 per cent ad valorem to 30 i>er cent ad valorem, 
with the prospects of a further reduction to 20 per cent being obtained in the 
near future; Spain, where the tariff, in November, 1920, was increased from 



* 9 pesetas gold per kilo. 



< 930 lira eacti. 
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3 pesetas, gold, per kilo to 9 pesetas, gold, per kilo, which was later provision- 
ally reduced to 4.5 pesetas, gold, per kilo, and advice which we have just re- 
ceived indicates that a further reduction to 2 pesetas, gold, per kilo is now in 
effect, which again opens up this market for American motor-cycle manufac- 
turers. In Belgium an effort was being made during the past year to Impose 
a duty of 33 per cent on the importation of motor cycles ; but, due to our efforts 
and that of our distributors, the Quty was finally established on a basis of 
20 per cent ad valorem, which was double the rate in effect previously. 

These few illustrations of what has been accomplished during the past year 
by American motor-cycle manufacturers and their distributors in foreign coun- 
tries in obtaining concessions on import rates inta these various countries show 
the great importance that the question of tariffs has on the development of Uie 
American motor-cycle industry. 

It is our belief that by the reduction in tariff on finished motor cycles entering 
the Ajnerican market from 25 per cent to 15 per cent that it will not greatly 
increase the number of motor cycles imported into this country but will enor- 
mously strengthen our efforts in obtaining further concessions in tariff rates 
from the countries to whom we are now exporting motor cycles. 

HOTOB-CYCLE ACCESSOBIES AND PABTS. 

[Paragraph 371.] 

STATEMENT OF L. V. FAUVEB, BEPBESENTING THE TBOXEL 
MANUPACTUBINa CO., OP ELYEIA, OHIO. 

Mr. Fauver. Mr. Chairman and members of the committee, I am 
on the directorate of the Troxel Co. and represent here probably 75 
or 80 per cent of the bicycle and motor-cycle saddle manufacturers of 
America. I am not prepared to be as generous as the last two gentle- 
men who spoke. We come under the same paragraph, under the term 
" accessories and parts." While we are fully in sympathy with their 
request that a reclassification be made of that schedule, there is no 
economic reason why manufacturers of leather saddles should be put 
on the same basis. 

Senator Smoot. Are you satisfied with 30 per cent on parts? 

Mr. Fauver. No ; we think it could be raised above that. 

Senator Smoot. What do you think it should be? 

Mr. Fauver. We think it ought to be restored to the basis of the 
Payne- AJdrich bill, 45 per cent on parts. Our reason for that is that 
our business is a hand business. Probably 50 per cent of our costs is 
labor. As a reason for motor cycles being reduced, of course, they are 
highly specialized machines. 

Senator Smoot. Of course, if you were on American valuation, 30 
per cent would make a difference? 

Mr. Fauver. Yes; I imagine it would. 

'Senator Smoot. Would you want that on American valuation? 

Mr. Fauver. Possibly that is high. We do not think it should be 
lowered below 30. I want to make a few general remarks and I 
will submit a brief. 

The saddle business in America is very narrow and rather small. 
The gross amount of business normally does not amount to over a 
million and a half dollars. The saddle manufacturers of America 
for a year have been substantially closed down. There was some 
business last year,, but practically none since the 1st of January. 
Everybody was caught with large inventories, and the jobbers and 
dealers were stocked up with an enormous amount of saddles. I 
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believe that since the war began there has been practically no im- 
portation of saddles from Europe. So we are unable to submit any 
data to this committee with reference to cost or competition. But 
we want to be protected and we do not want to be reduced to the 15 
per cent. 

Senator McLean. What was the nature of the competition before 
the war? 

Mr. Fauver. Before the war under the Payne- Aldrich bill it was 
45 per cent. 

Senator McLean. I know, but what were the importations then? 
What was the competition ? 

Mr. Fauver. I can not give you the amount. The competition was 
largely English with some German competition. 

Senator Dillingham. Was it considerable in amount? 

Mr. Fauver. I would not say it was large. The business is very 
narrow. The total amount of business, as I have said, does not ag- 
gregate over a million and a half dollars a year, and probably since 
the 1st of January bicycle manufacturers have not been working to 
the extent of 10 per cent of their capacity. With your permission, 
Mr. Chairman, I will submit a brief. 

Senator Smoot. Yes ; you may do so. 

ALWunnt. 

[Paragraph 374.] 

STATEMENT OF LAWBENCE M. BBILE, PBESIBENT BBU^ & 
BATNEB (INC.), NEW YOBX CITY. 

• 

The Chairman. Where do you reside, Mr. Brile? 

Mr. Brile. New York City ; 277 Broadway. 

The Chairman. What is your occupation? 

Mr. Brile. President of Brile & Ratner (Inc.). 

The Chairman. What do you speak on? 

Mr. Brile. Aluminum. 

The Chairman. Very well ; you may proceed. 

Mr. Brile. Mr. Chairman and gentlemen, the attention of your 
committee is invited to the fact that no mention is made in para- 
graph 374 of aluminum coils, which are aluminum sheets or in rolls 
instead of in flat sheets. I think it is simply an omission. The 
word " strips " is contained in the bill, by which name aluminum coils 
ai*e sometimes known. 

As the paragraph now reads, we fear that aluminum coils will 
come under paragraph 393, covering articles or wares not specially 
provided for. I think it was the intention of the Ways and Means 
Committee that coils should also be included in paragraph 374. 

We protest against the rate of 6 cents per^ pound imposed on 
aluminum scrap and alloys of any kind, in which aluminum is the 
component material of chief value in crude form, believing that the 
said rate will create an embargo against the importation of aluminum 
in crude form into the United States and will prevent a source of 
revenue to the Government that might otherwise be derived if a fair, 
just, and equitable rate of duty were established. 
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In a brief submitted to the Ways and Means Committee Mr. Davis^ 
president of the Aluminimi Co. of America, said : 

In the case of so light a metal as aluminum and one so relatively high priced, 
freight to a distant market is negligible, while on the other hand the nature of 
the Industry requires a large overhead in administrative, technical, and selling 
staff, etc., and also a large investment in plant. The overhead expense of the 
Aluminum Go. of America is 6 cents per pound of aluminum it makes. The 
Aluminum Co. of America has invested a little less than $1 for each pound of 
aluminum that it has capacity for producing in a year, so that the interest 
charge is also nearly 6 cents. Even though the operating costs were the same 
by ignoring the overhead charges and interest on investment, foreign producers- 
would be able to dump aluminum into the United States at a price which the 
United States producer could not possibly meet and pay his overhead, but 
dumping is, of course, all the easier because the foreign producers* operating: 
cost is, in fact, substantially less than the United States producers* operating 
cost. 

It is difficult for us to understand by what process of reasoning 
Mr. Davis arrived at the fact that the foreign producers of aluminum 
can ignore their overhead charges and interest on investment any 
more than the American Co. could ignore their overhead and invest- 
ment charges. One would gain the natural impression from the 
language quoted above, from the brief of Mr. Davis, that foreign pro- 
ducers of crude aluminum have no overhead and no investment and 
no financing charges, and although Mr. Davis submits that these 
charges as applied to the company he represents total 12 cents per 
pound, he assumes that the foreigner would disregard these chargea 
of 12 cents per pound, and thereby dump aluminum into the United 
States. If we accept as authoritative tne fact that there are fixed 
charges of 12 cents per pound, as Mr. Davis states, 6 cents represent- 
ing overhead charges and 6 cents interest charges, then the foreign 
producer, whose capacity is much less than the American producers, 
must of necessity nave higher fixed charges, such as overhead and 
interest charges, for it has always been our understanding that the 
larger the output the lower the fixed charge. The foreigner, there- 
fore, if confronted with the proposed rate of duty of 5 cents per 
pound, and if confronted with the same fixed charge as the Aluminum 
Uo. of America, would have charges of 17 cents per pound to con- 
tend with before beginning the manufacture of crude aluminum at 
all, or only 7^ cents per pound less than the present price for Ameri- 
can manufactured aluminum of 24i cents per pound. 

(lentlemen, it is very difficult for us to understand by what process 
of reasoning Mr. Davis arrived at the fact that the foreign producers 
can ignore his overhead and his interest charges. Mr. Davis admits 
that these charges as applied to his company equal 12 cents pfer 
pound. The foreign producers have a far less capacity, and yet Mr. 
Davis assumes that these foreign producers have no overhead and 
no interest charges to pay, whereas he submits that because of the 
nature of the industry 12 cents a pound applies to his company for 
those charges. He said that the loreigner could well ignore those 
charges altogether and dump aluminum into the United States. 

The average price of the crude aluminum ingots for five years 
previous to the European war, 1910 to 1914, according to Metal Sta- 
tistics, 1921, page 449, was 21.61 cents per pound. Assuming that 
21.61 cents per pound is a fair average price for aluminum and 
deducting thereiroro a duty proposed of 5 cents per pound and 
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freight and insurance from foreign ports of 1 cent per pound we 
have left 15.51 cents per pound. Assuming that the statements made 
by Mr. Davis are correct, as quoted above, that there is an overhead 
expense of 6 cents a pound, and another charge of 6 cents per pound 
for interest on investments, and since it is reasonable to suppose that 
foreign manufacturers with a much smaller production have at least 
an equal cost, it would leave a difference between 15.61 and 12 cents 
covering fixed charges of 3.61 cents per pound to pay for raw mate- 
rials, production costs, and profit. 

I thmk that we can say without fear of successful contradiction 
that no aluminum manufacturer would or could manufacture on any 
such basis. 

Furthermore, if we are to accept as authoritative the statements 
made by Mr. Davis to the effect that overhead charges amount to 
6 cents per pound and interest charges also 6 cents per pound, we 
fail to see how it was possible for the American Co. to have sold 
aluminum in 1914, the first year previous to the European war, at an 
average price of 18.59^ cents per pound. Let us analyze these fixed 
charges alleged by Mr. Davis in relation to the price of aluminum 
in 1914. As stated, the average price for the year 1914 of aluminum 
ingots was 18.59^ cents. (Metal Statistics, 1921, p. 449.) Deducting 
overhead and interest charges amounting to 12 cents per pound, we 
have left 6.59^ cents, which must include cost of raw material, cost 
of production, and profit. As a matter of record, we know that the 
net earnings of the Aluminum Co. of America since 1915 were no 
less in any year than $10,000,000 per vear. (Mr. Davis's letter ad- 
dressed to the National City Bank of New York and other banks. 
iiov. 1, 1920, in connection with the sale of certain bond issues oi 
his company.) We do not know what the earnings of the AlumiEfum 
Co. of America for 1914 were, but we do know that since 1913 their 
investment has increased from $30,000,000 to $200,000,000, the amount 
of the increase representing the earnings of the company, so we 
believe it fair to assume that the earnings of the Ahunmum Co. of 
America in 1914 were no less than $10,(W0,000. In 1914 there were 
produced in America approximately 90,000,000 pounds of aluminum 
(Metal Statistics, 1921, p. 443). If $10,000,000 were earned on 
90,000,000 pounds of aluminum, the profit per pound would be ap- 
proximately Hi cents. We therefore have a profit of Hi cents per 
pound and interest and overhead charges of 12 cents per pound, or 
23i cents per pound, whereas the seUing price was 18.59^ cents, 
showing without question that in 1914 at least the producers in 
America did not include in their cost any such charge as 6 cents for 
interest and 6 cents for overhead. If they did, they had left only 
6.59^ cents to pay for raw material, production cost, and profit. 
Assuming that the profit were Hi cents per pound, as stated above, 
all that would be left to include overhead, interest charges, and 
production cost would be about 7i cents per pound. 

The average price of aluminum for five years was, for 1910, 22.97 ; 
1911, 20.34 cents a pound; 1912, 22.52 cents per pound; 1913, 23.63 
cents per pound, and 1914, 18.595 cents per pound. 

It will be noted that in the four years, 1910-1913, inclusive, at which 
time there was a tariff on aluminum ingots of 7 cents per pound, the 
average price in New York was 22.71 cents per pound. The first 
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year of the Underwood tariff bill, with a rate on aluminum ingots 
of 2 cents per pound, the average price fell to 18.59i cents per pouncL 
The effect of a low tariff is to reduce the price of aluminum to the 
American consumer, as is cleariy shown by the average price after 
the passage of the 2 cents duty^ falling 4.12 cents per pound. High 
priced aluminum means a dimmution in^ demand and usage of this 
material. We believe that practically all' of the crank cases used on 
automobiles in America^ as well as all of the bodies of automobiles, 
would be made of alummum if the price were maintained under 20 
cents per pound ; and that there would be sufficient aluminum con- 
sumed to hquidate the entire production of the world at present pro- 
ducing capacities, if the price were maintained at a fair rate. The 
effect, however, of artificlallv stimulating the price by a high tariff 
is to simultaneously lessen the demand and cause automobile manu- 
facturers, and others who might with profit and with marked ad- 
vantage to their products, use aluminum, seek other metals in sub- 
stitution, because of the artificially high price of aluminum. 
Mr. Davis said before the committee : 

In the last year of the Payne- Aldrlch Act in which t"he duty on aluminum was 
7 cents, about 35 per cent of the total consumption in this country was Imported, 
and during the first year of the Underwood Act, when the duty was 2 cents per 
pound there was substantiaUy the same percentage Imported — a little less rather 
than a little more, so that it can be seen from that that the i cents per pound 
duty was not prohibitive because more came in at 7 cents — relatively more in 
tonnage — more in percentage came in at 7 cents that at 2 cents. 

Mr. Davis failed, however, to point out why the 7-cent rate was 
not prohibitive and why more aluminum was imported in 1913 under 
the 7-cent rate of the Fayne-AMrich tariff than in 1914 under the 
2-cent rate of the Underwood bill. 

The tonnage imported in 1913, the last year of the Payne- Aldrich 
bill was 26,642,112 pounds in ingots and 1,516,413 pounds in sheets. 
In 1914, the first year of the Underwood bill, the tonnage imported 
was 16,420,695 pounds in ingots and 2,775,804 pounds in sheets. 

Now, gentlemen, why was not the 7-cent rate prohibitive in 1913, 
and why did more aluminum come into the United States' under the 
7-cent rate of duty in 1913 than under the 2-cent duty in 1914? Mr. 
Davis forgot to imform the committee that in 1913 the average price 
for aluminum was 23.63 cents per pound, and the average price for 
1914 was 18.59J cents per pound. In other words the duty was re- 
duced 5 cents per pound, and the price of alimiinum in the United 
States was reduced 5.14 cents per pound, and nobody heard the 
Aluminiun Co. complain that they did not make suflScient profit in 
1914, when they sold aluminum at 18^ cents per pound. 

That is why 7 cents was not prohibitive. On the same basis 50 
cents per pound would not be prohibitive if the sole producers in this 
country simply raise their price in the same proportion as the duty is 
raised. 

It is evident that the consumers of aluminum received the benefit 
of the reduced tariff in 1914. The tariff was reduced 5 cents per 
pound and the price of aluminum was reduced 5.14 cents per pound. 
The imports were less imder the 2-cent rate in 1914 than under the 
7-cent rate in 1913, as Mr. Davis said ; and certainly we are not to 
assume that Mr. Davis wants to put that rate back to 7 cents per 
pound in order to stimulate importation. Why, then, does he want to 
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increase the rate to 5 cents or 7 cents — he asks for 7 cents ? He wants 
to do that so that it will be optional with his company at any time to 
create an embargo against the importation of those goods by simply 
lowering their price to 18 or 20 cents per pound. 
Senator Watson. Wl^at is his company? 
Mr. Brile. The Aluminum Co. of America. 

The Chairman. That is the company that introduced aluminum 
in this country and put these articles of domestic and manufacturing 
use within the grasp of everyone, is it not? 
Mr. Briub. Tnat is true. 

Senator McLean. And if we create an embargo lowering the price 
to the American consumer, there is no occasion for concern ? 

Mr. Brile. That is true ; if they do that and are able to supply the 
entire demand. 
Senator McLean. You have just said that they do that. 
Mr. Brile. I said they had the power to do it ; they could do it if 
they wanted to, and they could make a substantial profit. 

The Chairman. Then the consumers could not buy these articles 
at any price imtil the Aluminum Co. of America put them within 
their reach ? Aluminum was too expensive a material to use in these 
utensils until the American Co. put it within the reach of all the 
American people, was it not? 

Mr. Brile. 1 would not say it was too expensive. The American 
Co. was one of the earliest producers of aluminum in the world. 
The Chairman. It was the only one, was it not, in this country? 
Senator McLean (interposing). What is the price of the product 
now as compared with a year ago ? 

Mr. Brile. The price to-day is approximately 3 cents per pound 
less than it was a year ago. As soon as the Fordney bill was an- 
nounced in the House establishing a rate of 5 cents per pound — that 
is, an increase of 3 cents over the duty in the Underwood tariff bill — 
the Aluminum Co. of America at the same time reduced their price 
3 cents a pound. That reduction was made just following the an- 
nouncement of the rate contained in the Fordney bill. 

Senator McLean. So it is lust as you stated, instead of increasing 
the price anticipating the higher rate of duty, they reduced the price, 
and that is no concern on the part of the consumer? 

Mr. Brile. If they continue to reduce their price, and we have a 
rate of 5 cents per pound on ingots, it will prevent the importation 
of any crude aluminum. 

Senator McLean. I am taking your statement as to what they 
had done, which would indicate that the stimulation of American 
competition has reduced the price to the consumer. 

Jkur. Brile. No ; foreign competition reduced the price. 
Senator McLean. You say, anticipating an increase in the tariff — 
nevertheless, they have reduced the price 3 cents per pound. 
Mr. Brile. They have done that, all right. 

The Chairman. If it had not been for the American alimiinum 
industry you would have very high prices for articles composed of 
aluminum? 

Mr. Brile. At the present time? 

The Chairman. If we had no American industry producing this 
aluminum we would be at the mercy of the foreigner and would 
have had to pay much higher prices for these utensils? 
81527— 22— BCH 3 ^28 
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Mr. Brile. But there is considerable foreign competition. 

The Chairman. I know. 

Mr. Brile. There are manufacturers in practically every country 
abroad. 

Senator Watson. Did I understand that you are an importer? 

Mr. Briub. Yes. 

Senator Watson. From where do you import? 

Mr. Brile. We are the exclusive representatives of a sheet mill 
abroad, in Switzerland, at Menziken. 

Senator Watson. How much do you import into this country from 
that mill? 

Mr. Brile. In sheets? 

Senator Watson. In whatever form you do import it. 

Mr. Brile. We shall have imported in 1921, if all of our contracts 
are filled, about a million and a half pounds of sheet. 

Senator Watson. Would the imposition of this duty, you think^ 
interfere with your imports? 

Mr. Brile. Absolutely. Our mill has already written us that they 
will be unable to compete with the American prices if they must pay 
a duty of 9 cents per pound, which is the rate imposed on sheets. I 
have not gotten to that price on sheets. We can say absolutely that 
the rate o? 9 cents perpound on sheets is prohibitive. 

Senator Watson. What wap:es do you pay there, as compared with 
the wages in the same branch of that industry here — manufacture of 
aluminum sheets? 

Mr. Brile. I have no information as to the relative wages that are 
paid. 

Senator Watson. Have you any information as to the final cost of 
production in both places? 

Mr. Brile, The only information that we have received is that 
they can not compete under a 9-cent rate of duty with the American 
prices on sheets. 

Senator Watson. You just have that information, but no figures? 

Mr. Brile. No figures, except that we can get at it by giving you 
the figures of the American cost of production of sheets. We have 
those figures. 

Senator Watson. That is of no value unless you can give the cost 
of production over there. 

Mr. Brile. Yes ; it is. I will show you why. I have said that the 
9 cents per pound rate on sheets, bars, and circles will create an 
absolute embargo. I am copying in my brief the condensed-data 
sheet of the chief producers in this country, in which thejr show the 
advance or extras or cost above crude aluminum for producing alumi- 
num coils or sheete. On March 30, 1920, their published extra above 
crude aluminum for producing coils was 7.6 cents per poimd in 
60-ton lots. 

The rate of duty proposed is 9 cents per pound, or 1.4 cents per 
pound more than the entire admitted cost of March 30, 1920, plus 
profit, of producing coils by the chief producer thereof. In other 
words, the foreigner is asked to pay 9 cents per pound, or 1.4 cents 
more than the admitted cost — selling price plus profit — of the Alumi- 
num Co. on coils. 

Senator Walsh. Do you know what percentage of that is labor? 
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Mr. Brile. I have had experience in the production of aluminum 
fiheets. I was formerljr the vice president and sales manager^ of the 
only concern at that time who competed in a small way with the 
American Ahmiinum Co. in rolling sheets. We could roll from the 
ingot, which we purchased from the Aluminum Co. of America, a 
flat sheet at approximately 5 cents per pound, and we could roll a 
coil at approximately 4 cents per pound. 

Senator Walsh, xhey had advanced during the war? 

Mr. Brile. They had advanced during the war period, but they are 
materially less — ^less even than when we could produce at 5 to 4 cents 
per pound in sheets and coils. 

Senator Watson. You mean wages now are lower than the prewar 
level in your establishment? 

Mr. Brile. In that particular establishment I think that wages now 
are equal or lower than they were in 1913 and 1914. 

Senator Watson. You have not yet said what part of that cost is 
labor, which was the question the Senator asked you a moment ago. 

Mr. Brile. Perhaps 33^ per cent would be an approximation — ^the 
nearest approximation 1 could make. 

Senator Walsh. What percentage of the aluminum sheets used in 
America are produced here and what percentage are imported? 

Mr. Brile. Practically all, with the exception of 1,000,000 or 
2,000,000 pounds, which, 1 presume, is only about one-twentieth of the 
consumption here, has been made in America. There has been no 
great importation. There have not in any one year been more than 
2,000,000 pounds inaported. 

Senator Walsh. Preventing the natural tendency to accept the 
profit? 

Mr. Brile. Absolutely; not only that but the Aluminum Co. of 
America to my knowledge has never been able to take care of the de- 
mand for sheets. While their ingot capacitv has been sufficient, their 
rolling capacity has not been sufficient to take care of the demand for 
sheets, especially among body builders and cooking utensil manufac- 
turers, so that of necessity they had to go abroad, or else close up their 
plants. They could not get sheets, and that has constantly been the 
fact, even before the war; even beiore the war they were six or eight 
months behind the producers of sheets; and if we prevent foreign 
competition on sheets by establishing a 9 cents per pound rate of 
duty, the cooking utensil people and the body builders will have abso- 
lutely no other source of supply for sheets. At times they can not get 
them because the capacity is tied up, and further than that, the 
Aluminum Co. of America is an actual competitor of the people who 
produce cooking utensils, owning the largest cooking utensil factory 
in the country and having an interest in the second largest cooking 
utensil plant in the country. So that in effect, if we do not have for- 
eign competition, the consumer of aluminum sheets for cooking uten- 
sils must buy from his own competitor ; and we claim that under a 9 
cent rate of duty of sheets would be in a position to fix prices arbi- 
trarily, and by being enabled to lower or raise the price of the finished 
product, since he controls the two largest manufacturing concerns in 
those products, and at the same time have the control of the raw ma- 
terial price the other cooking utensil manufacturers could not com- 
pete iithe Aluminum Co. of America saw fit to prevent competition. 
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Senator Walsh. You said the Aluminum Co. of America have two 
manufacturing plants which they control for manufacturing cooking 
utensils? 

Mr. Brile. Exactly. 

Senator Walsh. How many manufacturing companies are there 
in America that compete with those two companies? 

Mr. Brile. About 39, andprobably the 39 companies are not as 
laree as the one Aluminum Cfo. of America. 

Senator Walsh. Thirty-nine aluminum manufacturers will be 
obliged to pay any price this American Aluminum Co. charge them 
if this bill amounts to an embargo and goes through? 

Mr. Brile. Yes, sir. 

Senator Sutherland. Do any of those 39 companies produce the 
ingots? 

Mr. Brile. No, sir; there is no producer of ingots in America ex- 
cept the Aluminum Co. of America. 

The Chairman. Do any of these 39 use domestic aluminum, or do 
they use the imported article? 

Mr. Brile. They use both. 

The Chairman. Which do they use the most? 

Mr. Brile. Of the American article? 

The Chairman. They use mostly the American article, you say? 

Mr. Brile. They have used only the American article. 

The Chairman. Then it has not been very destructive to them? ^ 

Mr. Brile. During the first part of 1920 the independent alumi- 
num cooking utensil concerns — these 39 I speak of — ^were able to get 
only 10 to 16 per cent of the amount of aluminum sheet they ordered 
ana were forced to go abroad and buy what they could get or buy 
surplus sheets in the open market at destructive prices, l^cause the 
Aluminum Co. of America could not or would not furnish them 
sheets during that period. 

Senator Walsh. If this bill amounts to an embargo, as you claim, 
it would be possible for the Aluminum Co. of America to practically 
close up those 39 establishments by restricting their own output? 

Mr. Brile. Exactly. 

Senator Walsh. And by putting the price so high they could not 
afford to purchase? 

Mr. Brile. Yes; and, furthermore, we do not believe that the 
American Co. want, desire, or ask for 9 cents per pound duty on 
sheets, which is 40 per cent higher than ingot price, although the 
difference between the manufacturing cost of ingots is only 23 per 
cent, as we shall show. 

In other words, even if you establish a rate of duty of 6 cents on 
crude aluminum, the rate on sheets should not be more than 1^ cents 
in advance. At the time the Underwood bill was passed we under- 
stand that the Finance Committee of the Senate made an extended 
investigation as to just what the average above the crude aluminum 
rate should be on sheets, or, regardless of what rate was established 
for crude aluminum — what the difference in cost of manufacture was. 
In other words, the Aluminum Co. of America on March 30 produced 
coil to sell at a profit of 7.6 cents per pound, and yet they ask the 
committee for a rate of duty of 9 cents — 1.4 cents more than their 
admitted cost of making the coil. So it can not possibly be a fair 
rate on sheets. 
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Senator Walsh. Can you give us some idea of the American 
cooking-utensil industry — the valuation of their product in this 
country in a given year? 

Mr. jBrile. I have not the figures available. 

Senator Walsh. Then never mind; I will get it elsewhere. It is 
a very large sum, I suppose? 

Mr. Brh^e It is a very large sum. 

The same thing I have said with reference to the cooking-utensil 
industry applies to the aluminum-casting industry. The Aluminum 
Co. of America owns, through stock ownership or control, the largest 
aluminum foundry in the United States — the largest aluminum 
foundry making aluminum castings for automobile purposes. 

Senator Walsh. How many competitors has that company — small 
competitors? 

Mr. Brile. I do not know. But I should say there are possibly 
30 or 40 small aluminum foundries. There is only one in the 
country that anywhere near equals the size of the Aluminum Co. 
of America's plant, yet all of these smaller aluminum foundries 
would be at the mercy of the Aluminum Co. of America, if they 
choose. 

Senator Walsh. Providing this tariff rate of 5 cents per pound 
amounts to an embargo ? 

Mr. Brile. Yes. 

The Chairman Yes, sir ; if they shut up, the American consumer 
would be at the mercy of the foreigner ? 

Mr. Brile. If who shut up? 

The Chairman. If the American Aluminum Co. closes down. 

Mr. Brile. Yes. But the difference, Mr. Chairman, between here 
and abroad — you have any nimiber of producers of aluminum in- 
gots abroad. You have several of them in Switzerland, you have 
several of them in Great Britain, you have several of them in 
France, and you have several of them in Norway. They are all 
competing companies over there. So that the American consumer 
could not possibly be at the mercy of anyone. You have no monoply 
anywhere except in America. 

Senator Watson. Has the American Aluminum Co. a monopoly 
on bauxite ? 

Mr Brile. So far as the American supply is concerned, we claim 
they have. The American Bauxite Co., which is a subsidiary, owns 
practically all of the American bauxite that could be reduced into 
aluminum. The foreigners, with one or two exceptions, must all buy 
from mines controlled by the American interests. 

Senator Watson. Is iDauxite produced in more than one State; 
that is, Arkansas? 

Mr. Brile. Arkansas is practically the only State that produces 
appreciable quantities of bauxite. 

The Chairman. These ridiculous assertions, you know, do not 
hold water. Here our book on General Information states, " Three 
large financial groups, involving French, British, and German capi- 
tal, control some 14 producing companies in Europe, producing the 
vast bulk of aluminum product," that you want brought into this 
country, to the possible destruction of the American industry. 
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Mr. Brilb. That is absolutely not true at the present time. 

The Chairman. You will have to do a lot of proving to prove that 
this document prepared for the use of the Ways and Means Com- 
mittee of the House of Representatives is erroneous. 

Senator Watson. By the Tariflf Commission? 

The Chairman. Bv the Tariif Commission. 

Senator Walsh. Supposing that we may get information that 
modifies that? 

The Chairman. I can not tell whether this information has been 
modified by any events occurring during the last 10 days ; but that 
was a fact witmn a very recent period. 

Mr. Brile. Mr. Chairman, did you say it was a fact simply be- 
cause the Tariff Commission says it is? 

The Chairman. No ; because we have our authoritative statement 
here from the highest official sources. 

Mr. Brile. Just a few producers, and they have no ownership. 
In Great Britain we have two competingcompanies — the British 
Aluminum Co. and a small company in Wales, I think it is, the 
Dalgeroff Co. 

Senator Watson. You imported 35,000,000 pounds last year? 

Mr. Brile. In 1920. 

Senator Johnson. At 2 cents a pound crude, in crude form, scrap 
and alloys of any kind, 35,000,000 pounds? 

Mr. Brile. You must remember a large part of that importation 
will be found to come from Canada and is imported by the Aluminum 
Co. of America and is not representative of the imports that come 
into this country from Europe. Every pound that the Aluminum 
Co. of America gets from Canada comes in from their Northern 
Aluminum Co. 

Senator Watson. You mean the Aluminum Co. of America owns 
a Canadian plant? 

Mr. Brile. Yes. 

Senator Watson. And that these imports set down here come from 
Canada instead of Europe? 

Mr. Brile. Not all of them. I say that included in those figures 
are the importations from the Canadian plant of the Aluminum Co. 
of America, the Northern Aluminum Co. 

Senator Walsh. Does the Aluminum Co. of America export any 
of their product? 

Mr. Brile. The Aluminum Co. of America have special sales de- 
partment devoted to export sales, as I understand it, and they do 
export. Furthermore, 1 understand that the Canadian plant exports 
practically five-sixths of their production of the Northern Alummum 
Co. ; Mr. Davis made that statement before the Federal Trade Com- 
mission at the time the American Aluminum was ordered to divest 
themselves of stock ownership in a sheet mill that they had t^kea 
over in this country — the Cleveland Metal Products Co. Five- 
sixths of the product of the Canadian mill of the Aluminum Co. of 
America is exported. 

Senator Walsh. Do they manufacture in Canada some of their 
product that they sell in the United States? 

Mr. Brile. Absolutely they do. 

Senator Sutherland. A part of their product is shipped to the 
United States from Canada? What part of the product of the 
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Northern Aluminum Co. is shipped — ^which I imderstand is a branch 
or subsidiary of the Alimiinum Co. of America — to the United 
States? 

Mr. Brile. That is available. Mr. Davis stated that five-sixths 
was exported, and I assume that he meant the United States was 
included as one of the importing companies. 

Senator Watson. Do you know what the imports are for 1921 ? 

Mr. Brile. For 1921 I have not the figures; for 1920 I have the 
figures. 

Senator Watson. In the latter— 1920— 35,000,000 pounds of crude 
and scrap were imported; thus far in, 1921, 38,175,000 pounds. 

Mr. Brile. Does that include the importation from Canada? 

Senator Watson. It is all importations. 

Senator Walsh. It must include it. 

Senator Watson. Yes. But is it true that the Europeans accumu- 
lated a great deal of aluminum for all purposes, and that since the 
war they have been sending that over here in great quantities, in a 
sense dumping? Are not prices lower, and woiud not that fact have 
something to do with lowering prices? 

Mr. Brile. They are higher to-day. The Aluminum Co. of Amer- 
ica price is 24 cents, against the price I have told you. 

Senator Watson. Is that on the finished product? 

Mr. Brile. That is on crude aluminum. The price to-day is 24^ 
cents per pound, against l&J cents in 1914 and against an average 
price of 21.61 for five years previous to 1914. The price is higher 
to-day than the average price for the past 10 years. 

Senator Watson. What was it during the war? 

Mr. Brile. Thirty-three cents. 

Senator Walsh. Do they control the aluminum market in Canada? 

Mr. Brile. The Northern Aluminum Co. does. 

Senator Walsh. So that if this tariff rate is fixed so very high, it 
is possible for the aluminum company — ^l do not say they will do it — 
if they can produce or manufacture cheaper in Canada, to shut 
down those parts of their factories here where they can produce the 
same goods cheaper in Canada and ship them over here at an exces- 
sive profit? 

Mr. Brile. It is absolutely possible. I submit that the overhead 
and interest charges are 12 cents per pound to-day, and yet they 
sold aluminum at 18.59 cents in 1914, considerably less than they 
are to-day, and only a difference of about 6 cents a pound or 5^ 
cents per pound, and they claim their overhead and administrative 
costs are to-dav. We claim that 12 cents per pound is not a correct 
statement of tne selling and financing costs of the Aluminum Co. ; 
if it is, the foreigner has those same costs. 

BBIEF OF LAWRENCE X. BBILE, PBE8IDEVT BBILE ft BATVEB (nrO.)i HEW 

YOBK CITY. 

The fact that the 2-cent Underwood tariff rate in 1914 brought the price of 
aluminum down to 18.591 cents per pound from 22.63 per pound proves con- 
clusively that had this price of 18.591 cents been established by the Aluminum 
Co. of America in any year of the Payne-Aldrlch tariff there would have been 
no importations whatever. Importations were less under the Underwood bill, 
with a 2-cent rate, because the price in America was reduced 5.14 cents per 
pound as soon as the reduced tariff went into effect. 
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If you establish a rate of 5 cents per pound on aluminum ingots, the situation 
will be— 

1. With a normal rate of exchange no country can compete with the United 
States in aluminum. 

2. There will be no importation of aluminum, or there will be an artificial 
rise in the price of aluminum. The only possibility for importation will be 
in the established price in America — a low price for aluminum and a high 
tariff means no imports. A high price and a high tariff means imports in the 
measure that the price is inflated ; but a low tariff guarantees a low price and 
a healthy demand and normal importation. 

The cost of raw material to the foreign manufacturer is at least equal to 
the cost of the American producer. Some of the raw materials used in the 
manufacture of aluminum are bauxite, coal, limestone, and soda ash. With 
reference to bauxite, practically the entire American supply is controlled by 
the American Bauxite Co., a subsidiary of the American Producers. Most of 
the foreign producers purchase their bauxite from mining Interests. With 
reference to coal, practically all of the foreign producers purchase their coal 
in the open market, whereas the American producers own their own coal 
mines, situated conveniently to their plants, in Pennsylvania. The foreign 
cost of coal is many times the American cost. The cost to the foreigner for 
limestone and soda ash is at least equal to the cost to the American producer. 

We submit that even if the proposed rate of 5 cents per pound on crude 
aluminum were fair, equitable, and just, representing the approximate differ- 
ence in cost between foreign and American crude aluminum, which is, of course, 
not true and denied, the rate provided of 9 cents per pound for aluminum in 
plates, sheets, bars, rods, circles, disks, blanks,* strips, rectangles, and squares 
is entirely inconsistent with the said rate of 5 cents per pound on crude alumi- 
num and is relatively much higher than the 5 cents per pound rate on crude 
aluminum. 

We submit further than the rate of 9 cents per pound on plates, sheets, 
bars, circles, etc., will create an absolute embargo against the importation of 
any of these products into the United States; and further submit that the 
Government, by reason of the said embargo, will receive no revenue from the 
importation of these said products. 

In support of our contention that the rate of 9 cents per pound on aluminum 
sheets, bars, rods, circles, disks, blanks, strips, rectangles, squares is entirely 
disproportionate to and inconsistent with a rate of 5 cents per pound on crude 
aluminum, we wish to call attention to the differential or overages above the 
selling price on crude aluminum ingots, charged by the American manufacturers 
on certain of the fabricated items mentioned above, such as strip or coiled 
sheet aluminum, sheet aluminum, circles, etc. 

On March 30, 1920, the sole producer of aluminum in this country issued a 
condensed data sheet. No. 6697422, of which the following is a copy : 



Gauge. 


Size. 

Inches. 
3-18 
3-16 
3-15 
3-14 
3-13 
3-13 
^12 
3-12 
3-12 
3-12 
3-12 
3-12 


l-ton lots. 

Cents per 
pound. 


15-tOli lots. 


50-tOD lots. 


12-17 


Cents per 
poujid. 


Cents per 
pound. 


18-20 








21-22 4 


8.00 


7.80 


7.60 


23-24 




25 








26 


9.20 
10.30 
12.50 
14-80 
17.00 
20.00 
24.00 


9.00 

laio 

12.30 
14.60 
16.80 
19.80 
23.80 


8.80 


27-28 


9.90 


29-30 


12.10 


31-32 


14.40 


33 


16.60 


34 


19.60 


35 


23.60 







It will be noted from the above that aluminum coiled sheets in 50-ton lots 
were sold by the Aluminum Co. of America at 7.6 cents per pound more than the 
crude aluminum ingots. In other words, 7.6 cents per pound represented the cost 
of manufacture of aluminum coiled sheets In 50-ton lots, plus profit, plus over- 
head and all interest charges. The proposed rate of duty of 9 cents per pound 
on sheet aluminum is 1.3 cents per pound more than the cost of manufacture of 
the chief producers on March 30, 1920, of coiled sheets, including all charges. 
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In other words, the foreigner is asked to pay a duty of 1.3 cents per pound on 
aluminum coiled sheets over the chief producer's admitted cost of manufactur- 
ing. 

On March 30, 1920, the sole producers of aluminum in the United States issued 
a condensed data sheet, No. 6097422, covering coiled sheet circle differentials, of 
which the following is a copy : 



Gauge. 


Sise. 

Inches. 
3-l« 
3-16 
3-15 
3-14 
3-13 
3-13 
3-12 
3-12 
3-12 
3-12 
3-12 
3-12 


1-ton lots. 


15-ton lots. 


50-ton lots. 


12-17 


Cents per 
pound. 


Centsper 
pound. 


Centsper 
pound. 


18-20... . 








21-22 


12.30 


12.10 


11.90 


23-24.. . 




25 








26 


14.40 
15.50 
17.80 
20.00 
22.30 
25.50 
30.00 


14.20 
15.30 
17.60 
19.80 
22.10 
25.80 
29.80 


14.00 


27-28 '. 


15.10 


29-30 


17.40 


31-32 


19.60 


33 


21.90 


34 


25.10 


35 


29.60 







It will be noted from the above differential or extras above crude aluminum 
charged by the Aluminum Co. of America for coiled sheet circles in 50-ton lots 
was 11.9 cents per pound. The proposed duty of 9 cents per pound on aluminum 
circles is but 2.9 cents per pound less than the admitted cost of production plus 
profit, plus overhead, of the sole producer of aluminum circles. 

These illustrations will tend to show how unreasonable a duty of 9 cents per 
pound on aluminum sheets is,' especially when considered in connection with 
the rate of 5 cents per pound on crude aluminum. On March 30, 1920, the 
date on which the said above condensed data sheets were issued, the selling 
price for crude aluminum ingots was 33 cents per pound. The selling price, 
therefore, of coiled sheets in 50-ton lots was 40.6 cents per pound, or an in- 
crease of 23 per cent. The coiled sheet circle price in 50-ton lots was 44.90 
cents, an increase above the price of ingots of 36 per cent. The increase, how- 
ever, on the proposed rate of duty between crude aluminum of 5 cents per 
pound, and sheet aluminum of 9 cents per pound, is 80 per cent, showing how dis- 
proportionate the differential between the ingot and sheet duty really is. 

The attention of your committee is respectfully called to the fact that the 
Finance Committee made an extended investigation of the differential or dif- 
ference that should apply between the rate of duty established for crude or 
ingot aluminum and aluminum sheets at the time the Underwood tariff rate 
was established, and they fixed this differential at li cents per pound, which, in 
our opinion, is just, fair, and equitable. In other words, regardless of what rate 
of duty it is decided upon for crude aluminum or ingots, the rate on sheets and 
other fabricated products, in order to be consistent, should not be. more than 
li cents per pound In advance. 

There Is a far greater interest, from the standpoint of independent con- 
sumers of aluminum, that a just rate of duty be established for aluminum 
sheets than there is for crude aluminum, because the fabricating capacity of 
the producers in America in normal times has not been sufficient to enable them 
to make prompt deliveries and to keep the consuming trade supplied with fabri- 
cated aluminum such as sheets, circles, coils, etc., and in order to be assured of 
a source of supply at such times as the American producer is unable to supply 
the demand for sheets, etc., there should be an opportunity to the independent 
consumers to secure their much-needed supplies abroad, and those supplies 
zan only be secured in competition with the American supply, if such supplies 
2an be imported under a rate of duty that is not prohibitive. 

We, therefore, respectfully suggest that no matter what action is taken with 
reference to the duty on crude aluminum in ingot form, that the rate of duty 
on fabricated aluminum such as aluminum sheets, rods, etc., shall carry a rate 
not in excess of 11 cents per pound higher than whatever rate is found 
equitable, just, and fair for aluminum ingots or crude aluminum. 
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STATEMENT OF HAHBIS E. GALPIN, BEPBESENTINQ THE 
NATIONAL ALUMINUM FOUNDRIES' ASSOCIATION. 

Mr. Galpin. I represent the National Aluminum Foundries' Asso- 
ciation, which is a trade organization composed of independently 
owned aluminum foundries scattered throughout the United States. 
We have, I think, in the membership of our association approxi- 
mately 35 to 40 per cent of the foundry production business m the 
United States. Of the remaining business of the United States, I 
think it is safe to say that 30 per cent is controlled by the subsidiary 
companies of the only producers in this country — ^the Almninum 
Co. of America. 

We filed a brief before the Ways and Means Committee of the 
House on this matter and were heard at their hearings; and our 
position to-day is the same as it was at that time. We protest against 
an increase in the duty over that of the Underwood bill. The Under- 
wood bill provided for 2 cents on ingots and 3.5 cents on sheet. The 
Fordney provides 5 cents on ingots and 9 cents on sheet. 

Senator Smoot. You want the Underwood rate? 

Mr. Galpin. We want the Underwood rate; yes. 

I wish to file the same brief that was filed before the Committee on 
Ways and Means of the House. 

Senator Smoo^p. There is no need to put it in. We can get that 
brief. We will have it before us. 

Mr. Galpin. If it will be considered as part of my statement, I 
need not file it. 

I would also like to have permission to file, within the next 10 days, 
a brief on this subject. 

Senator Smoot. You may have that privilege. 

Mr. Galpin. In addition to that, there are one or two observations 
that I should like to make. 

The Aluminum Co. of America is the sole producer of the metal 
in this country. It is, at the present time, the sole producer of 
aluminum sheets in the countrv. While it has not a monopoly in a 
strict legal sense, in effect it has to-day a monopoly, and through 
its subsidiary corporation already mentioned, we, the independent 
aluminum foundries, meet them not only as our sole local source of 
supply but also as our principal competitor in the sale of our 
product, which is aluminum castings. 

Something has been said with reference to aluminum in connec- 
tion with present market conditions. I think it has been said during 
the hearing that foreign aluminum is being offered in this country 
to-day at low prices. 1 think that undoubtedly that is true, but I 
believe that the situation that has arisen is the result not so much 
of the importations of aluminum as it is of general business de- 
pression. 

I understand that the Aluminum Co. of America has on hand to- 
day a large stock of metal which it can not sell because of the lack 
of demand. 

When the automotive industry shut down last summer a number 
of foundries had large stocks on hand. As a result a large num- 
ber of stocks have been placed upon the market for resale. Alumi- 
num runs into large sums of money and resale is necessary to carry 
along financial obligations. 
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I think the market to-day is demoralized as the result of depres- 
sion, but not as the result of importations into this country. 

Tnere has been considerable said about the fear that the German 
producers would flood the market. I think that an investigation 
of the subject and perusal of the Tariff Commission's reports will 
indicate that the German competition is not to be feared to any 
extent* 

The Aluminum Co. of America, through mills here and in Canada, 
controls over one-half of the product supplied to the world, and oi 
the 14 companies engaged abroad the Germans produce only about 
one-sixth of what is produced in foreign countries, so that competi- 
tion does not mean as much as it has been said to mean bv a number 
of witnesses who fear that the German product will flood the 
market. I might also add that while the Aluminum Co. of America, 
through the Northern Aluminum Co., which it owns, in Canada, ex- 
ports to the United States considerable aluminum, yet, ac( ording to 
the testimony before the Federal Trade Commission of Mr. Davis, 
of the Aluminum Co., five-sixths of that company's output from 
its large plant is sold abroad in England and France and other 
countries in competition with other producers against whom pro- 
tection is asked here. 

We have very large foundries and we have large sums of money 
invested. We normally employ between 9,000 and 10,000 men and 
have invested approximately $9,000,000 or $10,000,000 in the 
foundries. 

Senator Walsh. How many foundries are there? 

Mr. Galpin. I am talkiiig about our foundries now. There are 
about 14 or 15 of them. There are between 40 and 50 in the United 
States. Perhaps there are 200 or 300, but they would be one-man 
foundries. 

Senator Walstt. There is a large number of small foundries, is 
there not? 

Mr. Galpin. Yes; there is a large number of small ones. I am 
talking of the larger foundries at this time. 

Senator Walsh. Just what kind of aluminum has the American 
Aluminum Co. a monopoly on in America? 

Mr. Galpin. That is the raw metal. They are not only the sole 
producers of the metal, but also the sole producers of the sheet at the 
present time. 

Senator Walsh. Is there any other kind besides the sheet? 

Mr. Galpin. Ingots. There are also the aluminum rod and coil. 
Those are fabrications of the raw material. 

Senator Walsh. They would be classified under crude aluminum? 

Mr. Galpin. Crude aluminum ; yes, excepting, of course, that sheet 
is rolled. 

Senator Walsh. And it is manufactured into these different 
things? 

Mr. Galpin. Yes. 

In view of the situation as it exists to-day we do not feel that we 
should be limited by a prohibitive tariff to one source of supplj;. We 
believe that if we call tne attention of the committee to the subject, it 
will make an investigation that will show that the measure of protec- 
tion afforded by the Fordney bill would undoubtedly be prohibitive 
-and would shut out foreign aluminum and give the Aluminum Co. 
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of America a more substantial hold upon the market and upon the 
prices charged for th^ metal in this country. 

It is not as if we had producers of metals in the United States. 
The Aluminum Co. of America is the sole producer. It has made 
enormous profits. It is undoubtedly deserving of a great share of its 
success because it pioneered the industry in this country. It was pro- 
tected by patents for a number of years. To-day the field is open in a 
way. However, the industry is so well controlled that there is no 
chance of competition. 

Our point is that if we can buy the raw material at somewhere near 
the proper price, taking into consideration some factor of protection 
for the American industries, we will not be limited to this one source 
of supplv; and I think there will be quite a tonnage of aluminum 
used in the United States. 

Senator McLean. Do you know what profits the American combi- 
nation makes? 

Mr. Galpin. It is not a combination. It is one company, with sub- 
sidiary corporations. 

In 1913 Mr. Davis testified before the Underwood committee that 
at that time the invested capital — that is, the capital and surplus 
of the corporation — was $30,000,000. In last January, I think, 
they sold $10,000,000 notes on the market, and in a letter signed bv 
Mr. Davis they stated their assets, exclusive of patents and good will, 
were in excess of $110,000,000. They made a profit, part of which 
they left in the business, during the period 1913 to 1920 of between 
$80,000,000 and $90,000,00. In other words, there was an increase 
of invested capital of about 300 per cent. Their capital remained 
the same but their surplus increased. That is the investment as 
disclosed by the circular which is in the record of the Ways and 
Means Committee of the House. There was an increase of between 
$80,000,000 and $90,000,000. 

Senator Walsh. Could you give figures as to the value of the 
aluminum kitchen utensil output in this country ? 

Mr. Galpin. I could not. The Tariff Commission reports say that 
the Aluminum Co. of America's subsidiaries use 22 per cent of the 
metal produced by the Aluminum Co. It is a large industry, but in 
tonnage it does not compare with the foundries. The kitchen 
utensil products are made from sheet. 

Senator Walsh. There is more tonnage in the foundry business? 

Mr. Galpin. Yes ; more tonnage. The Aluminum Co of America 
sells, of course, to independent competitors. 

Senator Smoot. Do you desire to file a supplemental brief? 

Mr. Galpin. Yes; I do. 

Senator Smoot. You may have that privilege. 
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BBASS ABD COFFER. 

[Paragraph 378.] 

STATEMENT OF FBANK H. HOFFMAN, ASSISTANT QENEBAL MAN- 
AGES OF THE DETROIT COFPEB AND BBASS BOLUNG MTTJiS, 
BEFBESENTING THE AMERICAN BBASS AND COFFEB STATISTI- 
CAL EXCHANGE. 

Mr. Hoffman. Mr. Chairman and members of the committee, the 
American Brass and Copper Statistical Exchange is an organization 
made up of 15 manufacturers of brass and copper material in various 
forms, and through its taxation and tariff committees they have en- 
deavored to aid the Ways and Means Committee and the Finance 
Committee in arriving at a schedule that would be appropriate for 
the industry. 

All prior bills have covered the brass and copper industry with not 
over a dozen lines, and in taking the matter up with the Ways and 
Means Committee an effort was made to cover the industry in all 
its details and technicalities. That resulted in a very voluminous 
proposition, too great and too elaborate, apparently, for considera- 
tion. 

We have taken the various lists which we use and which are stand- 
ard lists in the industry and boiled them down to as small a scope or 
as few groups as we possibly could, and in order to make clear to you 
what we are endeavoring to do, I shall take as an illustration sheet 
■copper. 

All sheet copper is made from a cake of copper as it comes from 
the copper refineries. It has to be rolled and trimmed to size by us. 
The lowest price sheet, which is known as a base size, is priced at, say, 
20 cents per pound. It is between 19 and 20 cents to-day, with cop- 
per at 12 to 13 cents. As that base sheet is altered by labor, rolling it 
to wider widths or longer lengths or lighter gauges or the temper is 
regulated or changed by extra rollings, or the finish is changed by 
extra polishing operations, the price advances, and we have a list to 
-cover that, which I find embraces 97 different items. An effort was 
made to introduce that list into the schedule when it was under con- 
sideration by the Ways and Means Committee. 

We have reduced those 97 items into groups, six or seven in num- 
ber, grouping the sizes as nearly as we could to secure a fair and 
equitable spread. We have taken the position that it is not con- 
sistent nor equitable to put the same duty on a sheet on which the 
value is 20 cents as we would on a sheet on which the value is 50 
■cents, when the difference between the 20 and 50 cents is made up 
fully 90 per cent in the shape of labor. 

The same conditions apj)ly to all items of the brass and copper 
industry. The brass rod is cast to a size and then by drawing 
operations reduced to smaller sizes ; the same with wire ; and the 
difference in the selling price is the difference which is occasioned by 
the extra labor which is put on the base or minimum size of whatever 
item it may be. 

Senator Smoot. The wording of the paragraph, we will find, then, 
in your brief? 

Mr. Hoffman. Yes, sir. 
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Senator Smoot. You may file that as a part of your remarks. 

Senator McLean. I notice here there is a rate of 2i cents a pound 
on copper in rolls. 

Mr. Hoffman. That is a different product. I used sheet copper 
as an illustration, and then I made the statement that with all other 
items the conditions were precisely the same. What we term sheet 
copper is a flat sheet. 

Senator McLean. That has come in free in the past, has it not ? 

Mr. Hoffman. No, sir ; there has been a duty on it. 

Senator Smoot. Copper itself is free. 

Mr. Hoffman. The raw ingot is free. The roll copper, Senator 
McLean, to which you called attention, is copper that instead of 
being fumisheci in a certain width and certain length is rolled out 
in a continuous length. It is coiled up, probably some of it 200, 300, 
or 400 feet long. 

We have endeavored in the consideration of a proper rate to se- 
cure a line as near as we possibly could on foreign costs. The last 
comparison that we were able to secure was in the latter part of 1919 
or early in 1920, and the labor rate prevailing in English mills simi- 
lar to the mills which make up our organization snowed that our 
rate ran from 90 to 120 per cent higher than their rate. 

I was in close communication with three very large English manu- 
facturers last week. I was unable to secure any figures from them 
that would enable me to give your committee an intelligent com- 
parison, for the reason that they are running under such absolutely 
chaotic conditions that they do not know where they are themselves^ 
due to the domination of trade unionism, and so forth. 

Within the past sixty days I spent quite some time with the repre- 
sentative of the largest manufacturer of these items in Germany. 
Their minimum rate that they were then paying was 60 marks per 
day ; their maximimi rate was 80 marks per day ; which, based on the 
present rate of exchange, would be from 70 to 90 cents per day. Of 
course, that is based on the American valuation and the rate of ex- 
change, and it does not necessarily follow that the mark when spent 
in Germany has not a greater value than when spent in America. 

I wish to impress upon the committee the fact that European 
manufacturers in the past year have sent their best experts, in the 
shape of engineers, with a view of familiarizing themselves with 
every possible improvement. They have had a very material advan- 
tage from a labor standpoint. We have had some advantages over 
them from the basis of efficiency and modern machinery. They have 
contracted for large quantities of machinery in this country and are 
continuing to do so, undoubtedly with a view of offsetting that ad- 
vantage, if any, that we did have. We enjoy no advantages in the 
way of our raw material, notwithstanding the fact that perhaps 90 
per cent of the raw copper which Germany and France and England 
use is American copper. 

Prior to the war they were able to buy that American copper laid 
down in London for less than we were able to buy it for laid down 
in Detroit. To-day there is very little difference between the cost 
of the copper laid down in English points against copper laid down 
in Detroit. So that we have no advantages in the way of raw 
materials. 
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The rates which we ask for are totally different from what have 
prevailed in all previous bills, by reason of the fact that we are ask- 
ing for classified duties instead of a fixed duty. 

The condition of the brass and copper industry to-day is probably 
at as low an ebb as it has ever been in the history of the industry, due 
to an enormous producing capacity and a slowing down of the de- 
mand, which is perhaps no different in that particular from that 
existing in most all other industries. But to-day I think I can say 
with safety that we have facilities in the brass and copper industry 
for producing in from three to four months all the material that will 
be normally consumed in 12 months. 

Senator Watson. That is, you can produce in the United States 
all that can be consumed in the United States? 

Mr. Hoffman. Yes, sir. 

Senator Watson. And export it, too ? 

Mr. Hoffman. The export business is practically an unknown 
quantity. The Underwood bill reduced the tariff on many items. 

Senator Watson. There is not much import now, is there, of 
copper? 

Mr. Hoffman. No. I simplv wish to mention the fact that the 
Underwood tariff reduced the duty and it became operative in 1913. 
In the spring of 1914 the foreign manufacturers began to operate in 
the American market, not by making sales, but they had their people 
here familiarizing themselves with the market and the conditions and 
the requirements. The war broke out in 1914, and instead of the 
United States becoming a buying factor it became an enormous sell- 
ign factor by reason of the fact that foreign manufacturers were 
unable to meet the great demand, and all during the war we were 
large exporters. 

Senator Watson. Of course, there are enormous possibilities -for 
the production of copper in the United States, are there not? 

Mr. Hoffman. Yes, sir. You refer to the raw copper? 

Senator Watson. Yes. 

Mr. Hoffman. There are possibilities in both. They reached the 
peak during the war. Our end of the industry was affected by 
the war, due to the absolute necessity of our product for war pur- 
poses. 

Senator Smoot. Your 15 minutes are up, Mr. Hoffman. 

Mr. Hoffman. May I make one point more? It will take me but a 
moment. This point may have no direct bearing on this subject at 
this time, but it was manifestly evident in the past six years. Basic 
copper products are perhaps the most essential to the conduct of 
war. Without copper and brass in various forms the manufacture 
of munitions and many other items would be impossible. While it is 
hoped that the United States will never again be drawn into another 
war, still the policy of preparedness and readiness should never be 
overlooked. Consequently, if this deduction is correct, it mufet 
appear how essential it must be that an industry so vital and so abso- 
lutely indispensible should be encouraged and developed to its full 
strength as one great factor in the protection of the Nation. 



Digitized by 



Google 



2050 TARIFF HEARINGS. 

BBIEF OF THE AMEBIOAH BBA8S AND OOPPEB STATISTICAL EXOHAVOE. BEW 

YOBK CITY. 

I. This statement Is made on behalf of the American Brass and Copper Sta- 
tistical Exchange, whose membership is made up of 15 concerns engaged in the 
manufacture of copper and brass in various shapes and forms. The membership 
is as follows : Bridgeport Brass Co., Bridgeport, Conn. ; Rome Brass & Copper 
Co., Rome, N. Y. ; Detroit Copper & Brass Rolling Mills, Detroit, Mich, ; Chase 
Rolling Mills, Waterbury, Conn. ; Scovill Manufacturing Co., Waterbury, Conn. ; 
Michigan Copper & Brass Co., Detroit, Mich. ; Bristol Brass Co., Bristol, Conn. ; 
National Brass & Copper Co., Lisbon, Ohio ; Taunton-New Bedford Copper Co., 
Taunton, Mass.,* Cleveland Brass & Copper Mills, Cleveland, Ohio ; C. G. Hussey 

6 Co., Pittsburgh, Pa. ; Mueller Metals Co., Port Huron, Mich. ; Baltimore Cop- 
per Smelting & Rolling Co., Baltimore, Md. ; American Copper Products Corpora- 
tion, New York City ; Seymour Manufacturing Co., Seymour, Conn. 

II. Our interest is in paragraph 378 of the tariff bill as It passed the House. 
This reads as follows: 

** Copper in rolls, rods, or sheets, 2i cents per pound ; copper engravers* plates, 
not ground, and seamless copper tubes and tubing, 7 cents per pound; copper 
engravers* plates, ground, and brazed copper tubes, 11 cents per pound; brass 
rods, sheet brass, brass plates, bars, and strips, Muntz or yellow metal sheets, 
sheathing, bolts, piston rods, and shafting, 4 cents per pound ; seamless brass 
tubes and tubing, 8 cents per pound; brazed brass tubes, brass angles and 
channels, 12 cents per pound ; bronze rods and sheets, 4 cents per pound ; bronze 
tubes, 8 cents per pound.** 

III. This paragraph does not at all meet the needs of the copper and brass 
industry. It does not take care of the different grades of copper and brass 
products, which vary greatly in value as regards gauge and other elements of 
manufacture. A flat specific rate Is put upon all of the copper and brass prod- 
ucts. It does not take into consideration the higher grades and those In which 
the additional labor makes a larger production cost, which is mirrored in the 
selling price. 

Copper In sheets, American made, has a selling price of from 191 to 50 cents 
per pound, depending upon grade, yet a flat rate of 2i cents per pound is put 
upon all such products. Seamless copper tubes or pipes vary in selling price 
from 19 to 65 cents per pound and copper tubing from 29 cents to $4.70 per 
pound, yet this paragraph gives a flat rate of 7 cents per pound on such tubes 
and tubing. Brazed copper tubes, given a duty of 11 cents per pound, vary in 
American value from 30 cents to $1.40 per pound. 

Sheet brass, American made, has a wholesale selling price in the American 
market of from 15i to 55^ cents per pound, but is given a flat rate of 4 cents 
per pound. Seamless brass tubes or pipes vary in wholesale selling price of 
from 18 to 64 cents per pound, and seamless brass tubing from 28 cents to 
$4.60 per pound; but in this paragraph a flat rate of 4 cents per pound is 
given. Brazed brass tubes, given a rate of 12 cents per pound, vary in value 
as is gauged by price, from 27 cents to $1.37 per pound. 

Bronze rods and sheets, given a flat rate of 4 cents per pound, go from 16 
to 55 cents per pound In selling price. Seamless bronze tubes, given a duty 
of 8 cents per pound, go from 22 to 68 cents per pound In value. 

The paragraph as it now stands fixes a flat or similar duty on each of the 
various shapes in which brass and copper are produced, regardless of actual 
values of the various dimensions, tempers, and finishes. It pays no attention 
to the different grades and values of copper and brass products. These grades 
and their consequent values are the result of extra labor, and therefore entail 
a larger production cost An illustration of this is In regard to sheet copper. 
Take the lowest price sheet, which carries a price of 20 cents per pound. This 
price is based on raw copper at 13 cents per pound and represents a spread of 

7 cents per pound. A large proportion of sheet copper Is sold through agents 
or jobbers who receive a commission of at least 5 per cent; consequently, out 
of the 7 cents must come labor, fuel, supplies, overhead, taxes, freight, boxing, 
commissions, cash discounts, and profit This is for the lowest priced sheet 
or what is known in the trade as a " base size.*' 

As a sheet is increased in width or length, or Is reduced in thickness, or 
there is added a special temper by rolling or a special finish by polishing, the 
price advances until it reaches a maximum of, say, 50 cents per pound, or a 
45pread of 37 cents per pound — a difference of 30 cents per pound In the spread 
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between the miniimim and the maximum sheet, and praetically all this differ- 
ence is made up of labor. It is contended, therefore, that it is erroneous to 
fix a flat rate of duty on sheets of every conceivable dimension and finish, even 
though such flat rate be arrived at by average, which would simply result 
in a rate too high for the minimum sheet and too low for the maximum sheet 
While sheet copper has been used In this illustration, the same conditions pre- 
vail on all other items, such as tubes and tubing, angles, rods, and the other 
brass and copper products. 

IV. The copper and brass industry in the United States is a large one. It 
counts its products by the hundreds of millions of dollars. It is an industry 
essential to the national welfare. Such an industry, well equipped and efficient, 
is absolutely necessary for military preparedness. Production units are ex- 
pensive, requiring heavy machinery and large labor organizations. They can 
not be assembled on short notice and expansion is necessarily slow. The products 
of this industry enter into ordnance material and munitions, making It second 
only to iron and steel manufacturing in military importance. They are used for 
the manufacture of small-arms ammunition and in the manufacture of projec- 
tiles. They enter into marine construction In many different forms. They are 
also important components of automobiles and other machinery. An industry 
so essential to the Nation and its welfare should receive from its legislators ade- 
quate tariff protection. 

V. In spite of the fact of the copper production of the United States, the 
American manufacturer and his EiUropean competitor are practically on a par 
in the cost of their raw materiaL As to Japan, she has not only her own 
coijper supply, but a surplus for export The American industry is at a dis- 
advantage in the making of its copper alloys hi comparison with its Euroh 
pean rivals because of the lower price of zinc abroad, due to cheaper coal 
and labor. The expense of putting up a plant in this country is much greater 
than in foreign countries. And the large and expensive installations of pow- 
erful machinery needed in the production of brass and copper products make 
a capital outlay for the American manufacturer that must be taken into con- 
sideration. 

In the matter of wages the American manufacturer is at a great disadvan- 
tage, and the labor cost in the production of brass and copper articles is an 
enormous element in the total production cost According to an official report 
of the Tariff Commission, British wages in the brass rolling-mill industry 
are only a little more than one-half those paid in the United States. Common 
labor in British plants receives a minimum of 68s. 7d. per week of 48 hours, 
which at the present rate of exchange, $3.50, is equivalent to only 28 cents 
an hour as compared with 45 cents or more paid to similar workers in the 
United States. The wage of rollers ranges in England about 80s. per week, 
or less than 30 cents per hour, as compared with from 60 to 80 cents in 
American mills. The French scale, with the present depreciation of the franc, 
is about one-third that being paid in American plants. TheBe are the figures 
of the Tariff Commission itself. 

VI. The foreigner has been busy for some time in copying American 
methods of brass and copper manufacture. Shortly after the Underwood Act 
became effective, foreign manufacturers began to operate in the United States. 
It was a new field for them, and considerable time was required until they 
-could familiarize themselves with American market conditions and require- 
ments. Before anything was really accomplished in this direction came the 
beginning of the war of 1914 and an entire change occurred. The demand 
for copper and brass products for war work grew to proportions beyond the 
facilities of foreign manufacturers, and instead of the United States being a 
buying factor it became a selling factor and continued as such during the 
entire period of the war. 

For all time foreign manufacturers have enjoyed labor costs so greatly 
l>elow those prevailing in the United States that this alone gave them an 
insurmountable advantage. The only possible advantages possessed by Ameri- 
can manufacturers have been a somewhat higher efficiency on the part of 
labor, also a somewhat higher efficiency in general mill practice and equip- 
ment Foreign manufacturers are fully aware of these features, and efforts 
are being made by them to overcome them, which is evidenced by the fact 
that representatives of prominent En^ish manufacturers have spent con- 
siderable time in this country during the past year to familiarize themselves 
with American practices and equipment. The representative of one of the 
81527— 22— SOH 3 29 
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largest German manufacturers returned to Germany last week after a two 
months' visit, all of his time practically being devoted to the study of Ameri- 
can shop practices and improved and modem machinery. These are indi- 
cations everywhere that foreign manufacturers are making every effort to add 
to the advantage they already have in the cost of labor, such as will accrue 
to them through better mill practices and efficiency and improved and modem 
machinery. 

VII. It is, of course, to the future that tariff legislation looks. Tl^is com- 
mittee is making a law not for to-day but to stand the test of to-morrow in 
industry.* Outside of the United States, the chief makers of brass and copper 
products are Germany, Great Britain, Japan, and France. All of these nations 
are making great preparations for the American market. The German is 
laying out his plan by organizing large production units and concentrating on 
a relatively small number of products. In this way he is obtaining the advan- 
tage of low labor costs and putting himself in a position to compete vigorously 
with the American manufacturer at home. The Briton is following his 
example and is eliminating minor lines of production and concentrating on 
the few. 

It must be remembered, too, that while the war temporarily eliminated the 
German industry, it stimulated production in France and England. In both 
of these countries the productive capacity was greatly increased, and there is 
to-day a large surplus over domestic requirements. This means exportation, 
and exportation to the United States as the best market place of the world. 
The fact that foreign competition has not assumed large proportions as yet 
since the war is due to the fact that the world markets were starved during 
the war, and that following the cessation of hostilities English and French 
brass manufacturers have had more orders than they could fill. Both of these 
nations, however, have now caught up on their orders and from now on will 
have a surplus to sell abroad. 

VIII. We ask that this committee fix the following schedule of tariff rates for 
the products manufactured by this association : 

" Sheet copper, both hot and cold rolled, in the form of sheets, plates, etc., all 
lengths, but not over 36 inches wide : Heavier than 24 ounces per square foot, 4 
cents per pound ; more than 14 and not more than 24 ounces per square foot, C 
cents per pound ; more than 12 and not more than 14 ounces per square foot, 8 
cents per pound ; 12 ounces or less per square foot, 11 c^its per pound ; in addi- 
tion to above duties, 1 cent per pound for widths between 86 and 72 inches, and 
2 cents additional for widths over 72 inches ; sheet copper not Included in above 
and sheet copper coated with tin, and polished, 12 cents per pound ; copper en- 
gravers' plates, not ground. 8 cents per pound ; copper engravers' plates, ground 
and polished, 16 cents per pound. 

"Copper in rolls or coils: All widths over 2 inches. No. 23 Brown & Sharpe 
gauge and heavier, 4 cents per pound ; less than No. 23 but not less than No. 26 
Brown & Sharpe gauge 5 cents per pound ; less than No. 26 but not less than 
No. 31 Brown & Sharpe gauge, 6 cents per pound ; less than No. 31 but not less 
than No. 34 Brown & Sharpe gauge, 7 cents per pound ; less than No. 34 Brown 
& Sharpe gauge, 10 cents per pound; in widths 2 inches and under, also not 
specified above, 12 cents per pound. 

" Sheet brass and sheet bronze, brass and bronze plates, Muntz and yellow 
metal sheets and sheathing, widths over 2 to 16 inches : No. 24 Brown & Sharpe 
gauge and heavier, 4 cents per pound ; less than No. 24 but not less than No. 30 
Brown & Sharpe gauge, 5 cents per pound ; less than No. 30 but not less than 
No. 33 Brown & Sharpe gauge, 6 cents per pound; less than No. 33 Brown & 
Sharpe gauge, 9 cents per pound; all other widths and gauges not specified 
above, 11 cents per pound. 

"Brass, bronze, and copper rods, bars, and strips, bolts, piston rods, and 
shafting, and brass wire, over five-eighths inch in diameter or equal cross sec- 
tion, 21 cents per pound; three-sixteenths to five-eighths inch in diameter or 
equal cross section, 3i cents per pound; one-eighth to tliree-sixteenths inch in 
diameter or equal cross section, 4 cents per pound; No. 11 Brown & Sharpe 
gauge to one-eighth inch in diameter or equal cross section, if rectangular, 6 
cents per pound ; not specified above, 8 cents per pound. 

'* Seamless, brazed, and lockseam or lapped tubes and pipes in copper, brass^ 
and bronze : Larger than H to 41 inches, inclusive, outside diameter, and No. 
14 Stubbs gauge and heavier, 5 cents per pound ; larger than 41 inches in diame- 
ter and heavier than No. 14 Stubbs gauge, 9 cents per pound ; } to li Inches, in- 
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elusive, outside diameter, and No. 14 Stubbs gauge and heavier, 10 cents per 
pound ; larger than 1 to 4 Inches, Inclusive, outside diameter, and lighter than 
No. 14 but not lighter than No. 24 Stubbs gauge, 15 cents per pound ; } to 1 Inch, 
both Inclusive, outside diameter, and lighter than No. 14 but not lighter than 
No. 24 Stubbs gauge, 16 cents per pound ; larger than 4 Inches outside diameter, 
and lighter than No. 14 but not lighter than No. 24 Stnbbs gauge, 20 cents per 
pound ; including i to | of 1 Inch outside diameter, No. 24 Stubbs gauge and 
heavier, and i to 1 inch, both inclusive, when lighter than No. 24 but not lighter 
than No. 29 Stubbs gauge, 20 cents per pound ; i to 1 inch, both inclusive, out- 
side diameter, and lighter than No. 29 Stubbs gauge, 40 cents per pound ; tubes 
smaller than i of 1 inch outside diameter, and tubes larger than 1 inch outside 
diameter and lighter than No. 24 Stubbs gauge, 60 cents per pound. 

"All copper and c<H)per alloys wherein copper is the principal component 
parts not otherwise specified in the above schedules, 12 cents per pound." 

IX. These duties for which we ask have been carefully figured out in accord- 
ance with our production costs and the difference in labor cost here and abroad. 
These specific duties for which we ask in no case amount to more than 40 per 
cent ad valorem on American valuation. The duties on sheet copper run from 
18 per cent to 30 per cent ad valorem, with an average of 24 per cent. The duties 
on copper in rolls and coils run from 20 per cent to 32 per cent, with an average 
of 26 per cent. The duties on sheet brass and plates and bronze sheets and 
plates run from 24 to 30 per cent, with an average of 28 per cent. The duties on 
brass rods and brass and brass wire mn from 18 to 32 per cent, with an average 
of 25 per cent. The duties on tubes and pipes run from 24 to 40 per cent, with 
an average of 30 per cent. The duties that we ask on products of copper and 
alloys of copper not otherwise specified amount to 25 per cent. 

There is no foundation for any belief that American manufacturers of brass 
and copper are endeavoring to secure rates of duty that will shut out imports 
and that will therefore result in abnormal high profits for the industry in 
this country. To offset any ideas in this direction it should be thoroughly 
understood that due to the deman(\s of the United States Government and 
the allied Governments for copper and brass products absolutely essentia 
for the conduct of the war the American producing facilities were increased 
enormously. With a disappearance of the war demand manufacturers were 
left with producing facilities sulficlent to produce in 3 or 4 months the 
normal requirements for 12 months. An attempt to secure tonnage to run 75 
per cent or even 50 per cent of normal has led to ruinously low prices, and it Is 
believed that it is safe to say that the manufacturing profit in the industry 
has averaged below 5 per cent. It has been stated and not seriously contra- 
dicted that every mill in the United States has been running at a loss, not on 
account of foreign competition but solely on account of domestic competition. 
It is difficult to picture the condition that would prevail were foreign com- 
petition to be added to the demoralization that already prevails. The rates 
of duty that are asked will not make excessive profits for American manu- 
facturers. The domestic competition will keep down prices of brass and copper 
products. 

XI. The copper and brass industry is an old one and a firmly established 
one, and in which some of the older units have grown from very small to large 
concerns. It has enjoyed no particular benefits. Its raw materials, excepting 
during the war period, have been and are sold to their foreign competitors at 
practically the same prices as they pay. They have at all time paid labor as 
high a rate as has prevailed in similar industries, and under normal conditions 
could compete with the world were it not ft)r the great difference in the cost 
of labor and perhaps some few supplies. American manufacturers are con- 
vinced that at no time can they expect to enjoy the cheap or lower labor costs 
of England, France, and Germany, to make no mention of Japan, and in 
their recommendation for a tariff schedule they ask only for such protection 
tliat will enable them to continue to pay liberal wages to their employees, 
secure a fair return on the capital invested, and retain the American market 
for ADoerican institutions. 
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GOLD LEAF. 

[Paragraph 380.] 

STATEMENT OF F. W. BAXJSKOLB, BEPBESENTIN0 THE X7NITED 
STATES aOLD LEAF KANUFACTUTEBS' ASSOCIATION. 

Senator Walsh. Will you state your interest ? 
Mr. Rauskolb. I will read from this brief. We earnestly recom- 
mend that paragraph 380, H. R. 7456, be amended to read as follows: 

Pab. 380. Gold leaf, $1 per 100 leaves. The foregoing rate applies to leaf not ex- 
ceeding in size the equivalent of 3f by ^ inches; additional duties in the same pro- 
portion shall be assessed on leaf exceeding in size said equivalent. 

You will notice that we ask for $1 per 100 leaves instead of 50 
cents per 100 leaves, as provided by House bill 7456. The Ways and 
Means Committee was evidently guided by the rates asked m the 
Payne-Aldrich bill of 1909. At the present time conditions have 
materially changed and our skilled labor will not go back to the 
impoverished conditions which they have suffered in past years. 

Taking into consideration purely the question of waees, we believe 
a higher rate than we ask for should be granted, as wie net foreign 
labor cost is $1.04 per hundred leaves less than in this country. The 
comparative labor cost in a hundred leaves of gold leaf is as follows : 

Wages: United States, $44 per week per man: Germany, 300 marks at |0.015=$4. 50. 
Product: 5^000 leaves of gold 3} by 3| inches. 
Raw material: Gold. (Gold is gold the world over.) 

Labor cost per 100 leaves^ Si by 5} inches. 
United States: 

Man 10. 88 

Booking girl 28 

Total $1,160 

Germany: 

Man 09 

Booking girl 024 

Total 114 

Difference 1. 046 

We believe that no other industry in the United States asks for a 
tariff less than the actual difference in labor costs, which is the fact 
in our case. Understand, please, we do not include any overhead 
charges and only ask you to equalize actual labor cost. 

I would like to read the conunittee a paragraph appearing in the 
Literary Digest of July 16, 1921 : 

Chairman Fordney's belief that ''the rates prescribed in the new tariff biU will 
stimulate American industries and cause a revival of business in general, " are, he 
says, based on the fact that \' under existing rates many products from Germanv, Japan, 
and other coimtries are coming upon the American market at far less than the American 
cost of production. The displacement of American labor is the inevitable result, and 
the purpose of the new bill is to enable American industries to meet ^e severe com- 
petition to which they are now subjected. If time would permit, a long list of indus- 
tries now seriously affected by the importation of articles at prices wim which they 
can not compete and maintain the American standard of wages could be cited. " 

Senator Smoot. The Payne-Aldrich bill gave you 35 cents ? 
Mr. Rauskolb. The Payne-Aldrich bill gives 35 cents. 
Senator Smoot. And you want $1 ? 
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Mr. Rauseolb. We want $1 now. At that time we were paying 
men from $12 to $15 per week. It takes from three to six years to 
learn the gold-leaf trade. It is highly skilled labor. 

Senator Smoot. It took them just as long as that in 1909, didn't it ? 

Mr. Rauskolb. Yes; but they were not sjetting living wages. 
Conditions are different now. The present tariff bill gives us only 50 
cents. The German and Japanese standard price, retail, is $8.25 at 
the present time. That gives 58 cents. In spite of the fact that the 
object of this bill is to stimulate industry, tne present bill, as it is, 
gives us only 50 cents. If that goes through, there will have to be a 
cut of at least $20 per man as w3l as for the girls in the industry. I 
thank you very much for your courtesy in allowing me to appear 
before you at this time. It would have been a serious matter for me 
had it been necessary for me to stay over. 

TINSEL. 

[Paragraph 382,] 
STATEMENT OF B. WJJMSEN, FHHiABELPHIA, PA« 

The Chairman. On what item do you appear? 

Mr. WiLMSEN. In reference to the duty on tinsels. 

The Chaibman. As I understand it, you are satisfied with Payne- 
Aldrich rates? 

Mr. WiLMSEN. I am satisfied with the Payne- Aldrich rates, and 
I beg to submit a brief to the conmiittee. 

The Chairman. We will take it £^nd have it printed as a part of 
your statement. 

BRIEF OF B. WILMSEH, PHILADELPHIA, PA. 

May I submit the foUowing information and data for your consideration 
when you review the matter of providing the rate of duty on the commodity 
known as tinsel, lahn, or lame, which has been specifically provided for under 
paragraph 382, H. R. 7456, Imown as the Fordney bill, at 10 cents a pound 
and 30 per cent ad valorem. 

Let me first state that tinsel wire is essentially a raw material, this in view 
of the fact that it must be made up into some article, such as Christmas-tree 
ornaments, fabrics, etc. Under the act of 1897, paragraph 170, it carried a duty 
rate of 5 cents a pound. Under the act of 1909, paragraph 179, the same rate 
of 5 cents a pound applied. In the act of 1913 it was rated at 6 per cent ad 
valorem under paragraph 150, which rate, figured out in normal times, that is, 
before war conditions prevailed, at something less than the previous rate of 
5 cents per pound. Under the proposed Fordney Act, H. R. 7456, paragraph 
382, it is listed at 10 cents per pound and 30 per cent ad valorem. 

I am principally engaged in producing various kinds of toys, my plant being 
located in Philadelphia, where I employ some 200 men and women. One of 
the principal products that I produce is an extensive line of Christmas-tree 
ornaments, in the fabrication of which I use a great deal of tinsel wire, labn, 
or lame, which up to date hereof I have been compelled to purchase prin- 
cipally in the foreign market, due to the poor quality produced by the single 
manufacturer in the United States. The trade to whom I offer my Christmas- 
tree ornaments made of tinsel wire refuse to accept such ornaments when 
made from the inferior tinsel wire produced in the United States, and they 
generally stipulate in the orders that they place with me that imported, rather 
than domestic, tinsel must be used, as they know from experience that the 
ornaments made from domestic tinsel quickly lose their luster, changing color 
much more quickly when they display them than do the articles made of im- 
ported material. 

At the present time the import price of tinsel is about $190 per case of 100 
kilos. Applying the duty rate of 6 per cent, as specified In the Underwood Act, 
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Which is equal to $11.40, together with a charge of $1 per case for hauling and 
freight, will make the landed price $202.40. If you compare this rate with that 
proposed in tlie Fordney Act you will find that the amount of duty will be $79 
per case of 100 Isilos, or nearly seven times the duty assessed under the present 
(Underwood) act, this without taking into consideration the American valua- 
tion plan, which, if adopted, would force all manufacturers of Christmas-tree 
ornaments using tinsel wire in the manufacture of such ornaments out of 
business or compel them to pay an arbitrary price which would be demanded 
by the sole American manufacturer, tending thereby to establish for him what 
would amount to a virtual monopoly in this country. In this connection I 
relate as follows: From January to May last year there was a strike of dock 
laborers in Rotterdam and it was impossible during that period to bring into 
the United States any of the tinsel wire that I had contracted for in the for- 
eign markets. Thus my supply was shut off, and I was forced thereby to turn 
to the American manufacturer, who charged me $425 per case of 100 kilos for 
tinsel much inferior in quality to that which was held up by the strike in 
Rotterdam and which cost me, landed, something slightly below $200 er case of 
100 kilos. 

At present there are two other factories in the United States — one located in 
Baltimore and the other in Manitowoc, Wis. — which. Including my own, employ 
about 500 people, and if the rate of duty as proposed in the Fordney bill is 
enacted it will stop the industry as far as these factories are* concerned or 
force them under the absolute control of the only manufacturer of tinsel wire 
in the United States, thereby automatically monopolizing not only the trade in 
tinsel wire but also that of producing Christmas-tree ornaments from that 
commodity. 

In view of the fact that tinsel, lahn, or lame is made principally of copper, 
and as the price of copper is constantly fluctuating, I respectfully petition you 
to restore the rate of 5 cents per pound as provided In the acts of 1^97 and 1909 
and submit that the adoption of a specific rate would permit importers to 
readily determine in advance the amount of duty due on any consignment and 
would obviate the necessity of constantly investigating Its value in the foreign 
markets, following the ups and down of the price of copper, the principal in- 
gredients entering into it. In addition to this, it would relieve the United 
States appraising officers of considerable difficulty in determining the value of 
each individual importatlon. 

STATBMENT OF OEOBGE M. MONXaOMEBY, BEPBESENTING J. B. 
KONTGOMEBY CO., OF WINBSOB LOCKS, CONN. 

Mr. Montgomery. I am appearing simply to correct an error that 
has crept into paragraph 382 m the printing, and I have explained all 
the error and will file this with the clerk, if you will permit. 

The Chaibman. It will be filed and attention called to it. 

.Mr. Montgomery. Beyond this I find that the auality of our goods 
has been attacked before this committee in a brier filed by one of our 
users, in which he states that thej are not of a quality equal to those 
made in Germany. In reply I will say 

Senator Watson. What is it you are making? 

Mr. Montgomery. Tinsel, imder paragraph 382. During the war 
we manufactured all the silver tinsel used in this country for Christ- 
mas tree ornaments, and since the war about one-third of it. The 
quality has not been questioned in any particular, and our silver 
tinsel, I wish to maintain, is just as good as that made by the Ger- 
mans. We want to continue to manufacture it, and under the opera- 
tions of paragraph 382, as corrected, we can do so. Thank you very 
much. 

BBIEF OF OEOBOE M. MOHTOOME&Y, WIKDSOB LOCKS, OONN. 

In compilance with our request for a correction in paragraph 382 as it appears 
in H. R. 7456, would say that we based our original suggestion in our brief and 
appearance before the Ways and Means Committee of the House upon the 
wording of the tariff act of 1913 (Underwood), Schedule C, paragraph 150 : 
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"Tinsel wire, lame or lahn, made wholly or In chief value of gold, silver, 
or other metal, 6 per cent ad valorem; bullions and metal threads, made 
wholly or in chief value of tinsel wire, lame or lahn, 25 per cent ad valorem ; 
fabrics, ribbons, beltings, toys, or other articles, made wholly or in chief value 
of tinsel wire, lame or lahn, or of tinsel wire, lame or lahn, and india rubber, 
bullions, or metal threads, not specially provided for in this section, 40 per 
cent ad valorem." 

Our suggestions for the new Fordney tariff bill were as follows : 

" Tinsel wire, lame or lahn, made wholly or in chief value of gold, silver, or 
other metal, 10 cents per pound and 25 per cent ad valorem ; bullions and metal 
threads, made wholly or in chief value of tinsel wire, lame or lahn, 10 cents 
per pound and 35 per cent ad valorem ; ribbons, beltings, toys, or other articles 
made wholly ©r in chief value of tinsel wire, lame or lahn, or of tinsel wire, 
lame or lahn, and india rubber, bullions, or metal threads, not specially pro- 
vided for in this section 60 per cent ad valorem ; woven fabi-ics, fringes, and 
tassels, 70 per cent ad valorem." 

The new Fordney bill, paragraph 3^2, H. R. 745G, as passed by the House of 
Representatives, reads as follows : 

" Tinsel wire, lanie, or lahn, made wholly or in chief value of gold, sliver, or 
other metal, 10 caits per pound and 30 per cent ad valorem ; bullions and metal 
threads made wholly or in chief value of tinsel wire, lame, or lahn, 10 cents per 
pound and 35 per cent ad valorem; ribbons, beltings, toys, and other articles 
made wholly or in chief value of tinsel wire, lame or lahn, and india rubber, 
bullions, or metal threads, not specially provided for, 45 per cent ad valorem ; 
woven fabrics, fringes, and tassels, made of any of the foregoing, 55 per cent 
ad valorem." 

The error which we wish to point out Is an omission on page 82 of this bill, 
under paragraph 382, on line 18. After the word " lahn " should be Inserted 
" or of tinsel wire, lame, or lahn." 

In our opinion the bill could be administered better If there was also written 
in, on line 21, page 82, after the word " made," the sentence " wholly or in chief 
value." 

This would make paragraph 382 of H. R. 7456 read as follows, our suggestions 
being written in Italics : 

•• Tinsel wire, lame, or lahn made wholly or in chief value of gold, silver, or 
other metal, 10 cents per pound and 30 per cent ad valorem ; bullions and metal 
threads made wholly or in chief value of tinsel wire, lame, or lahn, 10 cents 
per pound and 85 per cent ad valorem ; ribbons, beltings, toys, and other articles 
made wholly or In chief value of tinsel wire, lame or lahn, or of tinsel wire, 
lame, or lahn, and india rubber, bullions, or metal threads not specially pro- 
dded for, 45 per cent ad valorem; woven fabrics, fringes, and tassels made 
wholly or in chief value of any of the foregoing, 55 per cent ad valorem." 

LEAP, UN, AND TIN FOIL. 

[Paragraphs 386, 387. 389, 393, and 1670.] 

STATEMENT OF EGBERT MOXHAM, REPBESENTlNa THE TIN FOIL 
MANUFACTUBEBS OF THE UNITED STATES. 

Mr. MoxHAM. Gentlemen, I am a tin-foil manufacturer, being 
vice president of the Conley Foil Co., of New York, but in appear- 
ing before you do so not as a representative of this firm only but 
of the tin-foil industry of the United States. Mr. B. N. Schwartz, 
president of Lehmaier-Schwartz & Co., who are also large manu- 
facturers of foil, is here with me and at your service in case any 
<)uestions arise which I am imable to answer. I appear before you 
in connection with paragraphs 386, 389, 393, and 1670. 

Paragraph 393 is the oasket clause in the metal schedule in which 
tin foil lies. 

Briefly, our position is one of opposition to the present schedule 
on tin and leaa as compared with the protection afforded tin foU. 
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Lead, under the Fordney bill, carries approximately 60 per cent ad 
valorem protection on the American valuation. If taken on the cost 
abroad, it is anywhere from 50 per cent to 100 per cent 

Briefly, we feel that this protection is not needed for the lead in- 
dustry, but passing over that, if that protection is to be, we must have 
more on foil. 

I would like to say a word on tin, if I may. We approach the 

Question of tin more as a matter of dread than as a matter of equity, 
it the present time this country is absolutely dependent upon foreign 
sources for tin. We do smelt about 20 per cent of our tin in tms 
country, but that is dependent upon foreign sources for ore. 

Senator Smoot. What do you want on tin ? 

Mr. MoxHAM. We feel a duty of 2 cents is too high. 

Senator Smoot. Well, what do you ask for? 

Mr. MoxHAM. We ask that it remain on the free list, where it has 
been all this time. 

Passing over those features, if tin and lead are to remain as thej 
are, we should have more adequate protection on tin foil. Tin foil is 
a highly fabricated product. 

Senator Smoot. That comes under the basket clause. 

Mr. MoxHAM. Yes. 

I have a brief that I would like to leave with you. In it is a 
suggested amendment of paragraph 393, the basket clause. It reads 
as follows, following the words " 35 per cent ad valorwn " : 

Provided, That any manufactured product covered herein, composed In whole 
or in part of metals upon which there has been imposed by this act specific 
duties, shall carry, in addition to the ad valorem duty herein enacted, a 
specific duty of the same rate as is enacted for the metal components by other 
provisions of this act 

Senator Smoot. Would you have that same duty apply to all com- 
ponent parts of the manufactured article? 

Mr. MoxHAM. Well, Senator, in tin foil we have only the two 
materials — tin and lead. 

Senator Smoot. That would apply to all in this basket clause, 
would it not? 

Mr. Moxham. I would say that that would be equitable. In our 
own case it is equitable. 

Senator Smoot. Then, if you should have 1 pound of lead and 9 
pounds of zinc, jgn would want the same duty on the other 9 
pounds as on the lead ? 

Mr. Moxham. No, sir ; only on the 1 pound of lead. 

Senator Smoot. Then you did not understand my question. 

Mr. Moxham. I suppose I did not understand your ouestion. 

I would like also to bring up the question of bottle cax)s, para- 
graph 387. 

Bottle caps, again, are composed of tin and lead. I can cover 
that briefly by stating that originally we had a number of bottle- 
cap plants in this country, but that due to foreign competition they 
have eliminated themselves one by one until to-day we are the only- 
manufacturers left in the business. We receive imder the Fordney 
bill 40 per cent ad valorem on bottle caps, if they are colored, and 25 
per cent ad valorem when uncolored. I have covered this point in 
the brief. 
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Senator Smoot. You may iBle that brief. Just what does the brief 
propose? 
Air. MoxHAM. The brief proposes 60 per cent ad valorem. 
Senator Saioot. On colored bottle caps? 
Mr. MoxHAM. Our recommendation is: 

Bottle caps of metal, collapsible tubes, and sprinkler tops, if not decorated, 
colored, lacquered, waxed, enameled, lithographed, electroplated, or embossed 
in colors, 60 per cent ad valorem ; 

Senator Smoot. Instead of 25 ? 
Mr. MoxHAM. Yes. 

if decorated, colored, waxed, lacquered, enameled, lithographed, electroplated, 
or embossed in colors 10 per cent extra ad valorem for every color or lacquer, 
enamel, lithographing (electroplating or embossing bronze be counted as two 
colors), plus a specific duty of 2 J cents a pound. 

As bearing that out, I have attached to my brief some recent quo- 
tations on German caps as compared with American caps. Briefly, 
they range from 54 cents on the German caps to $3.65 on American 
caps, and from $1.45, German price, as compared with our price of 
$5.59. 

I would like to point out once again, if I may, the unequitable 
position in which tin foil is placed under the Fordney bill. 

The tin- foil business may be divided into two main categories — ^the 
first, pure tin foil, in which tin is used entirely as a raw material ; 
and, second, composition foil, which is made up of varying amounts 
of tin and lead as a raw material. By far the largest proportion of 
the foil business lies in the composition foil. 

The Fordney bill gives foil, a highly fabricated product, only a 
35 per cent protection, and the advocates of the bill point out inas- 
much as this is based on American valuations it gives a very ample 
protection. 

As compared with this the principal raw material entering into 
the manufacture of foil — lead, a comparatively crude product — is 
given on the basis of a normal American valuation a 50 per cent pro- 
tection (this on the fair assumption that 44 cents may 1^ considered 
as a normal valuation for lead figured on the 2^ cents duty granted). 

I feel sure it will need no extended brief on our part to convince 
your committee that a highly fabricated product such as tin foil, on 
which the greatest care and skill must be exercised in the manufacture, 
is certainly entitled to an equal, if not greater, protection than a com- 
paratively crude material such as pig lead. 

BBIEF OF EOBE&T MOXHAM, HEPBESEHTINO THE OONLEY FOIL 00. 

Bottle Caps. 

Metal bottle caps are Included In the present and past tariff measures under 
paragraph with collapsible tubes. Under the Payne-Aldrich act they carried 
an ad valorem duty of 45 per cent colored and 45 per cent plus a specific duty 
of i cent uncolored. Under the Underwood bill 30 per cent uncolored and 40 
per cent colored. Under the Fordney bill 40 per cent colored and 25 per cent 
uncolored. 

We earnestly ask that this schedule receive attention and that bottle caps 
be given adequate protection, which is entirely lacking under the existing 
conditions. 

The history of the bottle-cap business in this country has been a lamentable 
one. Originally a number of manufnchirers existed, but due to the severe 
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foreign competition .one company after another has given up the manufacture 
until to-day, so far as We know, we, the CJonley Foil Co., are the only manu- 
facturer remaining in the business in the country. Our methods, so far as 
we can determine, are the most advanced in use, employing to the full, auto- 
matic methods, but despite this fact the prices we are able to quote on bottle 
caps are materially higher than those of foreign competitors. Foreign prices 
are lower by reason of lower values of materials (lead and tin) and labor, and 
inasmuch as the present tariff measure is substantially increasing the protec- 
tion of both tin and lead, unless something is done to yield corresponding pro- 
tection to the bottle cap industry, its future In this country is virtually pre- 
determined as a failure. 

Exhibit A attached hereto, a letter from one of our customers, Is entirely 
self-explanatory and illustrative of the condition we are facing. 

The normal condition of a relatively high material labor cost in this country 
is greatly intensified at the present time by the depreciated value of European 
exchange. 

Exhibit B attached hereto sets forth this condition very plainly. 

We urge very strongly, therefore, that paragraph 387 of the Fordney bill, 
as introduced, be stricken from the tariff and in its place the following pro- 
vision be enacted: 

" Bottle caps of metal, collapsible tubes, and sprinkler tops, if not decorated, 
colored, lacquered, waxed, enameled, lithographed, electroplated or embossed 
in colors, 60 per cent ad valorem; if decorated, colored, waxed, lacquered, 
enameled, lithographed, electroplated or embossed in colors, 10 per cent extra 
ad valorem for every color or lacquer, enamel, lithographing (electroplating or 
embossing bronze to be counted as two colors), plus a specific duty of 2i cents 
per pound." 



exhibit a. 

August 12, 1921. 
The Conley Foil CJo., 

New York City. 
Gentlemen : Answering your quotation of August 5, beg to advise your prices 
are out of reason, as same can be ijnported at almost half the price quoted 
by you. 
Thanking you for your quotation, we are. 
Yours, very truly, 

PaBK & TlLFOBD. 



EXHIBIT B. 



Comparison of prices on bottle caps as quoted hu a large German manufacturer 
tcith domestic prices in the United States, 

[Prices quoted in American oorrency with aUowsnoe for e£toot of the Qermsn mark at 90.0128.] 



Approximate size of cap. 



PLAIN. 

1.4 by 0.10 

1.4 by 0.12 

1.4 by 1.4 

1.4 by 1.6 

1.4 by 1.10 

1.4 by 1.12 



German 


American 


prices. 


prices. 


ia54 


• 
$3.65 


.61 


3.69 


.90 


4.44 


.97 


4.65 


1.08 


4.67 


1.18 


4.75 



Approximate size of cap. 




COLORED. 

1.4 by 0.10 

1.4 by 0.12 

1.4 by 1.4 

J.4byl.6 

1.4 by 1.10 

1.4byl.l2 



Note.— To land caps in this country carrying charges would have to be added to the German fleures 
but however liberal the aUowance for this may be, the great diversity of values is stiU appai«nt anci 
points out most strongly tlie necessity of protection. 

Lead, Tin, and Tin Foil. 

The Fordney bill as passed by the House removes metallic tin from tJle free 
list and places on it a 2-cent duty. It advances the duty on lead from 25 per cent 
ad valorem to a specific duty of 2i cents per pound. At normal prices on lead 
this is equivalent to 100 per cent increase. Tin foil is in the unenumerated class. 
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and therefore falls in the basket clause of the metal schedule. Under this it 
receives 35 per cent protection ad valorem, as compared with 20 per cent in the 
Underwood bill and 45 per cent in the Payne-Aldrich bill. It is the urgent con- 
tention of the tin-foil manufacturers of the United States that they are subject 
to unjust discrimination by the Fordney bill. 

Such disruption of the world's commerce was caused by the war that no ade- 
<iuate measure is possible of the protection afforded by the Underwood bill to 
the tin-foil Industry. The Payne-Aldrich Act, under which tin was free, lead 
received 2i cents, and tin foil 45 per cent, seemed to offer, as judged by the 
statistics on imi)orts during the period of its existence, reasonably adequate 
protection to the tin-foil industry. 

Paralleling therefrom and allowing for the present conditions in Europe and 
Japan, it would seem that tin foil, a highly fabricated product, should receive 
greater protection than it did under the Payne-Aldrich Act ; that is, if the duty 
on tin and lead is to be left as at present eHumerated, tin foil for adequate and 
conunensurate protection should receive an ad valorem duty of 45 per cent plus 
a specific duty on the metal contents at an equal rate to that assessed on lead 
and tin in other parts of the metal schedule. (See Exhibit A, attached hereto, 
<H)vering an amendment to par. 393 of the Fordney bill.) 

In this connection it has been pointed out by the framqrs of the Fordney bill 
that the 35 per cent granted therein is equivalent to and better than previous 
protection by reason of the American valuation clause embodied in this bill. 

The tin-foil manufacturers do not feel that they can accept this position, in 
that they can not seriously believe the American valuation feature will be main- 
tained in the ultimate passage of the tariff bill, and it is essential that it be 
thoroughly recognized by Congress that if this provision is stricken out or modi- 
fied, as it undoubtedly will be, that greater protection must be given tin foil if 
present raw-material provisions on tin and lead are maintained. 
Bearing on these: 

Tin. — Reference is made to copy of brief submitted by the tin-foil manufac- 
turers to the House subcommittee on metals, which is attached hereto — Exhibit 
B. In this has been set forth, as clearly as available data will permit, the 
belief of the tin-foil manufacturers that the tin Industry is not entitled to the 
protection it seeks. The dependence of the United States on the outside world 
for tin is so absolute that it is almost self-evident that any Import duty imposed 
by the United States on this material will be followed by retaliatory duties on 
the part of the producing countries, the whole serving to build upon domestic 
prices, not only the import duty i)roposed but the retaliatory exi)ort duties 
occasioned thereby. On commodities into which tin enters largely, such as tin 
^oil, this will work jnot only a decided hardship to the producer, but also to a 
very large percentage of the consuming public in the advance prices created. 
We strongly urge, therefore, that the levying of a duty on tin will react most 
unfavorably on the consuming public and that it should not be considered. 

Lead. — It is believed that 4^ cents may be considered as a normal price for 
lead, on which basis the 21 cents duty is equivalent to a 50 per cent ad valorem. 
Statistics indicate that this country is producing its full requirement ot lead 
And Is exporting large quantities of this material, which facts would indicate 
tbat the industry is in a position to successfully compete with foreign producers, 
^nd it is therefore urged that a protection of approximately 50 per cent ad 
valorem is unnecessarily high. 



EXHIBIT A. 

Outline of amendment to paragraph 393 to put tin foil in balance with raw 
materials. , 

That paragrai)h 393 be amended by the addition, following the words "35 
per cent ad valorem " at the end of the paragraph, of the following: 

** Pro^Hdedy That any manufactured product covered herein, composed in 
-whole or in part of metals upon which there has been Imposed by this act 
specific duties, shall carry in addition to the ad valorem duty herein enacted 
-a specific duty of the same rate as is enacted for the metal components by other 
provisions of this act." 
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EXHIBIT H. 

Hon. G. Q. TiLsoN, 

Committee on Ways and Means, 

House of RepresentaiveSy Washington, D. C 

Gentlemen : We come before you representing the tin-foil manufacturers of 
the United States, in connection with the proposals recently made for the re- 
moval of tin from the free list and the imposition of certain duties thereon. 

The tin-foil business is a long-established American industry, in which a 
number of firms with plants established in various parts of the country partici- 
pate, using, according to Government figures, approximately 4,000 tons of tin 
per year, or approximately 6 per cent of the total consumption of the country. 
Its product is used to a very considerable extent throughout the entire country 
and serves, as, perhaps, no other material can, a most useful part in the mer- 
chandising of food and other perishable products. 

The tin- foil manufacturing industry of this country in appearing before you 
do not wish to oppose any legitimate protective measure that is for the benefit 
of the American consumer as a whole, or for American industry in the broad 
sense, nor do they wish to oppose measures necessary for revenue purposes. 
They do, however, feel very strongly that if tariff is to be imposed for revenue 
purposes that it should be apportioned uniformly over general imports, and that 
an individual commodity should not be singled out to bear undue burden, as 
will result from such measure as that which we now understand is under con- 
sideration by your committee. 

In that it has a distinct bearing on this measure, it should be further stated 
that the tin-foil business encounters formidable competition from aluminum foil 
and specially prepared papers arising not to merit for the particular purposes 
of the competing material, but more particularly through their lighter weight 
per unit of area and any tariff measure that tends to advance prices of the 
principal raw materials entering into the tin-foil industry, namely, tin and lead, 
will react not only on the industry itself but also on a very large percentage of 
the American people seriously, in that tin foil in its application to the food 
business reaches very largely into the every-day life of the average American 
consumer. 

It is our understanding that the proponents of the removal of tin foil from 
the free list have laid their proposals before you on three main counts. These 
are taken up and answered herewith. 

First. They propose that tin in ore or concentrates shall be removed from the 
free list, and that an Import duty of 6 cents per pound be levied thereon. 

According to the facts brought out by the proponents of this measure the 
proposed tax of 6 cents per pound on tin in ore can not be considered, nor 
is it advanced as a protective measure, in that there exists to-day in this 
country no mining of tin. We would urge very strongly upon you that the 
present tariff, with its provision for the levying of a 4 cents per pound Import 
duty on tin in ore upon presidential proclamation when 1,500 tons or more 
of tin was mined in the United States, amply protects any potentiality of tin 
mining that may exist. This provision in the present law not only affords pro- 
tection should a mining industry developed but also offers substantial en- 
couragement and reward for such development. The fact that the measure has 
been so long on the statute books, particularly when coupled with tlie abnormal 
demand and consequent return available existing during the last few days 
through the extraordinary high prices existing, would indicate strongly the 
futility of greater Incentive In this regard. On the other hand, the assessment 
of a duty of 6 cents per pound on Imports of tin in ore, whHe protecting no 
American Industry, can not fall to Increase nmter tally to the consumers of 
the United States the cost of all products into which tin enters or to react 
most unfavorably to those manufacturers who are dependent upon tin for a 
considerable part of their raw material. 

It is clearly evident, not only from the brief of the proponents of the in- 
creased duty on tin but also from the statistics of the Government, that the 
United States is to-day and will in all probability for some time to come be 
entirely dependent on importation for its basic supply of tin, and it is respect- 
fully urged that a measure of heavy duty on such a commodity will have a 
tendency to create retaliatory export duties from the producing countriesr 
which will still further advance the cost of tin-bearing products to the con- 
sumer and still further embarrass the tin-consuming manufacturers of the 
United States. 
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It is admitted by the proponents of the measure that the United States Is 
to-day virtually dependent on Bolivia for its ore supply, though it is further 
admitted by them that' the available ore in Bolivia constitutes but 25 per cent 
of the world supply. Mention is made of the possible augmenting of this 
supply by Chinese ore, but according to the figures of the Geological Survey 
the average Bolivia and Chinese output for years 1913 to 1918 would con- 
stitute but 33,934 metric tons, only a little over 50 per cent of the United 
States consumption for the same period. These figures would seem to indicate 
clearly a dependence for so large a portion of our supply on sources other than 
those named and interested in the smelting of tin that we can not but view 
with alarm the effect on these other sources of an import duty into the United 
States on ore. Further, we are informed that Bolivia is the only tin-producing 
country that does not to-day protect its own smelting business by a differential 
-export duty on tin ores and tliat they are seriously considering such a step. 
It is believed that an import duty on ore entering the United States would 
hasten such action by Bolivia and so react unfavorably on the United States 
<;onsumer. 

In this connection the Federated Malay States now virtually prohibit the 
•exportation of tin in ore by means of differential export duties on tin in the 
form of ore over that in the finished form, so that this all-important supply is 
virtually eliminated as a source for our own smelting industry. 

It is intimated in the brief of the proponents of the higher duty on tin that 
protection is needed by the smelters of the United States not only to cover 
the higher smelting costs but also to equalize the freight differential on the tin 
In the ore as compared with the finished material. 

We would urge strongly that such an argument should not be considered in 
the present consideration. The facts seem to substantiate the statement that 
it costs more to lay down in this country a pound of tin in the form of ore 
than it does a pound of smelted tin freed of the carrying charge on the non- 
bearing tin material, but it is not our understanding that duties are to be im- 
posed to protect at the expense of the ^Vnierican public the inequalities suffered 
by any small group of American manufacturers by reason of their uneconomic 
location. 

It is strongly urged, therefore, that your committee do not favorably consider 
the levying of an import duty on tin in ore on the broad general ground that 
It is not a protective measure and that it is unjust to impose on one commodity 
so abnormal a levy for revenue purposes only. 

Second. The proponents of this measure propose further jq duty of 10 cents 
per pound on tin in bars, blocks, pigs, or grain or granulation or any other 
metallic form, or a differential of 4 cents over ore, which they claim is neces- 
saiT as a protective measure in order that the smeltet*s established in this 
country within the last few years and now producing, according to their state- 
ments, some 19 per cent of the country's consumption of tin, shall be able to 
compete with foreign producers. (Exhibit A attached would seem to Indicate a 
higher ratio of domestic production.) 

They state that a duty of 4 cents " would probably suffice " to equalize the 
difference between the cost of domestic and foreign smelting, and specifically 
ask for such a duty. They point out that some four or more smelters have 
been started In this country within the last few years and indicate that in at 
least two cases these smelters have lost money since starting. They speak in 
general terms of the inability of these smelters to compete with foreign pro- 
ducers, but in so far as we are informed no specific concrete facts have been 
presented that would Indicate what the actual margin of cost inefficiency in 
American smelters is as compared with the foreign. 

In consideration of this matter, It would seem to be just to consider the con- 
ditions under which these smelters were built in the United States. In 1916, the 
time the first smelter was put into operation, the country was under the direc- 
tion of a low-tariff administration. In the face of this condition four or more 
smelters were built and in at least two cases the parties engaged were large 
influential firms, well versed In the knowledge of smelting business generally 
and well provided with the technical and research talent to measure the possi- 
bilities of their investment In the locations chosen. In one case at least the 
direct knowledge of foreign smelting conditions was In the hands of the builders 
by reason of their smelting operations In England. 

In view of these facts, it seems incumbent upon the proponents of the measure 
to lay before the American people conclusive and concrete evidence of the neces- 
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slty for the protection they crave. This from such facts as are available to \i» 
they have not done. 

Furthermore it Is a grave question whether the smelters which, as pointed out 
by the proponents of the higher duty, have lost substantial sums on an opera- 
tion of some magnitude in the years Immediately succeeding 1916 can hope to 
be put upon a profitable basis by any measure that would not be discriminatory 
to the thi-consuming public. In this connection we would point out that the 
official prices of tin over the years 1916 to 1920 (omitting 1918, the data for 
which is not available) average 61.6 cents per pound, with a high of $1.10 per 
pound and a low of 321 cents per pound. This average is more than 20 cents 
per pound over the five years preceding 1916 and is over 83 cents per pound 
over the average of the 25 years preceding 1916. It is admitted that these 
were years of high productive costs generally, but after due allowance for thla 
fact, the conditions of supply and demand during the period in question were 
such as to indicate a very much more substantial margin of profit to the produc- 
tion of a material so much in demand and so restricted in supply as tin than 
can be achieved by any measure of tariff protection compatible with the public 
interest, and if the smelters in question could not prosper under the conditions^ 
existing during their operation to date, no conceivable duty would seem ade- 
quate for their protection. 

Bearing on the point raised under " ore " as to retaliatory duties from foreign 
producers, it is a fact that virtually all the tin-producing countries to-day pro- 
tect their tin by a differential in export duty between tin in the finished form 
and tin in the form of ore. Any danger that may exist of the stirring up of 
retaliatory duties on the part of the tin-producing countries by the imposition 
of an Import duty on tin In ore is still further intensified by the consideration 
of an additional duty on tin in the pig form. It is, we believe, axiomatic that an 
import differential imposed on entry into this country on tin in the metallic 
form over tin in the form of ore calls for an Increased differential on the part 
of an exporter to maintain his present equilibrium. Such a cycle once started 
will still further Increase the burden to the tin consumers of the United States. 

Bearing on the proponents* reference to foreign competition, and particularly 
with reference to CJornwall, England, It is of interest to note that during the 
years 1916, 1917, 1919, and 1920 (1918 not available) that the production of 
tin In Cornwall was 15,401 tons as against a production In the United States of 
37,454 tons, and It Is to be particularly noted In these figures that the margin 
of surplus production in the United States shows an increasing ratio over 
Cornwall In the latter years. These figures raise a very serious doubt in the 
minds of the tin consumer of the relative weakness and need of the new Ameri- 
can industry for protection at least so far as the Cornwall competition is con- 
cerned. 

We would urge therefore that sufficient facts have not been presented to 
Justify the consideration of a duty on tin, and that a duty will react unfavor- 
ably to the American public. 

Third. The proponents of the measure state that the effect of such a duty on 
the consuming trade of the United States, assuming that the entire duty could 
be covered in the domestic price, would be unimportant, if not entirely neg- 
ligible, basing their statement on the ground that tin is used almost wholly as 
an alloy or In small proportions of the various finished products In which it is 
marketed. 

In general. It may be pointed out that the actual facts are not in accord with 
this presentation. It Is true that tin Is used In large part In alloy, and so enters 
Into the final cost In only proportionate amounts. However, In the case of tin 
foil, and we are Informed in other industries, the proportions of tin in the alloy 
are sometimes quite marked. In fact. In the ease of tin foil a very considernble 
portion of the business — ^for food products — is made up entirely of tin, and it 
is particularly on this portion of the business that competition is to-day, and 
has been over a long period particularly strong from aluminum and the specially 
prepared papers. It may be stated without fear of contradiction that a duty of 
10 cents per pound on tin, if covered in large part In the domestic price would,, 
unless absolute unforeseen changes In the cost of aluminum and specially pre- 
pared papers came about be absolutely prohibitive to such portion of the tln-foll 
business as Is open to competition with these materials. It is an open question 
Just what proportion of the tin-foil business would be open to this competition, 
but It may be stated that It would be a very broad percentage. 

Aside from the very grave aspect that such a condition presents to the tin-foil 
manufacturer, we ask, and perhaps with better grace, your consideration of the 
serious effect that such a measure would have on a considerable portion of the 
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consuming public. Through its very perfect sanitary, hygenlc, and protective 
features, tin foil, and particularly those grades made entirely of tin, plays a ' 
very important part in the protection and delivery of edible products to the 
American consumer, and a very considerable proportion of the American public 
can not fail to be materially affected by your decision in the matter. 

In summarizing our position therefore, we wish to again emphasize the fact 
that the tin-foil industry as such does not seek to embarrass the consideration 
of adequate protective measures of which the industries of this country have a 
logical need. We do not feel very strongly, however, and have endeavored to 
point out by the facts presented herein that the tin-consuming industries and the 
tin-consuming public in the United States would be most seriously effected by 
the removal of tin from the free list, and that such action would result in mate- 
rial hardship to a very considerable proportion of the citizens of the United 
States. In fact, it is believed such a measure would react unfavorably even to 
that portion of American industry proposing the measure at present under con- 
sideration, in that it is believed that the restrictions of tin consumption that 
would follow the passage of such a measure would more than offset the price 
betterment that would be created. 

For such weight as it may have on the general economic situation, there is 
also pointed out the belief that such a duty on tin either in the form of ore or In 
the final metallic form stocks in this and foreign countries, thus delaying fur- 
ther the orderly progress of liquidation, which, if allowed to proceed normally, 
will tend to establish a sound and stable market necessary for normal business. 

The tin-foil manufacturers do feel very strongly, however, that if the existing 
schedules on tin are changed that tin foil should carry in addition to such ad 
valorem as it may enjoy, a specific duty based on the metal contents of the 
foil to the extent of the "specific assessments on tin over the present schedules. 
We wish, however, very strongly to i)oint out to your committee that it is not 
believed that such a provision would protect or in any way adequately compen- 
sate the tin-foil industry for the harm that would be done it by the proposed 
duty on tin, and that such a measure is merely asked to keep tin foil in balance 
with its raw materials, if such a measure on the raw materials referred to must 
be enacted. 

In support of the various figures presented herewith there are attached in the 
form of exhibit certain basic figures which may be of interest to your committee. 
These are all available in Government or general publications and are merely 
attached for the convenience of your committee. 

Respectfully submitted. 

Tin Foil Manttfactubebs of the United States. 



Comparison of United States toitJi world's consumption of tin, with figures of 

United States smelters.^ 

[From statistics published by the American Metal Market for 1921.] 
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> The flsures herewith indicate a higher ratio of domestic production tlian is indicated In the brief of the 
proponents of duty on tin. 

« Based upon tin content of ore or concentrates imported into the United States as reported by Depart- 
nent of Foreign Commerce. 
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Dispoaition of Bolivian we as hetween Europe and the United States} 
[From statistics published by the American Metal Market for 1921.] 
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Tarts, ' 
4,300 I 
4,849 I 
11,596 1 
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22 
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45 
51 



I 



1 The foUofving Agures represent BoUvIan ore or concentrates reduced to tin content. 
* No statistics compiled for 1918 account incomplete reports. 

Note.— The United States is now consuming over 50 per cent of Bolivian shipments,* no duty on Bolivian 
ore into England. 

Disposition of Chinese tin as tetween Europe and the United States} 
[From statistics published by American Metal lifarket for 1921.] 
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54 
90 
20 
62 



V United States already consuming 62 per cent of Chinese output. Figures herewith whon coupled 
with those of BoUvia would indicate scarcity of supply from these two sources for total American market. 
> Government restrictions on imports applied during 1919. 

Comparison of tin production^ in tons, Cornwall, England, with United States, 
from foreign ore or concentrates, 

[From statistics published by American Metal Market for 1021.] 
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None. 
None. 
None. 
None. 
None. 
None. 
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1.5,400 ! 37,454 



United 
States 
produc- 
tion in 
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484 

750 
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1 Based ap^n imports of tin ore or concentrates according to statistics Issued by Department of Foreini 



Commerce. 
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Pig tin prices, in cents per pound — New York, 30 years, 1891-1920, 
[Prom itatistics publislied by the American Metal Market for 1921.] 
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65.00 


85.66 
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16.64 
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28.19 
2&08 
31.55 
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i 1914 
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1900 
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38.66 


1001 


1 1916 


43.48 


1008 


' 1917 


61.86 
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' 1918 


86.80 


1004 


1 1919 


65.54 


1005 


ia2o» 


50.36 




! "^ 

! 





1 Average, 6 years, 1911-1916, $0.4156. 

s Average 25 years, 80.2856. 

• Average 5 years, 1916-1920, $0.6160. 

ZINC OEE AND PEOBTICTS OF ZINC. 

[Paragraphs 390 and 391.] 

STATEMENT OF E. H. WOLFF, BEPBESENTING THE AMERICAN 
ZINC INSTITUTE, NEW YOBK CITY. 

Senator Smoot. Please give your name for the record. 
Mr. Wolff. My name is E. ft. Wolff. I am the operating head of 
a smelting plant and rolling mill. However, I am here as president 
of the American Zinc Institute. I have with me representatives of 
about 15 producing companies. 

Senator Smoot. Do I understand, Mr. Wolff, that you are going 
to speak for all the companies. 

Mr. Wolff. All of the zinc companies from the mining to the 
finished product. I have a brief that I wish to present, and ask 
your permission to file it. 

iSenator Smoot. You may proceed. Your brief will be printed as 
a part of your remarks. 

Mr. Wolff. I thank you. In the individual membership of the 
institute are represented substantially all of the people of the United 
States who are engaged in the mining, milling, smelting, and manu- 
facturing of zinc and the products of zinc. We are interested in 
paragraphs Nos. 74, 88, 390, and 391 of the pending tariff bill. 

On behalf of the United States zinc industry, the president of the 
institute, being thereunto duly authorized by its board of directors, 
last January presented to and filed with the Ways and Means Com- 
mittee a brief explaining the absolute necessity for an adequate 
tariff on zinc ore and the products of zinc. Briefs were simul- 
taneously presented and filed by Mr. William A. Ogg, president of 
the American Zinc, Lead & Smelting Co., and Mr. Otto Euhl, mining 
engineer, Joplin, Mo. These correlated briefs, to which your atten- 
tion is respectfully invited, will be found in the attached tariff 
reprint of the bulletin of the institute of that period. It is, how- 
ever, natural that in more than seven months some changes in the 
situation should have taken place. On behalf of the zinc-mining 
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section of the institute, with headquarters at Joplin, Mo., Mr. Ruhl 
has filed or will file with this committee a supplemental statement 
dealing primarily with zinc ore. 

Viewing the industry as a whole, however, I wish at this time to 
present a orief statement of facts for your consideration. 

In January^ when the brief of our industry was presented to the 
WsLjs and Means Committee, testimony was given showing that 
foreign metal was being offered in this country at a price lower than 
the American market, and we laid stress upon this menace. Our 
prediction was verifiecL as is shown by the Government reports of 
importations during March and April of this year. 

The condition of the industry has become worse instead of better. 
Zinc mines have continued to shut down until to-day a very large 
percentage of the zinc mining, smelting, and rolling mill capacity 
of the United States is idle. 

Senator Smoot. If this is the brief you intend to file, I suggest 
that you spend no time reading it. Of course, we are auite fanmiar 
with general business conditions. You had better address yourself 
to those things which are not in your brief. 
Mr. WouFT. Perhaps I should. 

Senator Smoot. The committee will have every word of that 
before it. 

Mr. Wolff. However, there are one or two points in this brief 
that I should like to emphasize. • 

Senator Smoot. If there is anything special, we would like to 
hear that. 

Mr. Wolff. One of those points is that the bill, as written in 
the House of Representatives, is not satisfactory to us ; that is, it is 
not satisfactory to the zinc industry. They put a duty on zinc 
ore, which is the raw material, and they gave that raw material pro- 
tection for the life of the bill, but for the products of that raw 
material they give a two-year protection. 

Senator Smoot. And you object to the two-year protection? 
Mr. Wolff. We object to that phase of it; yes. It is a very 
logical conclusion as to what the result at the end of two years 
wul be. 

Senator Dillingham. Are you interested in the higher grades 
like oxide and chlorate, etc.? 

Mr. Wolff. I represent all the zinc production of the country. 
This association of ours was not in existence when the former tariff 
bills were written. At that time the representatives of the various 
products appeared before the committees in person representing 
their own individual companies. We now are together in an asso- 
ciation, and that association has prepared this presentation for the 
industry. In other words, our house is not divided; we are abso- 
lutely together. 

Senator Dillingham. Under this bill I see there is no differential 
provided as between zinc ore and the other forms of manufactured 
zinc- With lead it is quite different. We place a higher rate upon 
white lead than upon lead ore, for instance. 

Mr. Wolff. I think that has been taken care of, Senator. If you 
refer to oxide, that has been taken care of by a brief of the secre- 
tary of our association, who appeared here several days ago. 
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Senator Dillinoham. Oh, I did not know that he had appeared 
here. 

Senator Smoot. We give you the same rates as in the Payne- 
Aldrich bill ; that is, on zinc block, zinc dust, and so on. 

Mr. Wolff. Do you mean that the Fordney rates are the same? 

Senator Smoot. As in the Payne- Aldrich bill. 

Mr. Wolff. They are slightly higher. Senator, 

Senator Smoot. The Payne- Aldrich bill gave you on zinc blocks, 
or pigs and zinc dust, If cents per pound. 

Mr. Wolff. That was for the life of the bill, but we have higher 
rates for the two-year period. 

Senator Smoot. I want to know which one you want? 

Mr. Wolff. We want the higher rates. Our rates are set out in 
the brief. You will find them when you get to it. 

Senator Smoot. Yes. That will be the best place to find them. 

Mr. Wolff. Another point that I would like to refer to is that 
our operating costs are getting up higher than they were in prewar 
years. One of the important facts to be considered is that the zinc 
industry as a whole operated on a 12-hour basis. To-day it is on 
the 8-hour basis, which is the American day, and no one expects that 
we will go back to the 12-hour basis. That in itself is going to in- 
crease the labor costs permanently about 30 or 35 per cent. 

Then there is the further fact that freight rates have a very large 
bearing on our business. This is all heavy tonnage, and the amount 
of money involved in the payment of freight is very large indeed. 
While it is true that the rates are somewhat higher to-day than we 
care to see them, and we expect them to come oack to a somewhat 
more normal basis, yet we do not expect them to go back to what they 
were in 1910, 1912, or 1913. 

Senator Smoot. I think that is right. . 

Mr. Wolff. Another matter to be taken into consideration is fuel. 
Fuel is high to-day compared with prewar days, and we do not ex- 
pect to see fuel come back to that point. I might say that the zinc 
industry has had protection for many years. It has been understood 
that zinc had protection. It has never been coming into this country 
in any large volume^ and I do not think anyone expects it to come in 
from foreign countnes. It is a domestic proposition. We should like 
to have it remain so. That is all I have to say, gentlemen, unless 
you have some questions that you wish to ask. 

BRIEF OF S. K. WOLFF, BEPBB8SNTIV0 AMEBIOAH ZING IH8TITUTS (INO.). 

In the individual membership of the institute are represented substantially 
all of the people of the United States who are engaged in the mining, milling, 
smelting, and manufacturing of zinc and the products of zinc. 

We are interested in paragraphs Nos. 74, 88, 390, and 391 of the pending tariff 
biU. 

On behalf of the United States zinc industry the president of the institute, 
being thereunto duly authorized by its board of directors, last January pre- 
sented to and filed with the Ways and Means Committee a brief explaining the 
absolute necessity for an adequate tariff on zinc ore and the products of zinc. 

Briefs were simultaneously presented and filed by Mr. William A. Ogg, 
president of the American Zinc, Lead & Smelting Co., and Mr. Otto Ruhl, min- 
ing engineer, Joplin, Mo. 

These correlated briefs, to which your attention is respectfully invited, will 
be found in the attached tariff reprint of the bulletin of the institute of that 
period. 
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It is, however, natural that in more than seven months some changes in the 
situation should have taken place. 

On behalf of the zinc mining section of the institute, with headquarters at 
Joplln, Mo., Mr. Ruhl has filed or will file with this committee a supplemental 
statement dealing primarily with zinc ore. 

Viewing the industry as a whole, however, I wish at this time to present a 
brief statement of facts for your consideration. 

In January, when the brief of our industry was presented to the Ways and 
Means Committee, testimony was given showing that foreign metal was being 
offered in this country at price lower than the American market, and we laid 
stress upon this menace. Our prediction was verified, as is shown by the 
Government reports of importations during March and April of this year. 

The condition of the industry has become worse instead of better. 

Zinc plants have continued to shut down, until to-day a very large per- 
centage of the zinc mining, smelting, and rolling mill capacity of the United 
States is idle. 

The estimated slab zinc capacity of the United States is approximately 650,000 
tons. We produced in July at the rate of only 186,000 tons per annum, or 
approximately 80 per cent of capacity. While the stated capacity may be in. 
excess of the normal consumption during normal years, yet the present rate of 
production in any plant now In operation Is below the point at which it can 
operate successfully even with a fair metal market. 

Our stock of primary slab zinc on hand at smelters' plants on August 1 was 
94,524 tons, or between six and seven months* output at the estimated August 
production rate of 15,000 tons. To this should be added warehouse stocks, 
owned by others than smelters, of approximately 5,000 tons. This makes a total 
of stock on hand In this country of practically 100,000 tons of slab zinc. 

This is confirmed by a recent report made by Mr. C. E. Siebenthal, of the 
United States Geological Survey, covering the first half of the year 1921, from 
which we quote as follows : 

*' Reports submitted by all zinc smelters which operated during the first six 
months of 1921 show that the production of zinc from domestic ore in that period 
was 100,781 short tons and from foreign ore 1,744 tons, a total of 102,525 tons, 
as compared with 205,269 tons In the last half of 1920 and 258,108 tons in the 
first half. The stock of zinc held at smelters and in warehouse June 80 was 
94,747 tons, having Increased from 71,037 tons at the end of 1920 and 29,892 tons 
at the middle of that year. 

" The demoralization of the zinc Industry during the half year with Imports 
of 7,405 tons, exports of 2,255 tons, and apparent consumption of 83,965 tons, is 
strikingly shown by comparison with the two periods of 1919 and the first half of 
1920, when imports were nothing, exports from 70,000 to 90,000 tons, and con- 
sumption from 160,000 to 175,000 tons. 

"World zinc stocks have been recently stated as about 160,000 short tons, 
exclusive of the stocks of sheet zinc, of which Belgium Is reported to hold 46 000 
tons." 

Until political disturbances In Europe disorganized industry in one of the 
principal zinc-producing centers of the world, Importations of slab zinc into this 
country were, according to Government figures, growing, reaching in April 
6,300,000 pounds, with a total for the 10 months ending April of over 13,000,000 
pounds. 

In spite of any testimony to the contrary which may be presented to this com- 
mittee, we who are in close touch with world conditions as they affect the 
businesses which we ourselves have reared have every reason to believe that as 
soon as order is restored in the affected district we shall again be confronted 
with price offerings which will further discourage our domestic zinc producers 
or with actual zinc importations on a large scale. 

Excepting zinc oxide, the bill as reported to the House of Representatives pro- 
vided a certain schedule of duties for two years only and a certain lower schedule 
thereafter. (See appended table of zinc tariff rates.) This lower schedule is. 
In fact, the rates appearing in the tariff act of 1909. (It should be borne in mind 
that these 1909 tariff rates were originally fixed when our zinc plants were 
operating on a 10 or 12 hour instead of an 8-hour basis and paying freight- 
charges one-half the present freight schedule.) 

Just before the passage of the bill in the House the Ways and Means CJom- 
mlttee awakened to the fact that the zlnc-minlng Industry of this country is 
threatened almost with extinction. They, therefore, voted to make the two-year 
rates on zinc ore only the rates for the life of the bill. 
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But in the stress of their work the members of the Ways and Means Committee 
overlookecl the fact that after two years, if the rates on the products of zinc ore 
are not similarly advanced, these higher ore rates will be practically valueless to 
the zinc miners of this country. 

In this connection the question naturally presents itself as to where, after 
two years of the higher ore rates, are the zfnc miners of the United States to 
find a market for their ores? That market Is wholly a domestic one. It must, 
therefore, be obvious to all that, unless the rates on the products of zinc are 
advanced in keeping with the rates on zinc ore which were at the last minute 
decided upon the Ways and Means Committee as necessary to the salvation 
of our zinc miners, there will he no market for domestic zinc ore after two 
years. 

Here, too, the principle elucidated in Mr. TuthilFs brief on zinc oxide applies, 
namely, the propriety of a higher duty on the manufactured products of ore 
than on the ore itself, this on the theory that the labor and capital Involved in 
further processing are entitled to their share of protection. 

Furthermore, the position of our manufacturers of the products of zinc, the 
sole buyers of our zinc ore, is as serious as that of the miners of zinc ore. 

The schedule of rates submitted by our institute is based upon the indisput- 
able fact that adequate tariff duties must be extended to all branches of the 
zinc industry if that industry is not to suffer as a whole. This is not only the 
view of llie Anieric^an Zinc Institute, representing the zinc industry of this 
country, but it is also, we are privileged to sa>% the view of the members of 
Congress who represent otir zinc ore producing districts. 

On August 16 the institute, through its secretary, presented to and filed with 

> this committee a separate brief on zinc oxide, a strictly zinc product, now In- 

ara>ropriately appearing in the chemicals, paints, and oils schedule of the bill. 

We renew our request for the transferring of zinc oxide to the zinc section of 

the bill. 

We also request that, whatever rate of duty this committee shall see fit to 
impose upon zinc-bearing ores, the pro<lucts of such ore shall be favored with 
appropriate duties somewhat higher than the duty imposed on the ore from 
which slab zinc, rolled zinc, zinc oxide, and other sine products are manufac- 
tured. This elemental principle was faithfully observed by the Ways and 
Means Committee In making the lead rates, but It was ignored by that commit- 
tee in making the asinc rate9» as is shown by the following table : 



Cents. 

Lead ore., li 

Pig lead 21 

White lead 21 

And other lead Items in chemi- 
cals and metals sections. 

Zinc ore li 

Slab zinc 1| 

For two years only 2 

Zinc oxide, therelore, should be treated on a parity with slab zinc lu view of 
the similarity prevailing in the matter of process and, therefore, of cost to make. 

The schedule of rates requested in the general brief of the institute last Jan- 
uary was agreed upon only after several conferences participated In by prac- 
tically all of the leading men of the zinc industry. They are as follows : 



Cents. 
Zinc oxide U 

Zinc chloride 1.8 

Zinc sulphate 5 

Zinc sulphide 11 

Lithopone IJ 

And other zinc items in chemi- 
cals and metals sections. 



Cents. 

Ore up to: 

10 per cent Free. 

10 to 20 per cent li 

20 to 25 per cent li 

Over 25 per cent 2 

Zinc dust 81 



Cents. 

Slab zinc 2} 

Sheets 3} 

Sheets, coated 3} 

Old and womout 2} 

Zinc oxide, dry (not containing 

more than 25 per cent lead)— 2} 



A recent canvass of these men showed that they still favor the adoption by 
Ck>ngress of the schedule of rates proposed by our Institute In Its first brief as 
a rational aid to the restoration of their industry to its normal proportions. 

It is their unanimous belief that, having had an opportunity to present their 
case to your committee, you gentlemen and the other Members of Congress will 
fully appreciate the exigencies of their Industry and finally agree upon such 
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rates as will assure adequate pFotection to an American "key industry ,»• 
patiently built up through the years to supply a gradually growing demand 
for Its products at a reasonable price while giving steady employment to many 
thousands of American workmen especially trained in the industry. 

Zinc tariff rates. 



Act of 

1909. 



Act of 
1913. 



Proposed 
institute. 



Reported by Ways 
and Means C<mi* 
mittee, 1021.1 



Two 
years. 



There- 
after. 



•Ore op to— 

10 per cent 

10 to 20 per cent. . 

20 to 25 per cent.. 

Over 25 per cent. 

..Slab sine 

^incdust 

-Sheets 

■Sheets, coated 

t)la and womout — 

Zinc oxide, dry * 

Zinc oxide, in oil 



Centt. 
Free. 



3 



Percent. 
10 
10 
10 
10 
16 
15 
15 



CenU, 
Free. 

p 

S 
2 

a 



Centt, 
Free. 

J' 



C^nls. 
Free. 



1 



1 Passed by the House July 21, as reported, except that two-year rates on ore were made pennaneni^ 
rates at last minute. 

s 1909. sfaio oxide not oontafaiinf lead; 1913, lino oxide not contalnhig more than 5 per cent lead; reported 
line oxide not crnitaJning more than 25 per cent lead. 

BUTJLETIN OF THE AMERICAN ZINC INSTITUTE (INC.) 

[Jannary-Febmary-March, 1921.] 

"The number of workers normally employed in all branches of the zinc 
industry is estimated to be over 50,000, mostly skilled workmen. With Its raw 
material assured, the zinc industry needs only adequate protection to assure 
continuous employment to its workers and a reasonable return on the capital 
invested." B. H. WolflP, president 

I. Observations — ^Tariff. 

" Business men are fairly hit in the face by the necessity for closest coopera- 
tion." United States Chamber of Commerce. 

On December 28, 1020, Mr. Eugene H. Wolff, president of the institute, sug- 
gested that the directorate be canvassed, with a view of learning the attitude 
of its members in respect to the institute as an organization interesting itself 
in behalf of pending and prospective zinc-tariff legislation. 

That canvass resulted in meetings of the board of directors being held In New 
York on January 10 and 11. 

One or both of these meetings were attended by — 

Directors: Messrs. Baker, Brennemann, Cobb, Evans, Gaines, GrasseUi, 
Hegeler, Ogg, Orr, Palmer, Rossnmn, and Wolff. 

Upon invitation: John R. Dillon, treasurer Butte & Superior Mining CJo. ; 
Alton D. Edes. president Edes Manufacturing Co. ; Benjamin Lissberger, presi- 
dent United Zinc Smelting Corporation; H. W. Lohman, treasurer United 
Zinc Smelting Corporation; Otto Sussman, representing the American Metal 
Co. (Ltd.) ; Wade A. Taylor, chairman board of directors the American Zinc 
Products Co. ; Benjamin G. Wells, president Illinois Zinc Co. ; Howard I. 
Toung, manager of mines, American Zinc, Lead & Smelting Co. 

It was voted by the directors that the institute should as an organization 
take the necessary action to secure an adequate tariff upon zinc ore and the 
products of zinc. 

A draft of brief subsequently prepared under the direction of Messrs. Ck>bb, 
Gaines, Grasselli. Hegeler, and Ogg (a copy of which brief has been sent to 
each member of the institute) was approved at the meeting on the 11th. 

At the same time the president was authorized to present the brief on behalA 
of the institute at a scheduled hearing of the House Ways and Means Ck>m- 
mlttee at Washington on January 13. He was also authorized to cooperate, 
if possible, with the zinc tariff representatives from the trl-State distrtct. 
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namely, Messrs. O. W. Sparks, Otto Ruhl, and Richard Jenkins. Mr. Wolff 
asked that as many members of the Institute as could make the trip should 
.accompany him to Wajshington. 

Mr. Ogg, at the request of the board, agreed to present at that hearing a 
comprehensive brief on the tariff question which he had prepared on behalf of 
his company. (See Mr. Ogg's brief.) 

A conference in Washington on the morning of January 12 resulted In a 
prompt meeting of the minds of the tariff delegations of the institute and the 
tri-State district, and the institute brief was then ordered printed for use at 
the hearing and for general distribution. This conference was attended by 
Messrs. Brennemann (president Matthlessen & Hegeler Zinc C!o.), Gaines (gen- 
eral manager Premier Mining Co.), Grasselli (treasurer the Grasselli Chemical 
Co.), Hegeler (president the Hegeler Zinc Co.), Jenkins (secretary-treasurer 
tri-State section, American Zinc Institute), Ogg (president American Zinc, 
Lead & Smelting Co.), Palmer (president the New Jersey Zinc Co.), Ruhl. 
Sparks, George C. Stone, Henry S. Wardner, Wolff (secretary and general 
manager Illmois Zinc Co.), and Young (manager of mines, American Zinc, 
Lead & SmetUng CJo.). 

The gentlemen attending the conference then adjourned to the Capitol, 
where the conditions of the zinc Industry were explained to Congressmen 
Campbell (Kansas) and Cannon (Illinois) and to Senator Curtis (Kansas) 
and others. 

That afternoon Messrs. Wolff and Ogg drew a proposed substitute for -the 
amendment of Senator Spencer (Missouri) to the House emergency zinc tariff 
bill, incorporating in the proposed substitute amendment the rates set forth 
in the brief of the institute. This proposed amendment was thereupon sub- 
stituted by Senator Spencer for his amendment to the House emergency zinc 
taHff bill. 

On the morning of the 13th the president of the institute, accompanied by 
the gentlemen who had come to Washington • with him, appeared before the 
House Ways and Means Committee. 

(>)ngressman Campbell in a short but strong address opened the hearing 
on behalf of the zinc industry. He was followed by Messrs. Sparks, Ruhl, 
Wolff, and Ogg. Each of these gentlemen presented as fully as time permitted 
the claims of the zinc industry for an adequate tariff on zinc ore and the 
products of zinc. 

Through the courtesy of Senator Spencer a hearing was also had before the 
Senate Finance C(Mnmittee, Mr. Ogg presenting the claims of the zinc industry 
to that committee. 

It is the bounden duty of every American directly or indirectly interested 
in the production of zinc ore and the products of zinc widely to circulate the 
tariff brief of the institute and also to impress without ceasing upon his 
Representatives in Congress the fact that in order for the United States zinc 
industry to live and to serve the Nation this " key industry " nmst adequately 
produce, that in order to continue adequate production it must sell, and that 
in order that it may sell this domestic production the Congress of the United 
States must by safeguarding legislation forthwith put an end to foreign competi- 
tion, which is closing plants and throwing out of employment thousands of 
skilled Ajnerican workers and imperiling capital investments aggregating hun- 
dreds of millions of dollars. 

Unless adequately protected, how can this " key industry " exist in the face 
of frequent foreign bona fide offerings like the following, recently made by a 
responsible Paris house to an equally responsible New York house: 

"A firm offer of 890 tons of high-grade slab zinc at the equivalent of 5.77 
cents per pound, New York, duty paid ; also 1,000 tons or ordinary slab zinc at 
the equivalent of 5.36 cents per pound, New York, duty paid." 

These prices, in each instance below the cost of production in the United 
States, demonstrate the absolute necessity of Immediate action by Congress on 
the subject of adequate protection to one of the Nation's " key industries." 

Although the tariff brief submitted to the Committee on Ways and Means 
of the House of Representatives and also filed with the Senate Finance Com- 
mittee by the institute at the zinc tariff hearings on January 13, 1921, was 
printed in full in the records of the hearings, and although a copy of this brief 
-was subsequently mailed to each of the members of the institute and to each 
of the members of the said congressional committees, it is, with the names of 
the active members of the institute omitted, reprinted below in the hope that 
through its still wider distribution we shall be able to impress more deeply 
uiK)n our national legislators the critical position of the zinc industry in the 
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face of a foreign competition that can only be met by the enactment of a tariff 
law embracing the schedules suggested by the Institute. 

For the same reason the briefs of Mr. William A. Ogg, president of the Ameri- 
can Zinc, Lead & Smelting Co., and Mr. Otto Ruhl, of Joplin, are likewise 
presented. 

Brief of the American Zinc Institute (Inc.).' 

New York, January 11, 1921. 
Committee on Ways and Means, 

House of Representatives y Washington, D, C, 

Gentujmen: The American Zinc Institute, composed of substantially all of 
those engaged in the mining, smelting, and manufacture of zinc and zinc 
products (representing more than 95 per cent of the industry), in accordance 
with instructions of the board of directors submits the following brief: 

This institute is vitally Interested in paragraphs 162 and 163 of schedule C, 
and In paragraph 61 of Schedule A, as shown In "Summary of Tariff Informa- 
tion, 1920." 

Present paragraph 162: Zinc bearing ores of all kinds, 10 per cent ad 
valorem. 

Present paragraph 163. Zinc in blocks, pigs, or sheets, and zinc dust ; and old 
and worn out zinc fit only to be remanufactured, 15 per cent ad valorem. 

We recommend these be changed t6 : 

Paragraph 162: Zinc-bearing ores, containing less than' 10 per cent metallic 
zinc, free. 

On all zinc-bearing ores containing more than 10 per cent and less than 25 
per cent metallic zinc, li cents per pound on metallic zinc contained therein. 

On all zinc-bearing ores and zinc drosses containing more than 25 per cent 
metallic zinc, 2 cents per pound, on metallic zinc contained therein. 

Paragraph 163: On zinc in blocks, pigs or slabs, and on old and worn out 
zinc fit only to be remanufactured, 2f cents per pound. 

Zinc, oxide of, and white pigment containing zinc, but not containing lead, 
dry, 2} cents per pound. 

(Previously classified under Schedule A, but now appropriately classified 
under Schedule C, as being entirely a zinc product) 

On zinc in sheets, plates, strips, coils or plated with nickel or other metals, or 
any of these rolled zinc products in fabricated form, and zinc dust, 3 J cents 
per pound. 

The reasons for theaie recommendations follow : 

The zinc Industry of America at present is in the worst period of depressiOD 
it has ever experienced. A continuation of present conditions for any length 
of time will bring disaster, in many cases irreparable, to the industry. This 
is due mainly to the conditions in Europe, where slab zinc is now being produced 
at a much lower cost than here, and this is exaggerated by the present rates of 
exchange. The stocks of slab zinc and sheet zinc now on hand here are over 
70,000 tons, and it is believed there are 100,000 tons on hand in Europe, a total 
equal to nearly six months' normal consumption of this country before the war. 
The European smelters have now largely recovered from the effects of the 
war, and ore, slab zinc and other zinc products are being Imported into the 
United States. 

In consequence, a large proportion of the zinc mines and smelting works of 
this country are shut down and those that are operating are doing so at a 
heavy loss, with greatly reduced output, merely to hold together the nucleus of 
their organizations. 

Zinc is the third most important base metal of the world and during the war 
it proved to be essential for the production of cartridge metal. If it had not 
been for the response of the zinc industry in the United States to the call 
made upon it the Allies could not have continued to wage war successfully. 

Over the past five years a greatly increased production of zinc ore has been 
developed and many new smelting works have been established throughout the 
country. There are 47 smelting works established In nine States, distributed 
from New Jersey to Colorado and from Wisconsin to Texas. Between 1914 
and 1916 the zinc smelting capacity of the country was doubled, and In addi- 
tion a large electrolytic zinc plant was established in Montana. During the 
same period the Missouri-Oklahoma-Kansas field was also developed, which 
has proved to be the richest and largest zinc ore district the world has yet 



» This report was mailed to the members as advance bulletin copy under date of Pebm- 
arj 1. 1021. 
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known. The number of workers normally employed in all branches of the 
industry is estimated to be over 50,000, mostly skilled workmen. With its raw 
material assured, the zinc industry needs only adequate protection to assure 
continuous employment to its workers and a reasonable return on the capital 
Invested. 

Zinc during the late war was recognized by all governments as a key in- 
dustry, and some of these governments have already formulated plans to protect 
their position in regard to zinc for the future. We feel that proper recognition 
of its importance should be accorded by our own Ctovernment. 

To-day the American cost of production is higher than the market price of 
the metal. The wages paid are fully as high as those paid In other comparable 
Industries and from three to six times what is paid for the same kind of work 
in the principal zinc producing countries of Europe. 

While the sale of slab zinc by European producers for export to the United 
States may not be classed as " dumping " in the legal sense of its being sold at 
a lower price than it brings In their own countries, nevertheless, it is dumped in 
the sense that they have not sufficient market to absorb their own production 
and must realize upon their slab zinc by selling it for export to the United 
States. 

We are informed and believe that Germany is in a position to produce slab 
zinc from her own ores at a cost not much, If any, over 2 cents per pound; 
Belgium, with a somewhat higher wage scale, and obliged to purchase all of her 
ores, has a higher cost than Germany, althotigh still below that in the United 
States. Tasmania, treating either Broken Hill or Tasmanian ores, in two 
years will be producing 100 gross tons daily at a cost of approximately 3 cents 
per pound, f. o. b. New York, duty unpaid, with exchange at $3i, and 4 cents 
with exchange at par. 

It is believed that no important quantity of slab zinc can be produced in 
the United States under present conditions for less than 6.50 cents per pound, 
f. o. b. New York, not including depiction and depreciation ; and to cover these, 
pay the selling expense and allow a reasonable profit would require an addition 
of li to 2i cents per pound to this figure. 

It is rather difficult to say from what country slab zinc imported to the United 
States is coming, as although generally bought in London it may not originate 
in England. Slab zinc sold in London toward the latter part of December, 
1920, at £22 10s per long ton, with exchange at around $3.50. This gives a 
cost, f. o. b. New York, with 45 cents freight and 15 per cent ad valorem duty 
paid, of 4i cents per pound. With slab zinc selling at 8 cents per pound New 
York, which would cover only a moderate profit to the miners and smelters, 
duty of about 2} cents per pound would be required to protect the Industry 
against foreign slab zinc, which can be produced at much lower cost. 

In establishing a schedule of duties on zinc products it should be remembered 
that the basis of all these products is zinc ore. Therefore, if it be the policy 
of (Congress to place a duty on zinc ore, that fact must be recognized when It 
comes to imposing duties on the products of the ore. If there is to be a certain 
duty on the zinc ore, there should be a proportionately higher duty on all the 
manufactures of the ore ; otherwise, the ore itself is not protected. 

We ask that the duty be changed from ad valorem to specific, believing the 
latter to be fairer and better for both the Government and the zinc producers. 
It is simpler and more easy to calculate and collect and with less chance of 
error. With an ad valorem duty the receipts are least in times of depression 
and low prices, when the Government most needs Income and the producers 
most need protection. 

Respectfully submitted. American Zinc iNSTrruTE (Inc.), 

By E. H. Wolff, PreaidetU. 



Brief of William A. Ogg, President of thit American Zinc, Lead & Smelting 

Co., Boston, Mass. 

January 11, 1921. 
Committee on Ways and Means, 

House of Representatives y Washington, D, C, 
Gentlemen : Consideration of this subject can best be crystallized by a few 
questions, the answers to which should, to a considerable measure, be the basis 
for deciding what tariff on slab zinc is required, viz: 

1. Have conditions bearing on the tariff problem of this country, as applied to 
slab zinc (spelter) changed since the Underwood bill was enacted in October, 
1913? 
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2. Are these changes, if any, permanent or temporary? 

3. If a modification of the tariff Is advisable, on what premises should the new 
tariff be based? 

4. What should the amount ot that tariff be on slab zinc imported into this 
country, and should the present method of computing the duty by an ad valorem 
basis be retained, or should it be changed to a specific basis, as in the Payne- 
Aldrich bill? 

1. The answer to question 1 requires a careful consideration of the zinc pro- 
duction situation of the entire world, and for the purposes of this tariff matter 
we should confine our answers to those factors which now exist or which will 
become effective within the next five or six years. 

DOMESTIC CHANGES. 

(o) Freight rates increased.— The United States is a big country and freight 
from points of production to points of consumption play an important part in 
the total cost of zinc to the consumer. Since 1913 freight rates have, generally 
speaking, mre than doubled on both zinc ore and slab zinc. To give a typical 
illustration, the freight on slab zinc from the usual price-basing point, St. Louis, 
to New YorJc, where it comes into competition with imported spelter, has in- 
creased from 0.15i cent per pound to 0.49 cent per pound, plus 3 per cent war tax, 
a total of O.SOi cent per pound, being an increase of 0.35 cent per pound, or over 
225 per cent. Freight on zinc ore from the Joplln field (one of the principal 
shipping points in the United States) to St. Louis in 1913 was $2.30 per short 
ton ; to-day it is $4.20, and with 3 per cent war tax, $4.33 ; an increase of $2.03 
per short ton, or 88 per cent. 

Estimating 1,000 pounds of slab zinc recovered from 1 ton of ordinary Joplin- 
Oklahoma zinc ore, it is seen, as a fair example of what increased freights mean 
in added costs, that the increase in freights on ore and slab zinc to New York 
have added 0.55 cent per pound to the cost of slab zinc delivered at that point 
Western zinc-ore producers are even more seriously affected by the freight in- 
creases. 

So far as one can see at present, these freight rates are permanent for the 
period under consideration. 

(b) Missouri-Oklahoma-Kansas field developed. — Since the Underwood bill 
was passed a large and entirely new ore-producing district, known as the tri- 
State or Missouri-Oklahoma-Kansas district, has come into prominence. To-day 
it is the most important ore-producing district in the country, employs more 
labor (all American) than any other zinc section, and with reasonable protec- 
tion gives promise of retaining this position for many years to come. 

(c) Slab-zinc producing capacity increased. — In addition to a large extension 
of the capacity of the natural gas field zdnc smelters, there has been an exten- 
sive investment in permanent coal-fired zinc smelters of a very expensive type, 
the following new plants having been completed since 1913, viz : 



Name of plant. 


Owned by- 


Retorts. 


Langeloth 


American Metal Co 


7,296 
4,200 
3,456 
0,120 




Orafselli Ohwnical Co 


Moundsville 


United Zinc Smelting Corpcntition 


Donora 


United States Steel Corporation 


East St. Louis 


American Zinc, Lead & Smelting Co 


6,620 






Total 


29.692 







The approximate annual productive capacity of the above plants at 4.25 tons 
per retort is 126,000 tons of slab zinc, and they represent new investment, in- 
cluding the associated acid plants, of perhaps $15,000,000. 

Also a very large electrolytic zinc plant, with an annual slab zinc capacity of 
50,000 to 60,000 tons, has been constructed by the Anaconda Copper Mining Co. 
at large expense, and other smaller electrolytic plants have been constructed 
throughout the country. These large investments entitle the industry to a 
tariff sufficient to give them and their workmen proper protection. 

(d) Western supplies of zinc ore increased:— Since 1913 large investments to 
open up and develop mining properties throughout the far West have been made, 
and these mining properties and their workers are entitled to proper consid- 
eration. 

(e) Costs of mining and smelting i?icrc(we(l.— Since 1913 costs of producing 
zinc ore have increased from 50 to nearly 100 per cent, and those of smelting 
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zinc ore at American smelters have more than doubled. Present costs are 
somewhat higher than they probably will be within the reasonably near future, 
but one can not expect a return to prewar costs either in mining or smelting. 
In zinc smelting, as a relatively large share of the cost consists of hand labor 
and coal, oile can not expect the same degree of return toward prewar condl* 
tlons as in the smelting of the other base metals. 

FOBEIGN CHANGES. 

(a) Effect of metallurgical improvementB. — Since 1913 there has been a great 
advance in the metallurgy of zinc, both as regards improved mill recovery of 
zinc from crude complex ores for subsequent treatment to produce slab zinc, 
and also in the development of the electrolytic process of producing slab zinc 
(which is usuajly applicable to the ores at or near the point of their produc- 
tion, thus materially reducing the freight factor), and this method has already 
been introduced on a large scale basis in Tasmania and is to be used there on a 
Tcry much larger scale in the near future. 

The cost of producing slab zinc by this electrolytic method depends to a 
large extent upon the cost of the electric power consumed, and as the elec- 
tricity used in electrolytic zinc production has thus far invariably been de- 
veloped from water power, the costs of producing zinc by this method have not 
gone up comparably with those of th§ fire smelters. 

By these metallurgical improvements the situation relative to some very 
large deposits of zinc ore in different parts of the world has been changed 
so that whereas in 1913 they were not factors seriously to be reckoned with, 
now it is possible for slab zinc to be produced from such sources at a cost con- 
siderably below what can be done in this country on any large known body 
of ore devoted to such production. 

(&) Additions to zinc-producing capacity in Europe. — ^As in this country, 
the pressure of war forced an increase in the zinc-smelting capacity of Great 
Britain by extensions to various smelters already in existence, and by the con- 
struction of one very large plant, which is almost completed. With the in- 
creased slab-zinc producing capacity of Great Britain, • and of the British 
Empire elsewhere, it would appear that the British, heretofore the principal 
importers of slab zinc, are likely in the future to be more nearly able to produce 
their own requirements, and will not have to rely upon the production of the 
continental zinc smelters, thus making it necessary, if the latter operate, to 
find new outlets for their production. 

(c) Mexican possiMlities, — ^The ability of Mexico to produce zinc ores on a 
large scale has never really been put to the test, but well-informed mining 
men know that large supplies of zinc ore are available in Mexico, when mat- 
ters are quiet there, for export either to this country or to Europe. 

With the Broken Hill Australian output under contract to them, the principal 
European smelters never felt the necessity of using Mexican zinc ores to any 
large extent, but as these Australian ores are not now likely to be available 
again to Germany and Belgium on the same scale as hitherto, it is probable that 
these countries will find the ores they need to take the place of the Australian 
ores, in these Mexican ores; so it should not be reckoned that taking away 
the Australian ores will shut down the continental fire smelters for any con- 
siderable time. In addition there is likely, on account of the increased freight 
rates on zinc ores from Mexico to the United States, to be substantial develop- 
ment in Mexico of fire smelting based on oil as fuel. One zinc smelter using 
oil for fuel has already been established at Saltillo, and under stable condi- 
tions in Mexico it very likely will be extended. Before 1913 Mexico was not 
rich in cheap fuel, but since 1913 the fuel-oil resources of Mexico have been 
exploited on a large scale, and it is now r^orted that oil has been discovered 
In the immediate zinc-produdng area of that country. 

With protection of investments in Mexico assured; with its cheap labor; its 
cheap zinc ores ; and its now enormous quantity of cheap fu^l, Mexico becomes 
a potential producer of slab zinc comparable at least to, and possibly greater 
than, Australia and Burma. 

{d) Effect of the termination of the Cartel agreement, — ^Prior to the war 
there existed an agreement amongst the European slab zinc producers to main- 
tain production only on a basis which would insure at all times a reasonable 
return on the capital invested. This agreement, now terminated, had the effect 
of maintaining prices in London, the price-basing point, at probably a higher 
level than otherwise would have been the case. Unless some such new agree- 
ment is effected (and one can not see any signs of this at the present time nor 
would one expect it under the changed conditions) the London market, on 
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the average, Is likely to mle at a lower level than it did under the Gart^ 
arrangement. 

(6) Foreign exchange. — In one of the preceding paragraphs brief mention 
was made of foreign exchange. Never before has it has been necessary to take 
the question of exchange into consideration in framing a tariff, but condi- 
tions have been so completely upset by the war that one can not afford to 
overlook the state of affairs existing in regard to foreign exchanges. We find 
the pound sterling worth not much over 70 per cent of its normal par; the 
franc at not much over 30 per cent of par; and the mark at not much over 
5 per cent of par. If the foreign exchanges of these countries are to remain 
permanently at a discount, recognition of this must be taken into account in 
framing a tariff. 

2. Answering question 2, we do not see any reason for doubting that all of 
the changes above mentioned will be permanent, except that the costs of min- 
ing and smelting zinc ore may be reduced somewhat. Jn view of the large 
national budgets which are a necessity for many years to come, it is Impossible- 
to expect a permanent return to a general prewar cost basis during the period 
under consideration. 

Possibly some arrangements may be made to rectify the foreign exchanges. 

3. The policy of the Republican Party in regard to tariff has always been 
to provide such tariffs as will protect industries of the United States, both aa 
to their wage earners and investors. 

This country can produce all the slab zinc from its own ores that the country 
needs, but to do so requires adequate protection, as shown herein. 

4. The amount of tariff required should, of course, be based on the differ- 
ence in production cost as between the United States and foreign countries 
and under normal circumstances a reasonably accurate statement of the costs 
of America's principal competitors could be prepared for the use of the com- 
mittee, but authoritative statistics of the costs in some of the chief competing: 
countries are not readily obtainable under present conditions. 

In Europe before the war the two principal slab-zinc producing countries were 
Germany and Belgium, Germany being the larger. Before the war, and since, 
both the United States and Germany produced practically their entire output 
of slab zinc from their own raw materials and with their own labor. German 
wage rates before the war in a general way were approximately one-half of the 
wage rates of American labor. The cost of slab zinc produced in Germany be- 
fore the war was approximately 80 per cent of that in America. The relative 
wage rate in Germany expressed in dollars and cents at current rates of ex- 
change, Is now about one-fifth of the American rate. This works a relative 
cost In Germany to-day of about one-third of that in America. Based on an 
American cost of 6.6 cents, the difference between this and the German esti- 
mated cost of 2.2 cents would be^4.4 cents per pound. This extreme difference 
is not likely to be permanent 

Belgium, the next largest producer in prewar times, having no zinc ores, 
is under the necessity of purchasing them from countries with exchange rates 
probably against her so that her situation from the standpoint of cost is not 
so favorable as that of Germany. 

Within the past two weeks slab zinc originating somewhere in Europe was 
selling in London, and was probably bought for import into tliis country at u 
price at least 2 cents per pound f. o. b. New York, plus 15 per cent duty paid, 
below the estimated bare operating cost of producing slab zinc from^Oklahomft 
ores plus the freight to New York. 

On the cost of producing slab zinc In other parts of the world than Europe^ 
we have an authoritative estimate by the company operating the electrolytic 
zinc plant in Tasmania, of what it expects to do, commencing January 1, 1923. 
In a circular recently put out by this company, which has powerful financial 
backing, a skilled and experienced organization, and has been operating its 
electrolytic zinc plant in Tasmania for two years, it Is stated that with slat* 
zinc selling in London for £30 the net profits of the company, after making all 
necessary provisions for depreciation and amortization, will be at the rate of 
£413,000 per annum from the beginning of 1923. Based on an output of loa 
tons per day, the capacity this plant is expected to reach in two years, this 
would mean a cost, Including all depreciation and amortization, of 2.92 cents 
per pound (American basis) for slab zinc f. o. b. London when the exchange is 
$3.50 or 4.06 cents when the exchange is $4.86. As the ocean freight from 
Tasmania to New York will not differ materially from the ocean freight to 
London, the above costs would represent about what the slab zinc could be laid 
down for in New York, duty unpaid. 
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To get some idea of how this cost compares with United States costs, based 
on Oklahoma ores and fire smelting, we have made the following tabulation 
which it should be distinctly observed does not include d^etion, d^reciation, 
or interest in the costs of either mining or smelting. 



Present. 



Prob- 
able. 



Mini, 
mum. 



t short ton of 60 percent Oklahoma zinc ore, f. o.b. mines price 

Freight and hauling thereon to St. Louis terrltt>ry, including moistuie.. 
Smelting 



130.00 
6.00 
25.00 



130.00 
6.00 

ao.oo 



130.00 
6.00 
15.00 



Total 61.00 



Cost per pound of spelter . 
Freight to New York 



Cost f.o.b. New York.. 



50.00 



51.00 



.061 
.005 



.056 
.005 



.061 
.005 



.066 



.061 



.056 



In regard to 60 per cent Oklahoma ore, we have used $30, which is about 
the current price level, but admittedly very few mines can pay even operating 
expenses on this basis and many of them have had to shut down. Information 
on the question of the cost per ton of 60 per cent zinc ore undoubtedly will be 
forthcoming from the Oklahoma prmlucers so that substitution of the proper 
amount for the figure used here can be made, and the cost of slab zinc adjusted 
accordingly. 

To cover depletion, depreciation, selling expenses and allow a fair return on 
mining and smelting Investments would require an addition to the cost of slab 
zinc in this country of 2 to 2i cents per pound depending upon conditions. 

As regards whether the tariff should be on an ad valorem or specific basis, 
we prefer the specific basis because we have already seen that the question of 
exchange, over which we can exercise very4lttle control, may have the effect 
of reducing the duty when perhaps protection is most needed. 

Comparing American costs on Oklahoma ore with the Tasmanlan costs, which 
include depletion and amortization, it is seen that a tariff of at least 3 cents 
per pound Is necessary for the preservation of the American slab-zinc industry 
on a reasonably prosperous basis. 



Bbief of Otto Ruhl, Mining Engineer, Joplin, Mo. 

House Ways and Means Committee, 

Washingtofiy D, C, 

Gentlemen: My name Is Otto Ruhl, a mining engineer, 304 Miners' Bank 
Building, Joplln, Mo. My temporary address Is the Willard Hotel, Washing- 
ton, D. C. I represent the Joplln and Webb City Chambers of Commerce and 
the Southwest Missouri Zinc Mine Operators* Association In the zinc mining 
■district, popularly known as tbe Joplin Missouri-Oklahoma-Kansas zinc mining 
district, a district which supplies approximately 40 per cent of the zinc ore 
production of the United States. This production has dependent upon it, 
directly and indirectly, in the Immediate vicinity of the mining district, a popu- 
lation of approximately 150,000 to 200,000 people. Like all other Industries, it 
has been greatly depressed, and Its depression began a year earlier than that 
of other industries following the war. 

The subject to which we wish to address our remarks is the schedule relating 
to zinc ores Specifically. The zinc ore producers of the United States on several 
<>ccaslons have had the privilege of appearing before this committee and sub- 
mitting evidence on the condition of their industry, their cost production, and 
pointing out the tariff rates which they consider just and necessary for main- 
tenance of the zinc mining industry in the face of foreign competition. The 
evidence filed In previous briefs, and most notably that filed In June of 1919, 
when an emergency tariff was desired by the zinc ore producers, is applicable 
to-day. The summary on zinc ores supplied this committee by the United 
States Tariff Commission under the title " Information Concerning Zinc Ore,'* 
we consider a good general presentation of the facts. It Is not our intention, 
therefore, to burden this committee with data or consume its time needlessly. 
We wish only to call attention to the main facts which have forced our Industry 
to appeal for tariff protection ever since 1908. 

The essential factor in the whole question is the difference In the cost of 
production in the United States and Mexico, our chief foreign competitor in 
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the production of zinc ores. Tliis committee, regardless of all other things, 
must have reliable detailed data on cost at home and abroad to enable it to 
frame a Just and intelligent schedule of dutlea That data our committee has 
undertaken to supply from the books of our industry's operators and present 
here in detail for your later consideration. We found it Impossible to supply 
the costs from all of the 212 concerns having properties in our district, largely 
on account of the different methods of keeping costs. We have, therefore, 
presented the costs of 11 representative plants, handling 1,305,000 tons of ore 
in 1919 and making approximately 97,000 tons of zinc concentrates. The actual 
cost of each ton of concentrates was $47.78. Those producers represented mines 
having ore recoveries ranking from 4.73 per cent to 12.7 per cent 

During 1920 there was very slight lowering of costs until the later months of 
the year. On the present level of supply costs a schedule of which we will 
supply in addenda to this brief, there was a further reduction In costs to $45 
per ton of zinc ore concentrates. We note on page 38 of the Tariff Commission's 
report, to which allusion has already been made, that F. B. Hyder, of the 
Bureau of Mines, is quoted as giving an operating cost for the production of 
zinc ores in the Joplin district of $28 to $30 per ton with an addition of $12 
for depletion and depreciation and an average royalty charge of 17 per cent. 
These figures are given as of May, 1919, after a thorough investigation of costs 
in the field. As the royalty on a $45 market would be $7.65 per ton, this would 
give a total cost of $47.65 to $49.65, which is in close agreement with the actual 
cost of 11 mines, whose data we are submitting. In addition to that we have 
a cost of at least $2 to cover buying and handling charges and an averac;e 
freight rate of approximately $4 per ton to the smelters* bins, which should be 
added to any basic cost figure for delivering the ore ready for smelting. This 
basic figure, therefore, would be at the very minimum not less than $45 per ton 
and running up to better than $50 per ton. 

For the purposes of comparison, however, we will assume a basic charge of 
$45 per ton for the production of Joplin zinc ore concentrates. 

COMPARISON WITH IMPORTS. 

An attached table showing the imports by calendar years, taken from the re- 
ports of the Bureau of Commerce, supplies the data for a comparison. Taking 
the last two years* imports and their basic values, so as to have a fair com- 
parison with the same conditions in our own Industry, we find an average de- 
clared value of all zinc ore laid down in the smelters* bins of $12 per ton for 
34 per cent zinc ore concentrates. These concentrates carry 680 tons of metal. 
The standard grade of Joplin zinc ore concentrates carry 60 per cent zinc, or 
1,200 pounds of metal to the ton, and, according to our basic costs, could be 
produced for $45 at the smelters' bins. To get the same amount of metal from 
the imported ore one would require If tons of Imported ore and at the average 
cost of $12 per ton the value would be $21. In other words, for $21 the importer 
during the past two years could obtain 1} tons of zinc ore containing 1,200 
pounds of metallic zinc, while it costs the Joplin mine operator $45 to produce 
ore containing 1.200 pounds of metallic zinc. The difference in the cost of 
producing this 1,200 pounds of metal is, therefore, $24, or approximately 2 cents 
per pound. 

It is the difference, therefore, that we are asking you gentlemen to adopt as 
the schedule of duties for zinc ore as the basic rate. We realize, however, 
that there are various grades of ore being imported, and in order to provide tx 
differential to cover the variation in values of these grades we would suggest 
a graduated scale permitting ores under 10 per cent to enter free,, which would 
cover those lead-silver ores or other mixed ores containing that percentage of 
zinc as a by-product and which could not be recovered in smelting ; on all ores 
containing zinc from 10 to 25 per cent a duty of li cents per pound; and all 
above 25 per cent a duty of 2 cents per pound. 

We would respectfully ask, therefore, that in lieu of the present Schedule C, 
paragraphs Nos. 162 and 163, we suggest the following: 

Paragraph 162. Zinc-bearing ores containing less than 10 per cent metallic 
zinc, free. 

On all zinc-bearing ores containing more than 10 per cent and less than 25 
per cent metallic zinc, 11 cents per pound on metallic zinc contained therein. 

On all zinc-bearing ores and zinc drosses containing more than 25 per ceijt 
metallic zinc, 2 cents per pound on metallic zinc contained therein. 

Paragraph 163. On zinc in blocks, pig, or slabs, and on old and worn-out zinc 
fit only to be remanufactured, 2} cents per pound. 



Digitized by 



Google 



METALS AND MANUFACTURES OF. 



2081 



Zinc, oxide of, and white pigment containing zinc» but not containing lead, 
dry, 2i cents per pound. 

(Previously classified under Schedule A» but now appropriately classified 
under Schedule C as being entirely a zinc product) 

On zinc in sheets, plates, strips, coils, or plated with nickel or other metals, 
or any of these rolled zinc products in fabricated form, and zinc dust, 3i cents 
per pound. 

In addition we realize that the ores that are produced in the United Sates must 
be smelted by American smelters, and that to provide a market for this ore after 
It Is produced the smelter and manufacturer of zinc-ore products must have a 
compensatory duty, and that the schedule prepared by the American Zinc Insti- 
tute and submitted to this committee Is just and earnestly desired by the ore 
producers to be included as a protective measure for zinc industry. 

Cost of mine supplies, hy years. 



Coal, mine run 

ByDamite: 

40 per cent pulp 

40 per cent gelatine 

80 per cent Relatlne 

Fuse, per case, 6,000 feet 

Screen jaclcets: 

Li^t, square foot 

Heavy, square foot 

Slotted jig sheets 

Sheet steel spouting, per joint 

Elevator cups, per Inch 

Sheet sted, to orfler, per pound 

Elevator bolts, J by 1 Indi, per 100 

Elevator bolts, A hy li inches, per 100 — 
Hard Iron, laws, sheets, and side plates. 



1914 



per pound. 

Belting, rubber, first quality per cent. . 

Belting, nibber, second quahty do — 

Belting, canvas do — 

No. 2 carpenter scoops, dozen 

Pipe, black, base percent. . 

T rail, No. 8, per ton 

Track spikes. -jV hy 2i, keg ' 

Fittings, malleeWe, off list per cent . . i 

Fittings, cast Iron, price list do — ' 

Jenkins brass valves do — | 

Luckenhelmer dip gate do | 

Drill steel: 

Solid, per pound I 

Hollow 

Rubber, wire- wound air hose, 1-lnch, per 

foot ! 

Norway Iron, per pound 

Tool steel, per pound I 

Hammers, No. 8, rock, each ' 

Machine bolts, on list percent..; 

Carriage bolts, olTlist do — 

Carbide, union, per ton ' 

Qalvanleod corrugated Iron, No. 28, per j 

square ' 

Naus.perkeg I 

Drill cable, per pound , 

Wire cable, per foot per cent. ., 

Manila rope, base, per pound 

Perfection gates, 2-inch, per dozen , 

Dart unions per cent 

Common bar Iron, base per cwt 

Common soft steel do. . 

No. 4 babbit, per pound 

Jig wire, per square foot 

Trimo pine wrenches per cent 

Wood pullesrs do . . 

Steel pulleys do . . 

White waste, per pound 

Oils: 

Castor, machine 

Gas engine oil 

Cylinder oil 

Red engine oil 

Compressor oil 

Gasoline 

Coaloil 



$2.10 

SIl.OO 
111.50 
115.50 
17.57 

$0.18 
10.22 
$0.30 
$3.00 
$0.30 
$0.05 
$0.70 
$1.00 

$0.02} 
50-10-5 

60-10 
70 

$5.50 

75 

$35.00 

$6.50 
66 
65 
60 
50 

$0.07i 
$0.10 

$0.25 
$0.05 
$0.08 
$0.55 
60 
60 
$82.00 

$3.50 
$2.35 
$0.18 
50-10 
$0.15 
$8.00 

60 
$2.25 
$2.25 
$0.08) 
$0.20 

75 
60-10 

40 
.. $0.09 

$0.13) 

$0.24 

$0.27 

$0.14i 

$0.20 

$0.11 

$0.06 



1917 



$3.60 

$18.25 
$20.50 
$31.75 
$14.58 

$0.60 
$0.72 
$0.80 
$6.00 
$0.07 
$0.10 
$1.40 
$2.00 

$0.04i 

45 

50-5 

60 

$11.00 

34 

$80.00 

$13.50 

45 

30 

35 

25 

$0.16 
$0.23 

$0.40 
$0.15 
$0.20 
$1.12 
25 
25 
$90.00 

$10.00 

$5.25 

$0.37i 

15-5 

$0.35 

$12.00 

35 

$5.50 

$5.50 

$0.15 

$0.28 

60 

50 

15 

$0.17 

$0.23i 
$0,271 
$0.35 
$0.20 
$0.25 
$0.20 

$ao8 



1918 



I 



$3.15 

$19.25 
$22.50 
$39.50 
$14.58 

$0.60 
$0.% 
$0.87 
$6.00 
$0.07 
$0.10 
$1.50 
$2.10 

$0.04} 

30.5 

40-5 

50 

$11.50 

27 

$80.00 

$16.50 

30 

20 

List. 

10 

$0.17 
$0.23 

$0.40 
$0.20 
$0.20 
$1.12 
30 
25 
$108.00 

$8.00 

$4.70 

$0.40 

List. 

$0.40 

$12.00 

30 

$6.00 

$6.00 

$0.12 

$0.30 

60-5 

30 

16 

$0.18 

$0,291 

$0.56 

$0.50 

$0.35 

$0,289 

$0,226 

$0.11 



1919 



$3.30 

$19.25 
$21.50 
$32.50 
$16.28 

$0.52 
$0.91 
$0.76 
$5.50 
$0.07 
$0.08 
$1.60 
$1.90 

$0.04 

40 

45 

DT 

$11.50 

27 

$80.00 

$15.50 

36 

10 

5 

16 

$0.16 
$0.22 

$0.46 



» 



« 



25 

20 

$115.00 

$7.60 
$4.76 
$0.37 

10 
$0.37 
$16.00 

30 
$6.60 
$6.60 
$0.10 
$0.30 
60-10 

25 

16 
$0.17 



$3.75 

$17.60 
$19.80 
$26.25 
$18.40 

$0.72 
$1.10 
$0.97 
$8.20 
$0.11 
$0.11 
$1.50 
$2.10 

$0.03} 

40 

40-5 

60 

$11.50 

27 

$80.00 

$16.00 

List. 

5 

10 

13 

$0.14 
$0.20 

$0.66 

(») 

$0.20 
$1.60 

List. 

List. 
$116.00 

$8.00 

$6.60 

$0.36 

List. 

$0.41 

$16.00 

26 

$6.46 

$6.46 

$0.13 

$0.36 

60 

10 

10 

$0.21 

$a238 
$0,498 
$0,748 
$0,308 
$0,368 
$0,280 
$0,183 



Decem- 
ber, 
1920. 



$8.39 

$18.60 
$20.00 
$27.75 
$18.40 

$0.53 

$0.71 

$0.90 

$7.00 

$0,086 

$0.07 

$1.76 

$2.66 

$0.03J 

40 

40-5 

60 

$11.60 

33 

$80.00 

$14.00 

List. 

I2i 

10 

26 

$0.14 
$0.20 

$0.63 
(») 

$0.14 

$1.20 

10 

5 

$136.00 

$8.00 

$6.80 

$0.33 

List 

$0.39 

$12.00 

5 

$5.30 

$5.30 

$0.11 

$0.30 

46 

10 

10 

$0.20 

$0,548 
$0,618 
$0,868 
$0,438 
$0,618 
$0,286 
$0.18S 



1 Not on the market. 
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Average monthly price of zinc-blend ore at JopUn, Mo, 
[Price of 2,000 poands of ore in prodaoers' bins.] 



Year. 


Jan. 


Feb. [ Mar. 


Apr. 


May. j June. 


July. 


Aug. 


Sept. 


Oct. 


Nov. 


Dec. 


12 
months. 


1896... 


$24.00 


$28.50 |$23.00 


$23.00 


$21.50 $21.00 


$2L60 


$2L00 


$20.00 


$2a50 


$23.60 


$26.60 


$22.33 


1897... 


22.12 


21.50 1 2L0O 


21.12 


21.60 


21.87 


22.50 


22.50 


22.62 


22.75 


23.60 


24.26 


22.28 


1898... 


23.00 


23.50 1 23.00 


24.62 


25.60 


28.50 


28.00 


28.37 


31.00 


33.70 


36.26 


37.00 


28.44 


1899... 


32.25 


43.37 43.40 


61.50 


60.50 


45.60 


44.20 


45.00 


43.75 


43.50 


35.00 


36.00 


38.54 


1900... 


3a 25 


29.36 28.45 


28.42 


26.92 


25.00 


24.23 


25.67 


24.25 


24.25 


24.46 


25.40 


26.50 


1901... 


23.73 


23.96 23.70 


24.58 


24.38 


24.22 


24.68 


23.88 


22.82 


21.63 


26.15 


28.24 


24.21 


1902... 


26.75 


27.00 28.00 


28.85 


20.23 


34.10 


34.37 


32.60 


33.68 


33.58 


32.10 


i9.25 


80.73 


1903... 


34.50 


32.05 1 35.75 


37.76 


36.60 


36.60 


36.00 


86.00 


34.40 


34.40 


3a 75 


saoo 


34.44 


1904... 


32.12 


34.00 1 36.00 


36.40 


34.63 


32.62 


35.00 


37.00 


4a 40 


40.00 


44.26 


46.13 


37.40 


1906... 


51.94 


53.65 1 47.40 


43.93 


43.74 


4a 75 


43.00 


5a 24 


4a 80 


49.37 


5a 37 


44.67 


47.40 


1906... 


49.33 


49.26 . 46.60 


44.00 


41.50 


44.20 


43.88 


44.^ 


43.20 


42.50 


44.43 


44.65 


44.82 


1907... 


46.90 


48.30 1 49.76 


49.25 


46.90 


47.00 


46.86 


44.56 


41.00 


41.75 


38.60 


31.50 


44.36 


1908... 


35.00 


36.17 ; 34.32 


34.19 


33.57 


32.05 


30.77 


34.07 


34.41 


33.37 


35.84 


38.66 


34.40 


1909... 


38.87 


34.89 35.77 


36.06 


38.20 


42.21 


42.66 


48.19 


46.37 


47.80 


49.49 


47.81 


42.20 


1910... 


46.56 


40. 12 42. 81 


41.17 


39.89 


39.98 


38.26 


38.96 


41.01 


42.16 


44.30 


41.89 


4L47 


1911... 


40.72 


39.69 1 39.85 


37.62 


37.46 


38.27 


39.06 


41.14 


39.79 


41.83 


43.03 


42.56 


40.20 


1912... 


43.47 


46.68 49.72 


46.77 


53.98 


56.20 


68.05 


56.30 


68.64 


57.31 


55.21 


54.16 


63.68 


1913... 


52.22 


44.34 44.62 


40.92 


41.76 


40.30 


40.88 


44.54 


44.30 


4a 07 


39.99 


87.50 


42.62 


1914... 


38.71 


4L 15 38. 54 


36.75 


36.68 


38.41 


35.68 


41.02 


41.33 


38.46 


41.63 


44.95 


39.43 


1915. . . 


51.01 


65.93 62.73 


66.03 1 69.42 


101.84 104.14 


79.87 


7a 49 


81.72 


97.86 


92.64 


78.47 


1916... 


90.82 


108.90 99.10 


106. 46 90. 14 


74.26 


67.72 


59.11 


66.60 


64.34 


85.41 


87.26 


83.26 


1917. . . 


74.87 82,78 182.83 71.35 175.44 


74.18 


69.77 


7a 00 


68.94 


64.86 


60.74 


61.12 


70.52 


1918. . . 


57.02 55.00 150.14 


42. 10 ' 47. 79 


52.08 


54.81 


63.30 


63.18 


54.70 


6a 20 


44.60 


61.68 


1919... 


43.45 41.78 41.56 


3a87 37.80 


42.28 


62.24 


49.00 


43.11 


44.37 


46.86 


49.21 


43.63 


1920... 


56.83 61.21 51.27 

1 


48.21 43.63 


44.01 


46.29 


47.62 


46.24 


40.90 


sasi 


31.61 


4a 07 



Imports of zinc ore and calamine (dutiable), years ending June SO, 19H~191S. 

Bu 



[From Commerce and Navigation, 1918, oompUed bvBureaa of Foreign and Domestic Commeroe, pp. 



Imported from— 


1914 


1915 


1916 


1917 


1918 


Europe: 
mnce— 

Tons 






3,468 

2,843,103 

$56,1642 

11,462 






"PnUfld.?. ... 










Value 










Italy- 
Tons 






4,487 

5,000,000 

$181,507 


5,285 








4,822,400 


Value .*.;..'.;.;.;.*.".;.;.;.. 






$117,271 


Norway- 
Tons .... 




5 

4,200 

$84 


Pounds 










Value 










Spain- 
Tons 




34,142 
32,011,720 
$l,05i;315 


29,022 

26,316,942 

$769,951 












Value '. 1 






United Kingdom— England- 
Tons 






5 


Pounds 


:::;::::::::"" 


1 


3,500 
$42 


Value 






1 


North America: 
Canada- 
Tons 


9,773 
8,689,926 
$143,788 

5 

2,625 

$63 


9,447 

8, 178, 643 

$143, 191 


17,953 

16,185,251 

$419,040 

31} 
$17 

540 
480,000 
$17,990 


15,243 

11.080,050 

$382,117 

1 



15,379 


Pounds 


12,601,278 
$413,516 


Value 


Central American States- 
Costa Rica- 
Tons 




Pounds. . 






Value 




83 i 
74,080 ; 
$2,617 

34 
7,677 
$232 1 

155,023 1 
108, 317, 379 
$4,289,968] 




Guatemala- 
Tons 






Pounds.. . 1 






Value '..'..'..'. 1 -.1 




Salvador- 
Tons 








Pounds - 










Value 










Mexico- 
Tons 

Pounds 


8,493 
5, 789, 485 
$107,553 


39,651 

30,729,461 

$935,929 


98,239 
69,610,518 
$4,661,803 


77,825 
57,343,642 


Value 


$1,866^487 



Digitized by 



Google 



METALS AXD MANUFACTURES OF. 



2083 



Imports of zinc ore and calamine {dutiable), pears ending June 30, J91^-19t8.- 

Continued. 



Imported from— 

jiouth America: 
Argentina— 

Toas 


1914 1 1915 191G 1917 

1 1 

; ! 


Pounds.. 




Value 




Chllfr- 

Tons: 


i 


PouikIs 


t . . . .._'■..._ 


Value ' 



" Colombia- 
Tons 

Pounds.. 
Value... 



$75 1. 



2 13 
1,4M 10,949 
$120 $2AK 



110 
123,200 
12,659 

• 2,1S2 

2,297,316 

»49,560 



Waye-svale comitarisons. 



Kind orlalK)r. 



Ciold value 

of Mexican 

wages. 



Prewar 
wage scale 
Mlsscurl- 
Oklahoma- 
Kansas 
district. 



Present 

wage scale 

Missouri- 

Oklahoma- 

Kansas 

district. 



< 1 round boss $ 1 . 42-12. 50 | 

.Shift boss • 85- 1.10 i 

Pump man .25- 1. 50 i 

Drill man I 

Drill helpers ; 

Shorelers. .50 



Hoist men 

Engineer 

Jig men 

Crusher feetler. 

Laborers 

Blacksmiths. . . 



• 1.50 

1.00 

.75-1.50 

.76- 1.50 

.1^ .50 

1.50 



$4.0O-«5.00 

3.00- 4.00 

3.00 

2.75 

2.50 

2.50- 5.00 

2.50- 3.00 

2.50-3.50 

3.00- 5.00 

2.50 

2.00 

2.50- 3.50 



17.00 

4.50 

4.00 

4.00 

3.50 

S4.00- 6.00 

4.25 

4.25- 4.75 

4.00- 4.50 

3.25- 3.75 

3.00 

4.50 



From sucli a contrast of wage scales it is easy to see that the cost of produc- 
tion must be much lower In Mexico than it is in the United States. 



Declared values imported 



inc ores from records. Department of Commerce, by 
calendar years. 



Veer. 



Ore im- 
ports. 



Tons. 

1917 211, 605 

1918 70,902 

1919 48,649 

1920 ' 65,773 



Value. 



$4,374,058 

1,673,960 

629,660 

837,252 



Metal 
contents. 



Tons. 

72,474 

24,809 

1^009 

22,487 



Per cent Average 

metal in value per 

ore. ton ore. 



34 
35 I 
35 ' 
34 ' 



120.07 
22.20 
10.88 
12.73 



81527— 22--SCH 3- 



-31 
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Averoffe viininy cost of It companies for the year 1919. 
(Compiled by the Tri-State Chapter of the American Mining Congress, May 1, 1020.] 



^o. of company. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

U 

Total or average. 



Concen- 
trates 
pro- 
duced. 



Ton». 
9,422 
6,968 
7,139 , 
5,818 I 

10,545 , 
4,747 1 
6,541 I 
7,757 ! 

18,424 
4,155 

15,523 ; 



Per ton concentrates. 



Rock 
mined. 



Roclc 
ton cost, 
includ- 
ing de- 
preciation 
and de- 
pletion 

and 
royalty. 



Ton*. 

200,470 
92,907 
71,390 
71,300 
83,000 
86,300 
53,400 
77,570 

270,040 
63,000 

235,191 



Rock I 
ton cost, Actual 
lessde- |rock 
preciation ton 
a.ndde- | cost, 
pletlon. I 



$1.75 
1.83 
2.24 
2.52 
2.26 
L96 
3.03 
2.36 
2.26 
L94 
LOS 



, $2.47 


S2.18 


3.29 


2.46 


4.04 


3.04 


3.04 


3.08 


4.57 


3.28 


2.04 


2.43 


5.04 


3.74 


4.96 


3.39 


3.73 


2.75 


3.73 


2.56 


3.14 


2.48 



07,039 1,305,477 | 



2.70 i«2.10 



Total 
operating 
cost, in- 
cluding 
deprecia- 
tion and 

deple- 
tion and 
royalty. 



$52.44 
43.81 
4a 40 
48.57 
35.82 
53.45 
4L05 
49.61 
54.79 
56.04 
47.61 



47.78 



ToUl 
operating 

cost, 
less de- 
preciation 
and de- 
pletion. 



$46.18 
32.81 
30.41 
37.76 
25l82 
44.35 
29.59 
33.90 
4a 50 
3&52 
37.61 



36w45 



Average 
price 

received 
foraU 

oonoen- 

tratn. 



$51.60 
47.71 
44.70 
48.84 
45.74 
48.66 
49.00 
51.00 
44.71 
53.10 
51.16 



Per 
cent 
re- 
ceived. 



4.73 

7.52 
10.00 

&16 
12.70 

&.60 
12.25 

laeo 

6.80 
6.66 



48.35 ' 



> Actual rock ton cost, less depreciation and depletion and royalty. 

Zinc ore imported into the United States, 1914-1920, in short tons. 



7.40 



1014 



Ore. 



I Zinc 
content. 



Canada. 
Mexico. . 
France. . 



11,250 
20.705 



4,467 
7,66:i 



Spain. 

ifiily 

French Africa 

French Ea.st Indies. . . . 
China and Hongkong. . 

Japan 

Australia 

Now Zealand 

Other countries 



Ore. 



' Zinc 
content. 



11.902 I 4,710 
57,099 j 17,804 



5,312 



5,880 

1,360 

76,410 



2,125 



2,738 

409 

29,724 



7 



7 I 



Total 31,962! 12,132 



190 I 



158,852 I 57,600 



1916 



Ore. 



21.908 

161,271 

3,884 

55,966 

12,550 

4,480 

1.653 

9,641 



110,600 

3,^62 

750 



385,954 



Zinc 
content. 



8.790 
51,02S 

1,422 
23,081 

5,783 

1,857 
746 

4,568 



49,657 
044 
271 



Source. 



Canada 

Mexico 

Spain 

Italy 

French Africa... 

Australia 

Other countries.. 



Value. 



Total. 



1917 



1918 



Zinc 
content. 



Ore. 



Zinc 
content. 



1919 



16,550 

145,358 

14,778 

5,919 

1,245 

27,730 

6 



5,155 
45,607 , 
6,083 
2,411 
623 
12,503 
2 



14,987 ' 
53,348 ; 



5,173 



18,426 , 



Ore. 



10,656 
33,443 



Zinc 
content. 



3,«<78 
11,225 



14S.I47 



Kleven 

months,. 

1920. 



2,667 i 



1,210 I 



4,550 



211,505 72,474 70,902 \ 24,809 I 
$4,374,088 , $1,573,980 



48^640 



1,906 



17.000 
$529,600 



64,02l> 
«K2a,l72 
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STATEMEira^ OF OTTO BUHX, JOFLIN, MO., BBPBB8BNTINO ZINC 
OBE PBODUCEBS OF MISSOUBI, KANSAS, AND OKLAHOMA. 

Mr. RuHL. At various times during the past several years ore 
producers have come before this committee and the Ways and Means 
Committee of the House asking protection on zinc ores. A s p art 
of the files of this committee and as part of the files of the W^s 
and Means Committee, we have filed, of course, a great deal of evi- 
dence, which will be at your command. 

We wish only to supplement that evidence in a few instances 
where we know it has oeen changed or has been altered more re- 
cently. 

The thing which should be brought out in addition to those mat- 
ters brought out in the briefs which will be filed is perhaps the 
fact that during the war so large a tonnage of zinc ores came in 
from Mexico, our chief competitor. That was alarming to us, es- 
f>ecially in view of the disorganized condition of Mexico. That 
huge tonnage of ores which came in at that time was carried over 
and created a surplus stock of ore and metal, even to the present 
time, a danger which has become extremely manifest during the 
past year and a half to two years. 

Even before the war was ended we had begun to slide down the 
ladder of prices and our labor had begun to suffer, until to-dajr our 
plants are idle up to about 65 or 70 per cent ; and from 12,000 miners 
operating we are now down to about 2,000 or 2,500. Those features 
should, perhaps, be called particularly to your attention. Those 
are the things that we have oeen calling attention to and in regard 
to which we desired, during the past session of Congress, emergency 
legislation, but which we did not get. 

Senator Dillingham. To what do you attribute this condition? 
To what causes do you think this depression in your business is due? 

Mr. RuHL. Of course we are suffering, as everybody else is suffer- 
ing, from the business depression of the whole country. 

Senator Dillingham. Is it a buyers' strike? 

Mr. RuHL. Perhaps to a certain extent, but what I really meant 
was that the thing that we have had to fear and have really suffered 
frcon is the tremendous accumulation of zinc ore that came in during 
the war period, which cut off our own production and resulted in the 
extremely depressed condition we find at the present time. That 
importation comes about through the fact that the production cost is 
exceedingly low in Mexico. 

Take as an example the years 1919 and 1920 as indicative of what 
the import value was on the border. It averages approximately $12 
laid down at the border ports along the Rio (iranae. That ore ap- 
proximates 35 per cent metallic content, or 700 pounds of metal to the 
ton. Comparing that with our own ore, which carries approximately 
60 per cent, we would require 1.7 tons of this Mexican ore to get the 
eouivalent of our ton in metal content. That would result in a value 
of $30.40. The freight on that same ore from the Mexican border to 
the Oklahoma smelters, which would be the logical point for smelt- 
ing, would be $11.72, the rate being $6.90, which makes a total cost 
of $32.13. Comparing that with our own cost for 1919 for some- 
thing like 11 groups of properties, producing perhaps something like 
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92,000 tons of concentrates, gives us an average cost of $47.50. Those 
figiires will be put in our brief to show the cost in detail. 

\Ve also desire to call your attention to the facts shown in the report 
to the Tariff Commission by F. B. Hyder, in which report his figures 
substantially agree with ours. They are a trifle higher — ^$47.50 to 
$50 his figures were. Allowing for a profit of 15 per cent and a freight 
rate of $2.55 to the smelter, there would be a total cost of the Joplin 
ore of $57.17, or a difference between the two products on exactly the 
same metallic content of $25, or approximately 2 cents per pound. 
That is, of course, an essential p)oint to which we wish to direct your 
attention in our brief. 

Senator McLean. The importations of zinc diminished very much 
in 1921 as compared with the imports of 1920? 

Mr. RuHL. Yes, The imports have decreased the same as our pro- 
duction has decreased. You will notice that during the last six 
months of this year^ or up to, say, June 1, that instead of coming in 
in the form of ore zmc has been coming in in the form of metal. 

Senator MoLauN. You mean as pig? 

Mr. RuHU Yes. It has just started. 

Senator Smoot. There was $564,000 worth of blocks or pigs im- 
ported during the year 1921 ; that is, the calendar year. 

Mr. RtJHt.. That must be the first six months' figures. 

Senator Smoot. But the ore fell down nearly $700,000. 

Mr. RuHi.. Yes. The ore naturally would decrease as prices de- 
crease. We are offered at present only 50 per cent of what it cost to 
Sroduce in 1919 and 1920. On that particular point I will file my 
rief with Mr. Wolff's brief as part or the agreecl schedule. 

STATEMBNT OF F. C. WAIXOWBB, VICE PBESIDENT AND GEXTSJEtAX 
MANAOEB OF GOLBEN BOD H. A S. COBPOBATION, JOPLIN, IffO. 

Senator Smoot. Give your name for the record. 

Mr. Wallow^er. F. C. Wallower, of Joplin, Mo. 

I would like to speak briefly in regard to our local situation, sup- 
plementing, to some extent, the remarks which Mr. Ruhl has just 
made. 

I haye been operating. in the Joplin district for the past 15 years^ 
the first operations being in the Webb City field, which is approxi- 
Biately^ 8 miles from Joplin. At one time there were 87 mills in 
operation. 

During the period fi'om 1906 to 1920 Mexican ores have come into 
this country and have so affected our mining business that to-day the 
Webb City field is extinct, the 87 mills having been moved, many 
now being located in the OKlahoma fields. 

Several years ago there were as many as 200 mills operating in the 
Oklahoma fields, due to the unusual demands of the war. To-day 
there are approximately 25 mills in operation. 

At one time we employed 12,000 men; to-day we are employing 
approximately 2,0(X). Last winter, we had the problem of unemploy- 
ment on our hands, so were forced to develop a means by which actual 
want was avoided. By subscriptions of the men at work, totalinsr 
approximately $3,000; subscriptions from the operating cxHnpanies 
of so much per ton, approximately $3,000; and $1,500 from supply 
houses, we were able to put the unemployed to work on the roans at 
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$1.50 and $2 ii day and paid them in tickets which they were able to 
cash at the supply house. 

Senator Smoot. I think we know the conditions as they exist 
to-day, without going into detail, as affecting the employment of men 
in the United States. 

Mr. Wallower. It is the situation in our district that T am anxious 
to present to you. 

The rate which we ask for is 2 cents a pound ; that Mr. Euhl has 
({uoted. This will place us on a parity with the Mexican ore which 
is produced at a lower cost than ours, and avoid, for the future, the 
distressing conditions which exist at present. 

Senator Smoot. Did you say that you want to file a brief? 

Mr. Wallower. With these few remarks in addition to the briefs 
already submitted, I will leave the matter in your hands. 

STATEMENT OF CHABLES T. OBB, GENERAL MANAGER ATHLETIC 
MINING & SMELTING CO., WEBB CITY, MO. 

Mr. Okr. I wish to make a few remarks supplementing what has 
already been said. 

P^irst, we wish to stand for what our original brief asked for: 
secondly, we would like to have that made permanent instead of for a 
two-year period. Those are the two points that I wish particularly 
to emphasize. The necessity for this will be shown in our brief. 

I am more particularly^ interested in the smelting end of the busi- 
ness, although I am also interested in the mining; our mines are now 
closed down. 

T want to say further that one reason why the big mines are still 
running is that we find the zinc mined with lead, the lead being 
mined and the zinc produced with it. The zinc minCvS alone are 
almost out of business. I have been mining for 22 years, and I can 
tell you that the prices to-dajr are less than they were 22 years ago. 
Our* labor prices are about twice as high. That is, briefly, our situa- 
tion. We would simply like to have you give it your consideration. 

Senator Dillingham. How much do you ask in your brief? 

Mr. Orr. Two cents on the ore. We ask that and we also ask that 
it be made permanent. Those are the two things we wish to em- 
phasize. 

STATEMENT OF HON. HENBT L. MYEBS, X7NITBD STATES 
SENATOR FBOM MONTANA. 

Senator Myers. Mr. Chairman, I shall be very brief. 

The ^AIRMAN. Take your time. Senator. 

Senator Myers. I appear in benalf of the zinc producers of Mon- 
tana. I have a letter from one of the leading zinc producers of 
Montana, stating that at the time he wrote the letter the House had 
fijced a duty of 2 cents per pound on zinc. Did the House leave it 
at that rate ? 

Senator Smoot. It left it at that rate for two ye^rs. 

Senator Myers. He claims that in view of foreign competition and 
cheap foreign labor they can not possibly produce zinc m the West 
for less than 2f cents a pound. He wrote a very urgent letter. I 
suppose others will appear in connection with this matter, but T hope 
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that a duty of at least 2| cents a pound will be put on, because the 
mines in the West are in a very bad condition. Practicalljr all the 
mines in Montana are closed down. I just wanted to bring this 
matter to the attention of the conmiittee. 

Senator Smoot. I will say to the Senator from Montana that the 
zinc interests have been hero and testified, and they wanted 2 cents 
per pound. 

Senator Myers. Wanted it left at 2 cents per pound ? 

Senator Smoot. Yes, sir. 

Senator Myers. I will say no more about that, then. I vnH just 
simply add that the producers in Montana of manganese, chrome, 
and graphite all claim that they ought to have a fair duty on all 
three of those articles, and I promised to convey that information to 
this committee. 

STEEL wnroaw sash. 

[Paragraph 393.] 

STATEMENT OF AABON C. THATEB, BEPBESENTING HEITBT 
HOPE & SONS, NEW YORK, N. Y. 

Mr. Thayer. My name is Aaron 0. Thayer, lawyer, and secretary 
and treasurer of Henry Hope & Sons, a New York corporation. 

If the committee please, I represent Henry Hope & Sons (Ltd.) , 
an English corporation, and its subsidiary and selling a^ent, Henry 
Hope & Sons, a New York corporation. The question is on metal 
sasn and window frames, which bear an ad valorem duty of 10 per 
cent under present section 104. We ask that the duty be retained 
at the present amount. 

Under the new act as passed by the House the words "sash and 
frames'' are stricken out of stK5tion 312, which, as we understand it, 
throws as into section 393 and makes us subject to an ad valorem 
duty of 35 per cent, three and a half times what we have been under 
for the last eight years. 

Our reasons for thinking that the present duty is ample are, briefly, 
these: 

We have been under this duty of 10 per cent since 1913. Our 
business has remained substantially the same. Our competitors' 
business has prospered and increasea. 

Secondly, of our competitors only two appeared asking for an 
increase of duty, and those are both offshoots of our competitors in 
England. 

Furthermore, at the hearing before the Ways and Means Com- 
mittee, at pages 759 to 766 of the record, in which briefs were sub- 
mitted, wo showed that, taking their own figures for their wa^es and 
material cost as compared with the figures which we submittoil in 
our supplemental brief, 10 per cent more than compensated for the 
difference in cost of labor and material, even taking exchange at 
$3.76. Of course, if you took it at $4.80 our labor cost and material 
(;ost would be very much larger. 

This business is a relatively new business in this country. Henry 
Hope & Sons (Ltd.), an English corporation, and George Ragg (Ltd.), 
another English corporation, introduced it into this ooimtry, or intro- 
(hiced the sash in ai)out 1907 and 1908. There was none manufac- 
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tured in this country at that time. We were advised that we would 
be subject to a duty of one-half cent a poimd; but as sash and frames 
were not included in the then section of the law, reading otherwise 
practically as it does to-day, we were put imder the ^ catch-air^ 
clause and subject to a duty of 45 per cent. 

There being no competition wo went on doing business and intro- 
duced our sa5i and were quite successful. 

There are two classes of sash. There is factory or industrial sash, 
which is made in large quantities and appears in large factories, and 
there is more expensive sash called also casements, which go into 
libraries and asylums and office buildings and residences. 

Up to 1913 tne competition had become so strong that we could 
not possibly go on under 45 per cent, and it was changed to 10 per 
cent. We have had no orders but one for industrial sash in nve 
years, and that was from an old customer. 

Senator Smoot. What rate are you asking for ? 

Mr. Thayer. The existing rate, 10 per cent. We ask that it be 
maintained as it is imder the Underwood law. 

Senator Smoot. Have you a brief that you want to tile ? 

Mr. Thayer. I have a brief here to file. 

Senator Smoot. You may have the privilege of filing it, then. 

Mr. Thayer. I just want to say one more thing, tnat our larger 
American competitors do not ask^for any increase. It is only these 
two companies which I have described which have prospered so much 
since 1912. They have done practically all their business imder 
the 10 per cent duty and are really offshoots of our English com- 
petitors. 

BRIEF OF AAROV O. THATER, RSPRESSNTUrO HENRY HOPS Ai SONS (LTDO. OF 
BIRMINaHAM, ENGLAND, AND HENRY HOPE 6c SONS, OF NEW YORK CITY. 

Under section 104 of the existing law the duty on steel sash and casements is 10 
l>er cent ad valorem, and the section reads as follows: 

'*Sec. 104. Beams, girders, joists, channels, car-truck channels, TT, columns and 
posts and parts or sections of columns and posts, deck and bulb beams, sashes, frames 
and buiidin£: forms, together with all other structural shapes of iron or steel, whether 
plain, punched, or fitted for use, or whether assembled or manufactured, 10 per cent 
ad valorem.'' 

The English company manufactures this product in England. It owns the stock 
«f the New* York corporation which obtains orders in this country, attends to the 
importation, pays the duties, and installs the sash when received. 

The proposed act (H. R. 7456) strikes out from paragraph 312, which is obviously 
to take the place of present section 104, the words * sashes, frames," and as we under- 
stand it, steel sashes and casements would be dutiable under proposed paragraph 
393 of the new act at 35 per cent ad valorem. The proposed new duty, therefore, is 
three and one-half times as large as the existing duty, and it will also be reckoned 
on the market value in this country of our competitor's product, not on the market 
value in England. 

We respectfully submit that the present duty of 10 per cent ad valorem is ample, 
as shown by the following facts: 

(1) The present 10 per cent duty dates from 1913, and under it our competitors in 
this country have prospered and largely increased their business, while ours has 
remained practically stationary. 

(2) Only two of our competitors in this country appeared before the Ways and Means 
Committee to urge any increase in the duty, and. these two competitors, viz, the Inter- • 
national Casement Co., of Jamestown, N. Y., and the Crittal Casement Window Co., 
of Detroit, Mich., are offshoots of our English competitors. The present duty of 10 
per cent fully covers the difference, if any, oetween labor and matenal cost in England 
and labor and material cost in the United States, and increasing the duty to 35 per 
cent will drive us out of the American market and to that extent reduce the revenue. 
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It will also probably result in an unnecesaarily large profit to the two competitors 
who appeared before the Ways and Means Committee and asked for the increase. 

Steel sash and casements were first introduced into this country in 1907 by George 
Ragge (Ltd.), of Manchester, England, and ourselves. We were advised at the time 
that the dutv would be one-half of 1 per cent a pound, but we were classified under 
the basket clause and a duty of 45 per cent ad valorem imposed. There bein^ no 
American competition, we were able to do business in this country under the 46 per 
cent duty, but as competition grew it became more and more difficult to do business, 
and in 1913 the duty was reduced to 10 per cent ad valorem. 

The International Casement Co. has as president Thomas H. Ringroee, and as xiva 
president Walter G. Lawrence, both of whom came to this country as representativet* 
of Geoige Kagge (Ltd.), of Manchester, England, who were our competitors in England 
in the manumctiu^ of steel sash and casements. The Crittall Casement Window Co., 
as we are advised, holds and controls the patent on a metal window casement in thin 
country and in Canada, the patent being owned by the Crittall Manufocturing Co., of 
E^land, which is another of our competitors. 

Both of these American corporations were formed in 1912, and the American Inter- 
national Casement Co. began business in the early part of 1913. Practically all of 
their business, therefore, has been done under a protective duty of 10 per cent ad 
valorem and they have prospered exceedingly. Thus, the International Casement Co. 
was incorporated witli a capital of $50,000. We are advised that as a result of its eight 
years of business under the present duty it now has capital stock paid in of $78,450 
and surplus and undivided profits of $102,000. The Crittall Casement Window Co., 
as we are advised, has a capital stock of $122,000, of which $97,000 was paid in in 
cash and $25,000 represents contracts with the Crittall Manufacturing Co., of England. 
It also, as we are advised, has surplus in use as capital and undivided profits of over 
$90,000. No further comment would seem to be necessary as to the success of these 
companies and the adequacy of the protection which they have heretofore receivcnl . 

It further appeared from Mr. Ringrose's* testimony at the hearing on January 13, 
1921, before tne Committee on Ways and Means, that the International Casement 
Co. had a plant in England until about a year ago, when thd lease expired, and that 
instead of ouilding a new plant in England they have made arrangemente with an 
English firm with which they used to be connected to manufacture the product in 
England if that can be done at a greater profit than by manufacturing in this country*. 

Tfiie Crittall Casement Window Co., as above stated, is engaged in exploiting* a 
British patent, and apparently one-fifth of the profits go to its English parent. 

In otner words, the request for an increase in duty comes not fipm real American 
manufacturers, but from our English competitors who would like to see our product 
excluded from this market, having first made arrangements to manufacture their 
product here if it can be done at a greater profit than in England. 

At the hearing before the Ways and Means C/ommittee it was stated by our com- 
petitors that we could undercut them by about 15 per cent. This is not our experi- 
ence, and in proof of the actual state of competition we respectfully refer to the fiv< 
following recent bids submitted by us and the results: 

Scottish Rite Cathedral, Guthrie, Okla.: 

Estimate submitted by H. Hope & Sons, Dec. 16, 1920, amounting to. . $40, 080 

Secured by Crittall Co. for , 35, 250 

Princeton University, Princeton, N. J.: 

Estimate submitted by H. Hope & Sons, Feb. 26, 1921, amounting to. . . 25, 585 

Secured by International Casement Co. at about 23, 200 

Federal Reserve Bank, Richmond, Va.: 

Estimate submitted by H. Hope & Sons, Mar. 26, 1921, amoimting to. . . 19, 004 

Secured by Crittall Co. at about 16. 500 

Cleveland Public Hall, Cleveland, Ohio: 

Estimate submittcKi by H. Hope & Sons, Feb. 9, 1921, amounting to . . . 36, 964 

Crittall Co 33,334 

International Casement Co 28, 654 

Educational Hall, Washington University: 

Estimate submitted by H. Hope & Sons, July 6, 1921, amoimting to 30, 327 

Secured by Crittall Co 27, 453 

In addition, we have recently bid for the windows to be furnished to the Brandon 
Asylum in Manitoba, in which our English corporation had the advantage of the 5 per 
cent differential Canadian duty. Our estimate submitted July 6, 1921, was $64,300, 
and the contract was secured by the International Casement Co. for $57,900. 

There are two general classes of steel sash and casements, one which is known a> 
industrial or factor>' sash made in quantity and not finely finished. We have not 
been able to compete for this sash even under the 10 per cent duty and ha\ <» oY>tained 
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oDly one order withiu live yean although we make large quantdtiee of it at the English 
factorv. The other ckss is a more finely finished sMh or casement for office bidld- 
ingB, libraries and similar expensive structures. As our bids quoted above show, we 
can not compete for this work on the basis of doing it cheaper than our American com- 
petitors. We are, however, one of the oldest manu^turers in this line of work. 
Our product is \re\l known and has an established reputation and it is on this basis 
that We can continue to do business in this country. 

We shall not attempt to give actual figures for the difference in labor and material 
cost between the two countries as those figures \Tiry from time to time and, as is well 
known, the labor costs in general in the United States have been going down for some 
time. Our best information, however, is from our English company, that the costs 
of material and of labor are substantially the same in the two coimtries and that the 
duty of 10 per cent mora than makes up the difference without taking into considera- 
tion our additional cosPfor freight ana insurance, and our additional cost in main- 
taining here a corporation to solicit business and to attend to the installing of the sash 
when received. The best proof ol the actual state of competition it seems to us are 
the facts in regard to the success of our competitors quotea above, and these further 
f»cts as to the business of our New York corppration since 1913 when the 10 per cent 
duty went into effect. 

Our fiscal year ends March 31, and the last fiscal year in which we did businefs 
under the Payne-Aldrich law ended March 31 , 1914. The gross sales of our New 
York corporation for that year were just a little short of $200,000. These j^oss sales 
included not only sash and casements but also window glass, charges for installing 
the aash, and profit and various other items. We have never done as well since, our 
largest gross sales for any year being a little short of $133,000 for the year ending 
March 31, 1921. Oiu* average gross sales for the fiscal years 1915-1921 have been 
$90,000, and the business of the New York corporation for the period has resulted 
in a new loss. 

We do not wish to abandon tnis business because we believe it has a future in this 
country and that it is worth trying to develop, although we are positive, and our past 
experience has shown, that any increase that we can bring about for ourselves will be 
but a small percentage of the gen^td increase, in the use of this saflh and casements, 
which will be produced by and the profit on which will be made by the American 
manufacturers. We are quite sure that our business does not amount to more than 
5 per cent ot the entire business in this country. 

We recognize that our industry is small and the duties which we have paid have 
varied between $5,000 and $10,000 per year under the existing law. 

We respectfully submit, however, that there is no sufficient reason why the Gov- 
ernment should lose money by abandoning an actual source of revenue, although small 
in itself, to our detriment and for the benefit of our English competitors, and this is 
particularly true in view of the evident willingness of our American competitor to 
continue on the present basis. 

We ask, therefore, that window sash and casements composed principally of steel 
^hall be subject to a duty in the new act of 10 per cent ad valorem, and that a para- 
graph to that effect shall be inserted in the bill instead of leaving this product to be 
taxed as in present paragraph 393. This will give the American manufacturers a 
10 per cent protection on their own wholesale cost and it will the American con- 
sumer a chance to obtain our product, which we do not think even our competitors 
will claim is in any respect inferior to theirs. 

STATEMENT OF T. H. BINaBOSE, JAMESTOWN, N. T. 

Mr. RiNGROSE. Mr. Chairman and gentlemen, my name is T. H. . 
Bingrose, president and general manager of the International Case- 
ment Co., of Jamestown, N. Y. My address is Jamestown, N. Y. 
I also represent the Crittall Casement Co. (Inc.), of Detroit, Mich. 
We are the only two manufacturers of steel casement sash. I brought 
a little model here. I don't suppose many of you have seen the case- 
ment sash. It is a high-^ade article used in residences, colleges, 
schools, libraries, etc. It is a sash that swings on hinges, diffenng 
from a sUiling window. Any remarks that I, make about my own 
company will apply to the Detroit company as well, because we both 
started at about the same time and under somewhat similar condi- 
tions. 
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I ain interested particularly in paragraphs 312 and 393. 

Senator Smoot. Paragraph 393 is the basket clause and 312 struc- 
tural shapes. 

Mr. RmoRosE. Paragraph 393 is the basket clause, and 312 is the 
structural shapes. It will be up to the Treasury Department to 
determine whether that will come under structural shapes fabricated 
for use or the basket clause. 

I am very well satisfied with the duty imposed by the Fordney bill, 
but on Tuesday last you had before your committee our British com- 
petitor, the only one left. He was asking the duty be the same as 
under the present Underwood law — 10 per cent (^ valorem. 

Senator Simmons. What do you mean by saying we Tiad before us 
your British competitor? I did not know we haa any of the British 
repre sentatives before the committee. 

Mr. RiNGRosE. Yes, sir; you had Mr. Thayer, representing Henry 
Hope & Sons, of Birmingham, England. 

Senator Simmons. Their American agent ? 

Mr. RiNGRosE. Yes, sir; their American agent, a selling company 
here, owned and controlled by the parent organization in England. 

I have read a copy of his remarks. His main reason for asking 
that this duty be lowered to 10 per cent was that we had prospered 
while they had remained stationary. I will not take very much of 
your time, gentlemen, but I want to bring this one point home. 
Prior to 1913 I was engaged in importing windows, and, seeing an 
opportunity to manufacture in America, we put a plant in James- 
town, N. Y. The Detroit company started at about the same time. 
In January, 1913, we started to manufacture. The Underwood law 
came into effect about October or November. The duty prior to 
that was 45 per cent ad valorem. We could not stay in ousiness 
and manufacture in America with three very large British concerns 
in competition with us, so we sent back to England om' vice presi- 
dent, and he rented a factorv as near to the American line of steam- 
ships in Liverpool as he could get, to manufacture for this market a 
special casement window. It is for that reason we prospered, be- 
cause we had a factory in America, and if an architect wanted somi*. 
special windows dehvered quicklv we could deUver it, and we had a 
plant in England which he could use if he had time to wait and 
wanted the lower price. 

Then came on the war. That meant that after a little while the 
British manufacturers could not ship any materials. That, then, 
threw onto us and our contemporary company in Detroit the burden 
of taking care of the whole market, which we did. We extended 
our plant. We built a new building, and have now plenty of room 
for extension. 

I don't know of anything else I want to say. 

Senator Smoot. You are satisfied with the House proposition as 
to the basket clause and also paragraph 312? 

Mr. RiNGROSE. Quite satisfied. 

Senator Calder. How many men do you employ ? 

Mr. RiNGROSE. One hundred, normally. 

Senator Calder. At Jamestown ? 

Mr. RiNGROSE. Yes; and about 120 at Detroit. 

Senator Sutherland. Do you still conduct the English plant ? 
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Mr. RiNGROsE. No. We closed it a year ago, because we felt that 
wages were up very liigh in England and we would have a better 
chance to compete. But that is another point that we overlooked 
at the time. Wages in England have increased three times over 
prewar times, while ours have increased only twice. So the result is 
that theirs are liable to come down greater than ours possibly can. 

Senator Calder. Have wages come down in England in that line ? 

Mr. RiNQROSE. They must have, these last two weeks, because 
prices now are very much lower, but I have not been able to get 
accurate advices on that. 

Senator Sutherland. You do not know what wages over there 
are at this time as measured in dollars and cents ? 

Mr. Ringrose. No. I would like to file a brief in about three 
days, if I may be granted that permission, and I can get that infor- 
mation by that time from our British associates. 

When we did close the plant in England, we arranged with our 
old associates there, the nrm with whom our vice president and 
myself were trained, to manufacture our product, and last vear 
they did manufacture $70,000 worth of casement windows, and. we 
brought them in and made more profit on them than we did on our 
own product manufactured here. We want to keep this plant going 
in America. We have a big plant, and we would like to see it grow 
and develop. 

Senator Calder. What was the value of the output of your plant 
in this country last year? 

Mr. Ringrose. $440,000. 

Senator Calder. In Detroit ? 

Mr. Ringrose. Jamestown, including $70,000 worth we imported 
from England. 

Senator Sutherland. If conditions warrant it, do you expect to 
start your English plant up again ? 

Mr. Ringrose. No; we have closed it up for good. 

Senator Simmons. Let me imderstand you in regard to the state- 
ment you made about the cost of labor. You say tne cost of British 
labor IS higher than the cost of labor here ? 

Mr. Ringrose. No; it was not higher, but it was nearer, when we 
closed our plant up. 

Senator Simmons. What did you mean by what you said a while 
ajgot Did you mean the English price of labor had gone up three 
times as much compared with prewar prices as the American price 
of labor? 

Mr. Ringrose. No, sii\ The American price went up twice, and 
English three times. 

^tiator Simmons. You really closed your plant in England because 
there was practically no difference in the labor cost there and hei^e ? 

Mr. Ringrose. No; there was just a little difference. 

Senator Simmons. Was it in favor of America or England ? 

Mr. Ringrose. The difference was in favor of Great Britain. 

Senator Simmons. Great Britain labor prices were higher? 

Mr. Ringrose. No; lower. 

Senator La Follette. But when you added ocean freight rates 
there was no advantage in operating the English plant ? 

Mr. Ringrose. None whatever at that time, but the reductions 
wevG much greater in England. 
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Senator La Follette. Do you know what the reductions have 
been in the last two weeks. 

Mr. RiNOROSE. No, sir; I could find that out and put it in the brief 
which I will file in about three days. 

Senator Simmons. If that is true, what do you need this protection 
for? We should not pass a tariflF law upon conjecture as to prices 
coming down, but it ought to be based upon the price of labor here 
and the price of labor there at the same time. They may go down 
here. I nope they will. They ought to in some industries. They 
may go down in Europe. But m framing this tariff law we should not 
assume that American wages are going to remain stationary, while 
English wages will continue to go down. 

Mr. RiNORosE. No. However they go down, English wages will 
go down greater than ours. 

Senator Smoot. How do you know that? They have not done it 
so far. They went up faster than American wages, according to your 
own statement. 

Mr. RiNOROSE. I can find that out for you. 

Senator Simmons. You do not know it ? 

Mr. R(nqrose. I do not know it. 

Senator Simmons. You are simply guessing at it, and I think 
there is a good deal of guesswork about these tariff statements. 

Mr. Ringrose. Well, judging by the prices they are quoting this 
last two or three weeks they must have come down considerably. 

Senator Simmons. During the last two or three weeks ? 

Mr. Ringrose. Yes, sir. 

Senator Simmons. Up to that time you thought it was cheaper 
for you to operate a factory there as well as in America ? 

Mr. Ringrose. No; that was a year ago. 

Senator Simmons. I thought it was just a little while ago*. 

Mr. Ringrose. No; we closed our factory over there about a 
vear ago, but it is in the past two or three weeks that the prices 
nave been very much lower than they were. 

Senator Simmons. iVnd you are bringing your prices down lower ? 

Mr. Ringrose. Yes; our prices are lower. 

Senator Simmons. And you are going down lower still ? 

Mr. Ringrose. Yes, sir. 

Senator Simmons. And they are still ahead of you ? 

Mr. Ringrose. We can not possibly go as low as they are going 
now. That is impossible, even if we come to prewar prices. 

Senator Smoot. Suppose you take American gold over there and 
buy English money and pay the labor over in Europe with Englisli 
money, could you not run your plant then ? 

Mr. Ringrose. Yes; we coidd run the plant to a big advantage. 

Senator Simmons. And you contemplate opening this plant over 
there again, do you ? 

Mr. Ringrose. No. We have arranged with a large manufac- 
turer in England to manufacture our prcmuct. 

Senator Simmons. You mean he is going to manufacture it for you ? 

Mr. Ringrose. For us. 

Senator Calder. If it is profitable? 

Mr. Ringrose. Surely, if it is profitable. 

Senator Ij\ Follette. That is a contingent contract? 

Mr. Ringrose. vSurely, that is a contingent contract. 
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Senator La Follette. What rate are you paying now for com- 
mon labor in your factory ? 

Mr. RiNQROSE. Per hour ? 

Senator La Follette. Yes. 

Mr. RiNGROSE. Thirty cents. 

Senator La Follette. What did you pay at the highest point 
prior to the present time ? 

Mr. RiNGROSE. Forty-five cents. 

Senator La Follette. How long ago was your factory estahlished 
in this country? 

Mr. RiNGROSE. January, 1913. 

Senator IjA Follette. What wore you paying then for common 
labor t 

Mr. RiNGROSE. Seventeen and one half cents. 

Senator McCumber. Is that all ? 

Mr. RiNGROSE. Yes; thank you. 

B&nr or thomas h. rihoross, rbp&esshtiho t^xihtsrhatiohal casb- 

MBITT CO. (IHC.) AHD C&ITTALL CASBMBITT WINDOW CO. (IHC). 

It should be noted that the words "sashee and frames'' in paragraph 104 in the 
present Underwood tariff are included alon^ with beams, girders, joists, angles, etc. 
Sashes and frames are a highly finished article mostly fitted with expensive bronze 
hard¥^re and used in the homes of the wealthy, in libraries^ colleges, and public 
buildings. The product is mostly handmade. The other articles in the paragraph 
are bars of steel or iron not advanced in manuafcture further than the rolling. 

The words * ^sashes and frames" were not in the Payne-Aldrich law, but were 
added in the Underwood law on the recommendation of Henry Hope & Sons (Ltd.) 
and George Wragge (Ltd.), both British corporations. We did not testify at these 
hearings. Under the Payne-Aldrich law they carried a duty of 45 per cent aci valorem. 

In the brief filed by Mr. Thayer, Senate Finance Ciommittee tariff hearings, item (1), 
Mr. Thayer states, in arguing for 10 per cent duty, that since 1913 we have prospered 
add their business has practically remained stationary. In considering this we 
respectfully call your attention to the fact that in December, 1913, soon after the 
UnderwooQ bill became law, in order to stay in the business the Intonational Case- 
ment Co. were compelled to open a factory in Liverpool, England. The Crittall 
Casement Window Co/s parent organization is in England. We could not possibly 
have prospered had we not had these factories in England to manufacture for us. 
It should also be noted that during the war and for sometime afterwards our British 
competitors were not in position to manufacture for this market. Our capital and 
plants were enlarged in the United States to meet this condition, and we are anxious 
to manufacture all our product here. 

In regard to our profits for the years 1913 to 1920, inclusive, these show an average 
of 8.27 per cent on the sales. 

Mr. Thayer gives a list of contracts in which lower prices were quoted in the United 
States. We could give a list reading the opposite way, but it would not be of much 
service because of the special nature of each contract and the fact that in the majority 
of the jobs quoted by Mr. Thayer about 50 per cent of. the cost is for material pur- 
chased or for labor done in this country. 

In connection with the Brandon Asylum, Manitoba, Canada, the price referred 
to was quoted by the International Casement Co.'s Canadian associates (Canadian 
Allis-Chalmers Co.) and was for work made in Canada. We could not possibly com- 
pete with British firms in Canada, and for over a year the above-mentioned Canadian 
firm has been manufacturing international casements in Canada. 

For actual figures we respectfully refer you tojpages 759 to 766, Hearings on Gen- 
oral Tariff Revision before the Committee on Ways and Means, part 2, 1921. In 
the supplemental brief of Henry Hope & Sons, pages 7(i4 and 765, please note, line 
12, page 765^ they state the International Casement Co.'s cost is $23.45. This is 
correct and in accordance with our testimony given before the Wavs and Cleans 
C/ommittee. In line 18, page 7d6, they state wo can sell at $23.45. T*o their figures 
they add selling expenses and jprofit. We, too, have representatives in various 
cities, and to our cost of $23.45 must be added 20 per cent to cover these expenses 
and profit, also the freight from Jamestown to the seaboard. 
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Details of comparative costs and selling prices in Great Britain and the Uniu^l 
States, taken from figures furnished by Henry Hope & Sons (Ltd.), page 765i arc ai- 
follows: 

Cost of casement 24 by 54 inches in England packed ready for shipment to 

New York (€3 16s. 9d.), present rate of exchange $3.70 per pound $14. 20 

Ocean freight, insurance, cartage, dock dues, ancl customs tax 1 . 20 

Jo. 40 
Duty 10 per cent 1. 12 

(\)9t with duty landed in New York 16. 82 

.Selling expenses and profit 20 per cent 3. H(> 

Selling price in New York City 20. IS 

Cost of casement 24 by 59 inches, made in United States, packed ready for 

shipment 23. 45 

Freight to New York 64 

Cost landed in New York 24. 09 

Selling expenses and profit. 20 pi*r cent 4. 82 

Selling price in New York 28. 91 

In other words, the selling price of American manufacturer on this particular case- 
ment is $8.73, or 43-,% per cent, above the selling price of the British manufacturer 
based on to-day's rate of exchange ($3.70=i:l). 

It will be seen, therefore, that the proposed rate of duty in House bill H. R. 7458 
is fair, pro^dding casement sashes come under the basket clause of paragraph 393 at 
35 per cent ad valorem taken on American valuation. 

In response to your request for information regarding reduction in wagee in Great 
Britain, we cabled to the Crittall Casement Co., of Braintree, England, and to-day 
received reply gi\'ing the following information: 

Skilled casement mechanics reduced 21 ^^ P^r cent, common labor 21 percent, from 
the high peak of war period to present day. 



LETTEB OF DIKEGTOB OF GEOLOGICAL SUBVET III REPLY TO 
STATEMEITT OF OHASLES W. POTTS, DEEBWOOD, MTVir.' 

Department of the Interior, 
Unfted States Geological Survey, 

Washington, October 6, 19^1 . 
Dr. Thomas Walker Page, 

Chairman United States Tariff Commission. 

Dear Dr. Page: I have received your letter of September 30 with reference to 
the statements of Mr. C. W. Potts before the Committee on Finance of the United 
States Senate. 

Mr. Potts's charges are of such a character and of such wide range that they demand 
rather detailed consideration. It has seemed best, therefore, to prepare rati^er full 
answers to each type of chaige. I give below a summary of my reply. Considering 
the reception given to the chaiges by the Senate committee, I suggest that Mr. Potts 
be given an opportunity to retract the chaiges and, if poanble, to reappear before 
the committee under circumstances that permit cross-examination. I need scarcely 
assure you that you are at liberty to use both this letter and the attached statement 
as you wish. 

Mr. Potts 's charges that the survey's estimates of manganese-ore reserves are based 
upon superficial examinations and obsolete reports and that the examinationis were 
undertaken with pessimism are untrue. His further charges that the reports of re- 
serves in the Butte district are not consistent with reports of production and that the 
World Atlas of Commercial Geology was based upon material available in 1913 are 
not only imtrue but arise out of his very superficial examination of and careless refer- 
ence to the publications. On the other hand, he has refused, for the present at least, 
to give the survey access to the data and methods by which his estimate of 10, 000, 000 
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toils of 42 per cent ore was reached. Further, by partial statements and by the incor- 
rect use of data submitted to him, ho has reached conchisions which are obviously 
unsound. 

The foregoing discussion of the charges and claims of Mr. Potts should not becloud 
the fundamental question of the amount of manganese-bearing materials remaining 
iinmined in the I'nited States, for that is the information which Congress needs. It 
is out of the question for the survey at the present time to attempt an exhaustive 
reexamination of all or even most of the principal deposits. In consioering the present 
situation I do not think this is necessary. The estimates, even of qualified individuals, 
concerning the domestic resources of a number of minerals seem bound to differ 
widely. The estimates of mineral reserves by conservative persons, particularly those 
conscious of responsibility, will always seem ridiculously low to persons of different 
temperament and to those seeking to promote selfish ends. After considering the esti- 
mates of our domestic manganese reserves made by the Survey during 1917 and 1918, 
the satements of production that have been filed by the proaucers with the Survey, 




of material containing more than 35 per cent manganese, which are sufficient to make 
about 75,000,000 tons of steel by present practices. If the large reserves of lower 
^nde material be considered, making proper allowances for necessi^ adjustments 
m steel plants and processes, the comDinea reserves are probably sufficient to make 
about twice as much steel, or 150,000,000 tons. 
Very tnily, yours, 

Geo. 0ns Smith, Director. 



Department of the Interior, 
Unfted States Geological Survey, 

Washington, October 7, 1921 . 
Dr. Thomas Walker Page, 

Chairman [In ited States Tariff CommUsioii. 
My D^ar Dr. Page: Supplementing my letter of yesterday, 1 wish to call your 
attention to an article on manganese by Mr. Potts, which appears in the current num- 
ber of the Mining Confess Journal, which came to my desk to-day. 

Near the close of this article, on pa^ 394, you may find a statement wherein Mr. 
Potts admits more than he orally aamitted to Mr. Hewett at the time of their recent 
interview. This shows that the factor used by Mr. Potts in multiplying the survey's 
estimate of high-grade reserves is admittedly based upon the disparity between ihe 
survey's estimates of certain deposits and the tonnages subsequently proved for the 
same deposits. Not to again call attention to the flaunt errors in some of Mr. Potts's 
comparisons, it is sufficient to state that the danger of this method is well set forth in 
the. memorandum accompanyinjB; my letter of yesterday. 

On the same page in an earlier paragraph Mr. Potts reiterates his reference to the 
2,800 tons of high-grade ore in the Butte district, with which he compares a many 
times larger tonnage of ore shipped from the same district, not specifying, however, 
the kind of the ore so shipped, tne survey's distinction in its estimate between oxide 
and carbonate ores being either unnoticed by Mr. Potts, as he stated to Mr. Hewett, 
or disr^arded by him in his very plain purpose to discredit the United States Geo- 
lofrical Survey. 

Yours,' very cordially, 

Geo. Ons SMrra, Director. 

C)OMME.\T ON THE CHARGES OF (■. W. POTTS. 

Statement of policy. — Although the estimation of mineral reserves is naturally a part 
of the work of the United States Geological Survey, an exhaustive detailed examina- 
tion of all the deposits that should enter into any final estimate involves such an 
extraordinary amount of careful work by highly qualified geologists that it has only 
l>een undertaken for a few substances, such as coal, iron, petroleum, etc. For a num- 
ber of years the survey has been engaged in an exhaustive estimate of the coal resources 
of the United States, and highly dependable detailed estimates are now available. 
Recently it has seemed advisable to attempt to make such an estimate of the petroleum 
reserves. - The distribution of the petroleum deposits of the country is such that in 
order to obtain oven preliminary' figures it has been necessarj' to enlist the aid of 
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many onginoers and geologists throughout the United States as well as the geologists 
of the survey. Only the crisis of the war warranted the survey's attempt to make an 
estimate of the domestic reserves of a metal having such widespread distribution and 
occurring in such irregular and ill-defined deposits as manganese. 

It is apparent to thoae familiar with the deposits of the common metals that any 
dependable estimates of reserves must be based upon much detailed information 
obtained in mine explorations as well as upon the sound interpretation of the geologic 
relations under which the materials exist. It is further well recognized that tne esti- 
mates of highly qualified observers, even in individual mines, frequently differ appre- 
ciably, depending upon the emphasis placed upon certain idnds of geological data. 
In other words, there is commonly a possibility for difference of opinion among quali- 
fied and straigntforward observers. It was the survey's hope in attempting to esti- 
mate the manganese resources of the United States to nave a conservative estimate of 
the reserves, in order that a wise program for imports could be put in force during tlie 
war. Thesa estimates were needed because it was emphatically contended by the 
steel and alloy makers who constitute the consumers that there were no domestic 
resources worth considering in an import program. In order to have additional data, 
however, the geologists engaged in the work were rea nested to estimate the additional 
quantities that would probably be made available oy exploration work in progress. 
The survey's estimate, therefore, contains two figures — one, of dependably recoverable 
quantities and, the other, additional reserves in prospect. That there may be more 
manganese ore in the United States than the sum of these two quantities has not been 
denied by the survey. It has simply been stated that in the lignt of the work that was 
done during 1917 and 1918, including search, exploration, and examination, it seems 
highly improbable that there is twice as much as the 1,800,000 tons of high-grade 
manganese ore included in this estimate. 

The testimony and brief of C, W. Potts. — In the present instance, in conformity 
with the survey's policy, I sent Mr. Hewett, the geologist who had charge of man- 
ganese for the survey during the war, to confer with Mr. Potts, in the hope that a 
common understanding might be reached concerning domestic reserves. Mr. Hewett 
met Mr. Potts on September 29 and 30, and they discussed the situation at some 
length. It is sufficient to state at this point that Mr. Potts, beyond admitting that 
to obtain his estimate he multiplied the survey's estimate by a factor, flatly refuses 
to show Mr. Hewett the data or to explain the methods by which he arrived at his 
own estimates of manganese reserves. Although Mr. Hewett is satisfied that Mr. 
Potts has some dependable data that would be helpful in revising in detail the esti- 
mate of manguiese reserves, he withholds tl^m, and consequently they can not be 
used in preparing this memorandum. 

In the following statement answer will first be made to Mr. Potts's objections to 
the survey estimate of manganese reserves. Attention will then be called to some 
of the fli^nrant errors in Mr. rotts's brief and testimony before the Senate committee. 

1. In the paper by Messrs. Harder and Hewett, to which reference is made a num- 
ber of times, it is stated: "This part of the work (estimation of reserves) was ap- 
proached with a certain apprehension, for it was recognized that for most districts 
neither the extent of explorations nor time available for the work would permit the 
order of accuracy that most mining companies require as guides in operating. " This 
statement is clearly the basis for the charge by mi. Potts that it is admitted that in- 
vestigations were superficial (p. 1676) and that the work was not thorough (p. 1686). 

For yoiu* information I attach hereto a brief summary of the estimate oi reserves 
prepared by Messrs. Harder and Hewett, in which the work is classified as to whether 
it was detailed or reconnaissance and as to whether estimates might warrant revision 
or not. In this work 18 geologists, of whom 12 were members of this survey, specially 
chosen because of previous experience and other fitness, devoted a total of about 50 
months to field examinations during 1917 and 1918. Of the 1,181 deposits considered, 
588 lie in districts where the work was of detailed character involving the preparation 
of geologic maps. It will be noted that the reserves of high-grade ore in these districts 
make up 80 per cent of the total in the United States and of the additional re- 
serves in prospect almost the entire amount, if the carbonate ore of the Butte district 
be omitted. The reconnaissance work was done in districts that mostly offered small 
promise of reserves of high-grade ore, although a number of districts containing low- 
grade ore were considered in this manner only. The survey has never had anv 
doubt that the reserves of low-^rade manganese ore were adequate to meet any neecis 
that the steel industry would impose for some years to come. 

2. It is stated (pp. 1684 and 1694 ") that the data upon which the survey's estimates of 
reserves are basea are obsolete, and to substantiate the claim a list of nine regions is 
given in which the work was done during 1917. 
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It ahould be stated that of the nine regions subsequent reports to the survey show 
that little or no exploration work was done after examination b^ the survey fifeologists 
in the following: (1) Western Arkansas; (3) Colorado, other districts; (fi) Oklahoma; 
^9) Montana, other districts. Two others, (3) Leadville district, Colo., and (5) 
Cuyuna Range, Minn., contain only low-grade ore. In only two regions coma 
further exploration have added to the reserves of high-grade ore — (6) Butte, Mont. ; (7) 
Virginia, east side of valley. 

An analysis of the table of reserves prepared by Messrs. Harder and Hewett shows 
that of the total estimate of bi^-mae reserves, 417,000 tons, or approximately 60 
per cent of the proven total, is m districts where field work was completed as late as 
June, July, Au^:u8t, September, and October, 1918. After considering the table of 
reserves in the light of the reports submitted to the survey by mine operators up to the 
end of 1920, it appears that the estimates for the districts which contam more than half 
of the reserve of high-grade ore are still reliable. In several of the districts containing 
the remainder of me reserve recent work has probably justified an increase in the 
estimates. 

3. It is indicated by Mr. Potts (pp. 1690 and 1691) that the production reports are not 
consistent with the statements of reserves. 

Although Mr. Potts stated that the survey has never changed an estimated reserve 
of 2,800 tons of hi£;h-grade ore in the Butte district, he admitted in conference with Mr. 
Hewett that in the table where this fi^pre appears he has never read the following 
footnote: '^All recorded deposits of oxide ores examined; estimate does not include 
laige deposits of carbonate ore, 35 to 38 per cent manganese. ' ' Mr. Potts further stated 
that he nas not read the original report Irom which Butte estimates are taken. In this 
report it is stated: ''The known workable bodies of this ore (carbonate) aggregate 
several thousand tons, and there is reason to expect that further developments will 
disclose huge additional amounts." (U. S. G. S. Bull. 690-E, p. 112, published 
Apr. 9, 1918.) A more recent report contains this statement: ^The quantity of 
rhodochrosite ore reported as actually develox)ed early in November, 1918, was more- 
tiian 125,000 tons. To this reserve should be added an unknown and presumably 
very large amount in prospect. In addition the lodes contain an almost unlimitea 
quantity of low-grade material, consisting of the carbonate and silicate of manganese 
and quartz mixed in different proportions. This constitutes a reserve from which, 
if the necessity arose, the country's needs might be largely supplied." (U. S. G. S. 
Bull. 725-C, p. 176, published Aug. 8, 1921.) 

It should be noted in connection with any statement concerning the reserves in the 
Butte district that it was planned to have Mr. Pardee make an examination of the 
district in October, 1918, and that he was prevented &om making this examination 
by illness. It should also be stated that it is adequately confirmed that Mr. Pardee at 
the time of his first examination of the Butte district in August, 1917, was the first 
to call to the attention of the officials in the Anaconda Copper Go. the possible use of 
this material. It was upon his advice that inquiries were firat made concerning the 
marketing of the material. Although a definite estimate has not been assigned to the 
reserves of carbonate ore in the Butte district, the knowledge concerning these bodies 
has been taken into consideration in summary statements concerning the prospective 
production from domestic sources. Great dependence has never been placed oy the 
s ryey on a large part of the reserves of the district, even at the prices prevailing 
during the war, because it has no record that any qualified engineer or geologist has 
statedthat the bodies could be explored profitably for manganese ore alone. AH of the 
production of carbonate ore from the Butte district to date has come from mines 
that have been thoroughly explored in advance to extract bodies of copper and zinc 
ore. No charges for development of the bodies have, therefore, had to oe borne by 
the production of manganese ore. 

Mr. Potts refers several times (pp. 1677, 1686, and 1692) to the fact that two mines 
in the Batesville district have produced more ore than the reserve assigned by Uie 
survey geologist to them. As this geologist is in Utah, the only expluiation that can 
be ofifered at present is that the estimate for these particular mines was low. Such 
a discrepancy does not necessarily indicate, however, that the total estimate for the 
district was low. I still feel that the geologist was peculiarly competent to estimate 
reserves in that field. Certainly, before his estimate for the district is revised, he 
should be consulted. 

4. Mr. Potts makes statements (pp. 1678 and 1684) purporting to show that recent 
reports of the Geological Survey concerning mineral production and reserves of man- 
ganese ore are old and out of date. To substantiate the claim he cites the World Atlas 
of Commercial Geology, published in 1921, and states that ''the data upon which this 
report is based were compiled from information available in 1913." Not only does 
this publication, the first of its kind, contain practically complete information con- 
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ceming mineral production throu^^hout the entire world for the year 1918, only avail- 
able late in 1919, but Mr. Potts m conference with Mr. Hewett admits that he has 
never read the text on manganese in this report and has never read a table in it, but 
made the statement on the basis of a reply by one of the clerks of the Geological Survey 
to a question of his. In the discussion of world production of minerals, the year 1913 
was considered representative because it was the last normal year. 

5. Mr. Potts states (p. 1690): "Apparently the Government geologists have 
approached investigation of domestic reserves with pessimism. " As Mr. Potts admits 
in conference with Mr. Hewett that until midsummer of 1920 he never met a geologist 
of the Geological Survey who was engaged in the examination of manganese deposits 
during the war, Ms impression concerning the attitude of these geologists is worth 
nothing. There is abundant record in the form of summary reports to the Council 
of National Defense, War Industries Board, and Shipping Board during 1917 and 1918, 
as well as the testimony of many producers of manganese ore, that the attitude of the 
geologists was quite the reverse and that they were constantly insisting upon provision 
lor the use of the steadily rising production and upon dependence on domestic reserves. 

6. Mr. Potts' brief states (p. 1691): "It has also been proved that the estimate of 
the period of time which these reserves would last this country is based only upon 
an estimate of hig^-grade ore which is belittled and that that estimate does not take 
into consideration lower ^;rade manganese ores or the manganese ore associated with 
iron ore; nor does it take into consideration the metallurgical adaptability of all our 
ores in steel making. " This statement is made in spite of the lollowing paragraph 
taken from one of the reports to which he refers several times: "The widespread 
utilization of low-crade in place of high-^rade material undoubtedly presents imposing 
metalluigical problems. To the optimistic observer incompetent to consider these 
problems in detail the progress maae to this end in 1917 and 1918 offers considerable 
•encouragement. The laige reserves of the low-^;rade material can probably be 
depended upon under stress to double the probable life of the hieh-grade ore. " 

A careful examination of Mr. Potts*s. testimony and brief to tne senate Finance 
Oommittee in the light of statements made above indicates that he is more concerned 
with discrediting the Geological Survey as a source of accurate and prompt informa- 
iiou than he is in supplying evidence for the case which he presents. This attitude 
might be pardoned ii there were not abundant evidence from his brief that in order 
to strengtnen his argument he uses short cuts and questionable methods to obtain 
his own estimates, quotes partial statements which convey a meaning different from 
the original text, and has railed to imderstand some of the critical data used by him. 

(1) At the time of his appearance before the Senate committee, August 26) 1921, 
Mr. Potts stated (p. 1693): "From the data already accumulated ihe evidence points 
to a reserve tonnage of domestic manganese ore as follows: .p^^o^ 

"High-grade manganese, 35 per cent and over 10, 000, 000 

**Ferruginous manganese, 10 to 35 per cent 20, 000, 000 

*'Manganiferous iron ore, 5^ to 10 per cent manganese 45, 000, 000 " 

Also (p. 1694): "Up-to-date investigations prove that the reserves of high-grade 
manganese ore are approximately 10,000,000 tons.*' 

In order to iustify the estimate of 10,000,000 tons of high-grade ore, Mr. Potts, in 
conference with Mr. Hewett, stated that this estimate is obtained by multiplying the 
total reserves as published by the Geological Survey by a factor considered by him 
to be dependable from his recent data concerning a few districts. He further aidmits 
that he nad no data other than that of the Geological Survey concerning several of 
the most productive districts. 

(2) Concerning the estimates of reserves of domestic high-grade manganese ore, 
Mr. rotts quotes (p. 1687) a statement of Messrs. Harder and Hewett: "The estimates 
represent little more than the order of magnitude of minimum recoverable quan- 
tities,'' so as to suggest that it applies to the whole country. In the original context 
the statement only applies to tne estimates of reserves in Virginia, Georgia, and 
Tennessee. 

(3) In calling attention to the small estimate of high-grade manganese ore in the 
Butte district, 2,800 tons ^p. 1690), Mr. Potts quotes from a letter of Albert J. Selig- 
man to the effect that 71,000 tons of manganese ore were produced bv his company 
in 1918 and 63,000 tons in 1920. Mr. Potts admitted in conference with Mr. Hewett 
that he was ignorant of the fact that these quantities represent not high-grade man- 
ganese ore but low-grade oxide ore which had to be milled to yield a shipping con- 
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centrate. This material was part of the estimated 400,000 tons of low-grade material 
as figured by Mr. Pardee and which appears in the table of reserves: 

Estimates of domestic manganese ore classified according to character of tuorh done. 





Number 

deposits 

exam- 

ined, 

1916-1918. 


Manganese 35 per 
cent+. 


Manganese 5 to 35 
per cent, largely 
more than 20per 
cent SiO), less 
than 30 per cent 
Fe. 


Manganese 5 to 33 
per cent, lajgely 
more than 30 per 
cent Fe, less than 
20peroentSiOt. 




Reserves. 


Addi- 
tional re- 
serves in 
prospect. 


Reserves. 


Addi- 
tional re- 
serves in 
prospect. 


Reserves. 


Addi- 
tional re- 
serves in 
prospect. 


a-l DetaUed work: Estimates 

a-2. Detailed work: deposits 
such that ftirther work may 
warrant revisloii 


40 
548 

211 

296 
25 


Tom. 
178,000 

387,000 

89,750 
50,000 


Tom. 
350,000 

280,000 

(T) 
(T) 


Tom. 
116,450 

235,000 

507,350 
460,300 


Tom. 
230,000 

250,000 

(T) 
(T) 


Tom. 
S,000 

15,000 

3,800 
2,506,000 


Tom. 


100,000 


b-1. Reconnaissance work: Es- 
timates highly dependable; 
little or no e3q>loration since 




b-2. Reconnaissance work: De- 
posits such that ftirther work 
may warrant revision 


2,050,000 


C. Not examined by surv^.... 


(T) 










' 
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FIB, SPBTJCE, CEDAB, AND HEMLOCK LOGS. 

[Paragraph 402.] 

STATEMENT OF W. D. B. DODSON, GBNEBAL MANAGBB POBT- 
LAND CHAMBBB OF COMMBBCE, POBTLAND, OBB0. 

I submit herewith brief of (Columbia River Loggers' Information Bureau on Pacific 
northwestern conditions, proving the right of the log^g and lumber manufacturing 
industry of that region to tarin protection on their products, against Canadian 
competition, and ask your earnest consideration of the same. 

Sui)plementin^ this argument for the Pacific northwestern lumber industry, we 
submit a general argument herein on the need for a tariff to foster and encourage 
forestry in the United States, make the lumber and wood products industry of the 
Nation permanent, and to make it possible for this Nation to realize a net income 
from more than 463,000,000 acres of its domain that otherwise may become totally 
nonproductive. 

According to figures furnished by the Interior Department, the Nation has about 
228,000,000 acres of cut-over lands, once forest, now largely denuded. Except few 
very light uses in grazing live stock, this land is now practicsdly nonproductive. 
Most of it is valuable only for forestry. There are but two ways in which to make 
it again productive in the coming years: First, purchase by the Government or State 
as permanent forest reserve, and the expenditure of large sums in reforestation; sec- 
ona, reduce or eliminate annual taxes on this cut-over land, and protect America's 
wood industry against cheap imports of wood products until the private owners of 
such lands find an incentive to reproduce the forests as a commercial venture. 

Within the Federal-owned forest areas of this country there are 153,933,460 acres, 
of which 20,574,000 are in Alaska. This forest will be cut in the coming years ac- 
cording to commercial requirements and the Government's policy of conservation. 
The Nation's burden in reforesting the Government reserves will be the difference 
between the market price of stumpage and the cost of replanting trees. If the mar- 
ket price of the (Jovemment's stumpage is forced down to a dead low level, through 
influx of cheap wood products from primeval forests of other countries, where cheap 
labor prevaib, the Federal Government will have to spend a correspondingly greater 
sum in preserving for posterity the forests of our own reserves. 

The exact acreage of privately owned timberland in the United States is not given 
on official authority; that is, commercial forests segregated from cut-over lands that 
were once commercial. The best figures we are able to secure from the Forest Serv- 
ice are to the effect that there remain in the United States to-day above 100,000,000 
acres of forest bearing good merchantable timber, a major part of the timber itself 
being in private ownership. If, as the private timber owner cuts his forest, the 
low price of stumpage and heavy property tax afford him no incentive to reforest 
such lands, the cut-over tracts lie a waste, swept by fire for lack of protection, and 
laigely become nonproductive. 

In general, here we have a national asset of approximately 463,000,000 acres of 
land classed as forest, cut over, or yet in primary state. This is nearly 25 per cent 
of the total area of the United States proper. Most of this land is good for nothing but 
forest growth and light grazing of live stock. It is nearly twice the area actually 
cultivated each year in the country. With high cost of labor in America, reforesta- 
tion work and fire protection can not be conducted at costs available in similar for- 
estry work of other coimtries. If the Siberian and Russian forest products, and the 
Canadian forest products now, are permitted to enter freely, wo believe that our 
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country will be unable to restock and protect from fire the new growth which would 
make these enormous areas of commercial value in the future. There is no surer 
method of insuring reforestation and protection of these lands than in creating a 
condition whereby a conmiercial return could be secured from the work. 

If, in the coming years, the 463,000,000 acres of land now classed as forest could 
be made to yield an avera«;e return of 110 an acre annually, through timber for lumber 
manufacture, wood for pulp and all fiber products, better graring areas for live stock, 
wood for fuel, poles aiKl railway ties, and in addition to this commercial return a 
better conservation was insured of moisture precipitated and the countrv as a whole 
made more attractive, beautiful, and complete for the growing millions of population, 
is not such a result worthy of full consideration in the general policy which seeks to 
protect American industry? These lands are within the national walls. No coolie 
labor is available for their handling and development. Men who do needed work 
must live according to the high American standara. They eat the fanners' protected 
produce, and wear and use American industry's protected wares. Any consistent 
American protective policy can not disregard this right, nor be unmindful of the 
difference between 463,000,000 acres of waste and 463,000,000 acres of land yielding 
a substantial annual return to the American people. 

If these forest lands are not protected ana conserved, and the second generation 
finds itself dependent entirely for its wood reciuirements upon imports -from the 
outside, the Nation will lose hundreds of millions of dollars annually. Under a 
proper fostering and protective policy, this outlay may be saved within the country, 
Keeping the Nation complete, as in the past, in the production of all its major raw 
materials needed in our industries. 

When our virgin forests seemed without limit, and reproduction was not needed, 
the American wood and lumber industry could meet all competition ^t home ana 
abroad. With but 2,215,000,000,000 feet left standing, and consumption now at a 
rate four times as fast as reproduction, the policy of assuring better supplies in Uie 
future becomes imperative, unless we surrenaer the practice of meeting our own wood 
requirements. Whatever may have been thought proper in respect to duties on 
wood products in the past, the situation has changed. 

The fallacious argument is ofleied that America's timber supplies will be better 
protected and conserved by opening wide the door to all wood products imports, 
if these unrestricted imports prevent reproduction work in America's forests, as they 
will unless the Government wants to make enormous appropriations for buying {orest 
lands and restocking them, no surer means could be employed to completely denude 
the country of its forests. Cheap imports will kill the possibility oi securing new 
crops of trees on lands capable of supplying this Nation and also furnishing a substan- 
tiai expo^. Just as the cheap product from a foreign country, if not restricted by tariff, 
would Idll the Ammcan factory, so it will kill America's wood industrv. Just as a 
tariff, to meet higher production costs on the American living standara, is imposed 
for the farmer and the factory, it is needed in the wood products line. Cheap foreign 
imports will kill it, as soon as the virgin stand of timber has been cut. 

BRIEF OF THB OOLUMBIA RIVB& LOOOSRS' nTFORMATIOV BURXJLIT. 

Following the announcement that the lumber, shingle, and loe schedule would be 
argued before the Senate Finance Committee August 26, we are nerewith presenting 
you a short brief in favor of a protective tariff on Uie products of the timber operators 
m the Columbia River district. 

1. In British Columbia, in the State of Oregon, and the State of Washington the 
overwhehning growth of timber is on the coast and the western portions of the States. 
The Canadian timber is connected by navigable streams flowing from almost every 
tract to the seas and easily accessible for shipping and for the accommodation of the 
heaviest draft vessels. 

2. While it is true that the Columbia River district would not be affected as seriously 
as tiie Grays Harbor and Puget Soimd districts by the importation of logs from Cana- 
dian waters, the effect on the Columbia River market would be practically the same. 
The timber in the northwest portion of the United States reaches practically the iden- 
tical markets as the British Columbia output. These markets are competitive, and in 
consequence any serious effect that midit be experienced in the Washington ports by 
the importation of Canadian logs woula have exactly the same effect in the Columbia 
River district. 

3. At the present .time there are no logging camps on the Columbia River nearer 
than 9 miles to the booming groimds. In the State of Washington, where the lumber 
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indostry has been more active for a lon^ period of time, the logging camps are still 
forther remote from tidewater. In Britisn Columbia, where the logging industry is 



• still 

WW « ^ is 

a more recent undertaking, there is much timber directly on tidewater and also a for 
greater amount on short-rail hauls to the booms. This gives Canadian timber a far 
greater advantage on the original cost of the input of the 1(^ into the water owing to 
the very short luiul. The navigable waters in the British G:>lumbia district reach far 
inland, and this will give them a very ffreat advantage over a long period of years. 

4. In the operations in the timber districts there is an advantage in the employ- 
ment of labor. On the Canadian side a lai^ number of Hindoos and other orientus 
are employed on a 9-hour and, in some instances, a 10-hour schedule. On the American 
side labor works only 8 hours a day, is far better paid, and no orientals are employed 
in any of the logging operations either in Or^n or Washington. This gives the 
Canaaian operators a great advantage, and whenever their market is dull they can 
dump their surplus product into Puget Sound, Grays Harbor, or the Colimibia Kiver, 
thereby disori^niring the industry in the American Pacific Northwest. 

5. The disorganizing effect not only of this dumping but the foct that it is liable to 
happen at any time is well expressed in a letter of Acting Forester E. A. Sherman, of 
the United States Department of Agriculture, July 18, 1919, to one of the associations 
of locKers in this'district: 

"The tendency of such unexpected and intermittent importations, based on un- 
expected suspensions of the Canadian export tariff, to unsettle the market and to be 
an additional factor of uncertanity in the logging business is fully appreciated. " 

6. The Canadian log producer has a stillfurther advantage. He need not buy 
timber, and thus tie up capital, but may obtain it from the public lands of the Prov- 
ince on leases, which require him to pay only a royalty as ne cuts. In times of de- 
pression, consequently, he has no loss of capital return. The tax burden borne by 
the timber owners of both Washington and Oregon has reached the breaking point. 
On one tract of 640 acres in Clatsop Coimty, Orcg., the taxes in 1910 were $236 and on. 
the 1920 assessment roll the same timber paid 12,700.04. In the Grays Harbor dis- 
trict a tract of 320 acres paid on the 1920 assessment roll $1,883.20. In both of these 
instances the tax on similar tracts in Canada would be approximately $140. 

7. In the Columbia River district 90 per cent of the lo£;giiig is done by independent 
lo^rs who have no interest in the operation of sawmills, and he is often compelled 
to log to protect his overhead and equipment charges when there is no market for his 
logs. In some instances he logs when the market is up and is forced to sell during 
chaotic conditions on a falling market. In the Eastern and Southern States the 
mills run their own logging camps. In the Pacific Northwest the conditions are 
not the same. It is unfortunate that many mill owners on the American side have 
become interested in timber on the Canadian side, and thejr can not be expected to 
be impartial in the use of ^e advantages they could enjoy in the Cimadian importa- 
tions or upon questions of tariff. 

8. As the tariff has much to do in protecting the American shingle market, it is 
well to cite here that there are 32 shingles mills in the Columbia River district that 
are dependent absolutely upon independent loggers for their raw material. The 
flooding of the American market with Canadian shiiua^les would dose down these 
mills and would result in the accumulation and waste of the cut of cedar in the entire 
Columbia River district. This would throw hundreds of men out of employment 
and would make it absolutely necessary for the fir product of the logging camps to 
carry the burden of the loss and waste in the cut of cedar. This same conclition 
would prevail in the Puget Soimd and Grays Harbor districts. At the present time 
one Canadian operator is selling rafts of cedar logs in the Puget Sound district. Thus 
isx the Columbia River district has escaped this experience. 

9. The item of taxes mentioned earlier in this brief can be expressed more defi- 
nitely when we state that privately owned timber in the State of Oi^on to the extent 
of 254,000,000,000 feet is cairying the tax burden to support 189,700,000,000 feet of 
publidy owned timber whidi pays no taxes whatever. The timber is owned as 
loUows: 

In western Oregon: Feot. 

Privately owned 211,000, 000, 000 

Owned by the S tate 1 , 500, 000, 000 

In national forests 85, 500, 000, 000 

Indian reservations, parks, and public domains 45, 000, 000, 000 

In eastern Oregon: 

Privately owned timber 43,000,000,000 

In national forests 46, 700, 000, 000 

In Indian reservations, parks, and public domains 11 , 000, 000, 000 
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In the (Columbia River district alone in western Oregon there are to^y 48 inde- 
pendent logging operators. 

10. The vast logging equipment working in this State's timber resources must be 
kept going or eat up its value in idleness. What the l<^;gers would be driven to 
under this s3nBtem of conservation would be a woeful but inevitable slaughter of his 
timber. Compelled to keep his equipment going and to dispose also of his timber in 
order to get some return from his investment, he would fell trees as before, but carve 
out only the more profitable portion and leave the rest as waste, rendered useless by 
foreign competition, where before it could be marketed at an advantage. This is 
something that none of us look forward to with pleasure, but as the timber is our own 
and we would not let ourselves be forced into oankruptcy, we would have no other 
course. 

11. This association has refrained from troubling Congress for any protection so long 
as the demand on this side was sufficient to absorb the whole of our product. It 
wanted no unnatural stimulus. Recently, however, there has been a g^eat change. 
The demand for our product has greatly fallen off. On the Canadian side in turn 
there is great dullness. The temptation of the Canadian to hurry his logs into our mar- 
kets is therefore great, and if it be said that the demand on our side has fallen off, still 
some demand remains, and this will seek the Canadian article in preference to ours 
because of the premium on the American dollar in Canada, ranf;ing during the past 
year not under 8 per cent and lising at times to 20. The temptation of the American 
mill man now to buy Canadian logs on Puget Sound is almost irresistible, and the 
western Washington loggers are placed in a position extremely dangerous and unfoir. 

12. While a mere antidumping act would not be a sufficient protection against the 
Canadian product, it is proper to notice that the Canadian Parliament by act of 1907 
has protected the Canadian Provinces against dumping into Canada by foreign coun- 
tries. (Appendix 18, p. 208 of Canadian Consolidated Customs Acts.) 

MAHOOAVT AlfD OEDAB LOOS. 

[Paragraph 404.] 

STATEMENT OF JOSEPH S. AUBBBACH, BEPBESBKTING THB 
MAHOGANY ASSOCIATION OF THE UNITED STATES. 

.Mr. AuEEBACH. I wish, on behalf of my clients, to thank vou very 
much for acceding to the request of Senator Smoot that tnis short 
hearing as to section 404 be advanced. I shall be very brief in my 
remarks, and we shall keep within the limit of time prescribed by you. 

With your consent, the hearings will be consolidated so as to in- 
clude seven on the Ust— G. B. Mulgrew, Otis Manufacturing Co., 
Thomas Williams, C. L. Willev Co., Freiburg Mahogany Co., Wulard- 
Hawes & Co., and Ichabod T. Williams & Sons. Mr. Williams will 
submit a formal statement which has been agreed to by his associ- 
ates; Mr. Arkush and Mr. Otis will add only brief additional state- 
ments. There will be no brief filed by us, unless it seems to be nec- 
essary by reason of questions asked of witnesses or unless it be at 
your request. 

Since the Civil War — and, I think, far back of that time — there has 
not been, so far as we are informed, in the history of congressional 
l^islation by any party a case where a raw material not produced or 
producible here nas ever been subjected to a duty. Certainly this 
IS true of mahogany and other tropical hardwood logs now under 
consideration. Yet you propose to unpose upon such logs a duty of 
10 per cent and upon the manufactured lumber a duty only of 15 
per cent. 

Senator Watson. Do you refer to all kinds of lumber? 

Mr. AuEBBACH. Yes, to all the timber referred to in section 404, 
included under the head of "Tropical hardwood logs." 
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Senator Watson. I just wondered whether you were testifying to 
all kinds mentioned in section 404. 

Mr. AuERBACH. Yes; all tropical hardwood logs in 404, although 
primarily mahogany. 

I am m a way only submitting considerations introductory to the 
statements of the witnesses who will testify. What will be developed 
in this hearing is that the return to the Government will be negligiole. 
The to per cent will not be 10 per cent net. For the expense of 
handling, measurement, etc., to which these logs will be subjected, 
and to which they are not subjected now, will oe largely in excess 
of this 10 per cent. At present, when vessels come mto port, the 
logs are thrown in the water and go from there to the mills, which 
have been constructed with reference to this method of delivery — 
brought about by the uniform, imbroken policy of the Government 
for an indefinite period in not taxing the logs. 

Now, the first thing these importers think of in a matter like this, 
and the first thing they ought to have in mind, is good citizenship 
and the putting aside of their selfish interests. And I am safe in 
saying that they would not appear and oppose any bill which would 
appreciably add to the amount of Government income, unless it was 
a serious menace to their business. They, however, wish to present 
to you the consideration and emphasize the fact that there will be 
no substantial return to the Government from this duty, if the Gov- 
ernment assumes, as it should, the expenses necessary to the import- 
ing and manufacturing interests. Tnat this will be the necessary 
effect will be demonstrated from the statements to follow. 

The witnesses will, as I say, make it abundantly plain to you that 
the burden will amount to a great deal more than the 10 per cent 
ad valorem duty. For the cost, among other items, of demurrage 
and wharfage charges and of rehaudling this lumber at the point of 
destination — ^which American bottoms, though in crying need of 
freight, carry imder great difficulty even now — ^will cooperate to 
swell liiis expense. In fact, the steamship lines have notified the 
importers that they will be obliged to put an embargo on that kind 
of freight if section 404 be enacted. It is in their opinion impracti- 
cable S) handle it imless they can dispose of it, as at present, when it 
comes into port, by simply dumping it overboard in the ponds adja- 
cent to the mills, whence the manufacturer lifts it into his null as he 
requires it. The importers will also demonstrate to you by their 
statements or by such questions as vou may address to them that 
the additional cost of these logs — ^if dutiable as proposed — ^wiU more 
than offset the 15 per cent duty that is to be put upon manufactured 
lumber. Accordingly, a imiform governmental policy, time out 
of mind, to let in free of duty raw materials not produced or pro- 
ducible here and impose reasonable protection upon the manmac- 
tured article^ is wholly departed from, without benefit to the Govern- 
ment and with distinct disadvantage to importer and manufacturer. 

The statements to follow will make it impossible for these asser- 
tions to be controverted. 
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8TATBHBNT OF THOXA8 WIUJAKS. BBPBBSBNTINa ICHABOD T. 
WILLIAMS A SONS, NBW YOBK OriY. 

The Chairman. You maystate your full name ? 

Mr. Williams. Thomas Williams. 

The Chairman. Where do you reside ? 

Mr. Williams. New York City. 

The Chairman. What is yoiu* business ? 

Mr. Williams. Importer of foreign woods. 

The Chairman. Will you state your views on this para^aph 404 ? 

Mr. Williams. I have photographs here, gentlemen, of the char- 
acter of the raw material represented in paragraph 404, which I would 
be glad to have you inspect. I will only take 10 minutes of vour time. 

I am here to represent a committee appointed by the Mahogany 
Association of the United States, and as chairman of a committee 
composed of Mr. Arkush and Mr. Frank Otis, of New Orleans, ap- 

Eointed at a meeting of the importers and manufacturers of tropical 
ardwoods in the log, and personally to represent the firm of Ichabod 
T. Williams & Sons, of New York, of which I am senior member. 

Our firm has conducted a business importing and manufacturing 
foreign hardwoods for 83 years, and this is the fist time we have haa 
to appear before a committee of Confess to discuss the question 
of duty on immanufactured logs of tropical hardwoods. In all these 
years under Republican and Democratic administrations, and in 
all the tariJBF bills introduced during this time, unmanufactured logs 
of tropical hardwoods have always been on the free list. It is for 
this reason that no effort was made to secure a hearing before the 
conunittee of the House, when the wood schedule was imder con- 
sideration. In perfect faith that there would be no reversal of policy 
established for so many years, probably $25,000,000 have been in- 
vested in the manufacturing of these woods, and in the establishment 
of ^encies in the Tropics for production. 

The goods in question can not be produced in this country. No 
tropical hardwood can be grown in the latitudes of our country, and 
I am forced to the conclusion that in the haste of preparation the 
fact that these logs have always been on the free list was overlooked; 
or else that the committee of the House thought some revenue might 
be obtained from the imposition of a 10 per cent dutv. 

Senator Simmons. Do the House hearmgs show that anyone ap- 
peared before the House committee and asked that that duty be 
imposed ? 

Mr. Williams. I have no knowledge of that, Senator. I rather 
doubt it. 

Senator Curtis. I think it is a revenue duty. They imported 
about $6,000,000 worth of this wood last year, and I think it is 
purely a revenue proposition. 

Senator Simmons. I was assuming if nobody appeared asking for 
it, it must have been a revenue proposition. 

Mr. Williams. That is my judgment. 

Senator Simmons. That must have been the case if nobody ap- 
peared. I understand you to say no one did appear ? 

Mr. Williams. Not to my knowledge. 

Senator Simmons. I thought possibly somebody making walnut 
furniture might have appeared and said your furmture was in com- 
petition with them. 
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Mr. Williams. There is nothing in the record, Senator. May I 
continue ? 

The Chaibman. Go on. 

Mr. Williams. Should the latter view be correct, it is my opinion — 
and I find myself confirmed in this by the imanimous opmion of the 
trade — that no considerable revenue would be derived, and that the 
expense of the collection would be equal if not more than the money 
received. 

These logs of tropical hardwoods are imported from Africa, Central 
America, and Mexico almost exclusivelv on American bottoms, and 
are imported practically exclusively by American manufacturers 
and importers. 

It is a large tonnage, represents a great man^ steamers. The 
imposition of such tax would divert the importation of mahogany 
lo^ to foreign countries, and would lead to the manufacturing of 
such logs into lumber and veneers in foreign countries for ultimate 
importation into the United States by foreign interests. 

I therefore appear in opposition to the proposed import duty in 
the so-called Fordney tanff bill upon Iws of Spanish cedar, lignum- 
vit», mahogany, and other tropical hardwood logs. And inas- 
much as the hearing before you may be somewhat extended, I de- 
sire — in advance of the statements to be submitted by the several 
interested parties who will ask to be heard in opposition — to submit 
to you, in writing, the salient objections to this part of the bill as 
they present themselves to my mind. 

'Hus, I think, will afford you information for some questions you 
may wish to ask as the discussion proceeds, and, in addition, may be 
convenient for you to refer to in your subsequent deliberations. 

And I wish to add that, so far as my investigation goes, the state- 
ments contained in the memorandum can not be controverted; and 
further, that neither from the point of view of the importer, the 
manufacturer, the purchaser and consumer of the finished product, 
the American exporter, nor the laborer can this proposed duty be 
•defended. 

That it is imjustified is, in part, evidenced by the policy of Confiress 
in having kept such logs on the free list since the time of the Civil 
War. Cm the other hand, there has been a hi^h duty on the inapor- 
tation of mahogany and other hardwood lumoer in order to anord 
adequate protection to the manufacturers of lumber from such logs 
and to. the veneer manufacturing industry of our country — employ- 
ing thousands of American citizens in ^Tew Orleans, Boston, New 
York City, Philadelphia, Cleveland, Cincinnati, Chicago, Louisville, 
Ky., San Francisco, and in other large centers. 

By the imposition of such an import duty additional cost would 
be incurred through delays and embarrassment of handling, etc., 
resulting in increasing freight rates whereby the existing j[ust and 
necessary protection to the domestic lumber and veneer mtereets 
w^ould be seriously affected by importation from foreign manu- 
facturers. 

Moreover, these logs are raw material not producible in this 
<x)untry, and such a duty would put a premium on the cutting down 
of the small quantities of other hardwoods we do have, which the 
legislative as well as the executive departments of our country are 
so sohcitous about conserving. 
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Then, too, the exportation business of the manufactured product 
from these logs, which is considerable and increasing, will be menaced 
by reason of the fact that the foreign manufacturer would secure 
his logs without the additional costs due to the imposition of duty. 

There is this further consideration which should be given weight 
by the members of the Finance Committee and of Congress: At the 
outbreak of the war American merchants secured control of the 
markets in these logs in Central and South America from the Germans 
and the British, and a profitable export business has, through this 
control, been built up by American manufacturers. This promising 
export business not only opens inviting markets to the American 
manufacturer, but fumisnes freight to American steamships at a time 
when there is a dearth of it for our merchant marine. 

And while members of the committee will naturally scrutinize 
statements coming from an interested source, I am confident that, 
after your most carefid examination and reflection, you will find the 
proposed duty to be indefensible from the point of view of importer, 
manufactiu'er, consumer, and laborer, and generally prejudicial to 
the cx)mmercial interests of the United States. 

Yet all these disadvantages would— after the expenses of inspection, 
handling, and measurement — ^re^ult in only a negligible advantage, 
if any, of a net return to the Grovemment. 

I would like to have you feel. Senators, that I am here with my 
associates to give you all the information in oiu* power. We desire 
to be helpful to the conmiittee in bringing out the truth. We welcome 
any interrogation, and we coiu't the fullest investigation. 

Senator Walsh. What do you estimate the revenue to this country 
will be under this tax ? 

Mr. Williams. Last year the importations of mahogany and cedar 
logs into this coimtry was in the neighborhood of 60,000,000 feet. 
The figures as given before the House committee represented a value 
of $4,600,000. Ten per cent duty on that would be $450,000. 

Senator Walsh. What do you estimate to be the c^st of collect- 
ing it ? 

Mr. Williams. I think it would be a million dollars. 

Senator Walsh. What makes you think that ? 

Mr. Williams. Because this is a very bulky raw material. We 
have the American valuation in this bill, and this wood is brought to 
this country in cai^ loads on steamers carrying from three to five 
thousand tons. In order to secure the .valuation it will be necessary 
to examine the timbers. 

Senator Walsh. How many ports do these steamers come to, 
where there will have to be agents to inspect them ? 

Mr. Williams. Probably from six to eight from the Gulf as far 
east as Boston. You must remember that each log will weigh from 
2 to 7 tons. Each one has to be handled in order to be measured. 
We have estimated, and I have taken the opinion of most all engaged 
in that business in the country, and it is thought that cai^ not be done. 
We can not handle that wood the second time. 

Senator Smoot. There are no such woods produced in the United 
States, are there ? 

Mr. Williams. None. 
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Senator Smoot. Then the American valuation will not cut any 
figiu*e on that. Thev will not have to be examined, because if that 
is the case we take the foreign valuation. 
Mr. Williams. Then I misread the act. 

Senator Smoot. The House provision will be changed in that 
^- raspect. 

^ Mr. Williams. That will simplify matters and will somewhat 

^ reduce the cost, but nevertheless I am convinced that the cost of 
- collecting the revenue will be more than the Government will receive. 
^ Senator McLean. If the examiner takes the invoice value it will 

^*^ not cost very much. 
^^' Mr. Williams. Then you will have to handle the wood to get the 

quantity. 
^ Senator McLean. Not if they take the statement of the importer. 

^^' Mr. Williams. I think we are prohibited by the administrative 

I i feature of the present bill from domg that. Of course, if you make 
rt<' it as easy as possible we can greatly reduce the cost of handling and 
il ' measuring woods. 

Senator Smoot. It is measured now, is it not? You do not rely 
tioc entirely upon the foreign exporter for the number of feet in these logs, 
tap do you ? 

Mr. Williams. No. We remeasure all the wood. 
imj Senator Walsh. At the manufacturer's plant you measure it? 

ten* Mr. Williams. Yes, sir. 

:oiii* Senator Walsh. Not at the port of entry? 

Mr. Williams. Oh, j^es, at tne port of entry, where we have un- 
intrj usual facilities for doing it. These photographs show that the 
steamers come in and the entire cargo is thrown at once into the 
edi' water and we measure it at our convenience. But the difficulty 
feet and the cost of handling these units that run from 2 to 7 tons each in 
Jiie weight is tremendous. Unless vou have the machinery provided for 

that, it will be almost impossible. 
]e(t- Senator Simmons. Mr. Williams, there is one thing I can not quite 

understand about this paragraph. Various kinds of woods are 
specified here, and an ad valorem of 10 per cent is placed upon them. 
Then the manufactured parts of the woods are enimierated and a 
ffj duty of 15 per cent is placed upon them. Then in what we might 
dtii^ call the ^'catch all" clause there is ^Vood unmanufactured, 20 per 
Urt cent ad valorem." 
Senator Smoot. That is for the mills. 

Mr. Williams. I think that refers entirely to the mills. 
J tr Senator Smoot. Oh, entirely. 

Senator Simmons. That is confined to the mills ? 
Mr. Williams. Entirely so. 
Senator Simmons. Verv well. 

Mr. Williams. That the imposition of a duty on this raw material 
would injure the American mechanic — would ailect hundreds of 
thousands of men — can not be questioned; and we have the utmost 
confidence that you have at heart the real interests of all classes, 
and that nothing could be further from your thoughts than action 
which would result in the destruction of an important business 
interest, and I therefore ask that you will favorably consider amend- 
ing the proposed bill by continuing the phraseology of section 648 
of the present wood schedule, which reads as follows: 
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Woods: Cedar, including Spanish cedar, lignum-vitce, lancewood, ebony, box, 
granadilla, mahogany, rosewood, satinwood, and all forms of cabinet woods, in the 
log, rough, or hewn only, and red cedar (Junipenis Virginia) timber, hewn, sided, 
squared, or round; sticks of partridge, hair wood, pimento, orange, myrtle, bamboo, 
rattan, reeds unmanufactured, India malacca joints, and other woods not specially 
provided for in this section, in the rough, or not further advanced than cut into lengths 
suitable for sticks for umbrellas, i)ara8ols, sunshades, whips, fishing rods, or walking . 
canes. 

STATEMENT OF REUBEN ABXUSH, BEPRESENTINa WILLABD 
HAWES A CO. (INC.), NEW YOBE CITY. 

The Chairman. You may state your name. 

Mr. Arkush. Reuben Arkush. • 

The Chairman. Where do you reside ? 

Mr. Arkush. New York. 

The Chairman. What is your business ? 

Mr. Arkush. Importer. 

The Chairman. Importing what ? 

Mr. Arkush. Mahogany and cedar logs. We do not manufac- 
ture them. We import and sell them to concerns like Mr. Williams 
and Mr. Otis. 

I have written down two or three short notes I would like to call 
attention to. I will not be 10 minutes. 

To show you what it does for the railroads, last year we imported 
and sent into Pensacola five small steamer cargoes which went from 
Pensacola to Louisville, and gave freight for 400 cars. In May we 
imported by the small steamer Trafalgar 1,354 log. Two-thirds of 
them went west in 84 cars, going to Cleveland. We had 2,500 tons 
from Africa direct, which was snipped west in 150 cars. It is my 
opinion that in a verv short time all those logs will be sawed in Mexico 
and shipped as lumber, if there is a duty put on the raw material, 
on the raw Iom. 

The steamship Oran arrived yesterday from Mexico with 1,800 
tons of logs and 200,000 feet of sawed lumber. There are a number 
of sawmilfe there that used to saw the lumber for England, but now 
England can not buy. The English market and Contmental market 
are not buying anytning, and they are shipping it to New York and 
we are selhng it. On those logs we are paving $25 a thousand feet 
Scribner measure, and on the lumber a freight of $12 a thousand feet. 
That is handicap enough for the American mills. They have an 
up-to-date modem sawmill in Mexico, and if there is a duty on logs 
wnich will increase the cost to the manufacturer here, otner miUs 
will be built — there are mills now in Central America and Nicara^a — 
and the lumber will come here sawed, because the freight will be 
half as much. 

Senator McLean. You could remedy that by raising the duty on 
sawed lumber. 

Mr. Akkush. I was just going to say, if you answer, ^'Very well, 
we will increase the duty on sawed lumber^ you are reminded that 
there is a limit above which you can not fairly go in assessing duties 
on lumber from Mexico as compared to lumber from Canada. There 
is a limit as to what duty you can put on sawed lumber. 

Senator Walsh. Why! 
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Mr. Abeush. You would not put a prohibitive duty on sawed 
lumber? 

Senator McLean. It would not be a prohibitive duty on sawed 
lumber if it was not produced in this country. You would have to 
charge the duty to the consxuner here. 

Mr. Abkush. I hardly think we would want to put so high a duty 
as 10 or 15 per cent on lumber. 

Senator Walsh. Will you eive us verjr briefly a concrete case, 
showing the duty on 100,000 feet of logs imported to America and 
100,000 feet of sawed lumber. 

Mr. Abkush. One himdred thousand feet of logs, at $100 a thou- 
sand, the duty would be $1,000; and 100,000 feet of lumber, it would 
be $1,500. 
Senator Walsh. The difference is not enough ? 
Mr. Abkush. The difference is not enough. I do not believe, as a 
matter of fact, that Mr. Fordney intended to put a duty on the logs. 
The first copy did not provide a duty, and tnen he was bombaroed 
with telegrams, and he said, "Oh, yes, you are right. We will have 
to put a high duty on lumber." So he made it 15 per cent. 

Senator Watson. If this tariff is imposed, will as much of that 
lumber be imported as hitherto ? 

Mr. Abkush. Logs will not be imported. They will be sawed 
into lumber. 

Senator Watson. And the lumber imported ? 
Mr. Abkush. And the lumber -imported, because the freight on 
the lumber is not much over half what it would be on logs. A vessel 
will carry double the nimiber of feet of sawed lumber that it will 
in logs. 

Senator Watson. Suppose this rate stands as it is in this bill, it 
practically excludes the logs, and the business will be carried on by 
the importers with sawed lumber ? 

Mr. Abkush. Sawed lumber, yes, sir. Mr. Otis is a sawmill man 
from New Orleans, and he will talk from that point of view. 

(The witness submitted a letter written by him imder date of 
August 23, 1921, as follows:) 

New York, Augusta, 19Bt, 
Hon. Boies Penrose, 

Chairman Finance CommiUeef 

United States SenaU, Washington, D. C. 
Dear Sir: We have asked permiaaion to appear before you to protest against the 
proposed duty on rough mahoganv and cedar logs, and other rough cabinet woods. 

Never before has there been a duty imposed on the roug^ log, and the importation 
of mahogany and cedar logs in this country has been growing from year to year, and 
is now of considerable importance. Mills for the converting of the lo^ into lumber 
and veneers are established in New York and vicinity, Philadelphia, Baltimore, 
Louisville, New Orleans, Mobile, Cincinnati^ Chicago, Cleveland, Indianapolis, and 
in aU the important middle west cities. Millions of dollars are invested in these mills 
that convert the logs into lumber and veneers. To impose a duty on the logs will 
only encourage the building of mills in Mexico and Cuba and other places of produc- 
tion. None of these woods grow in this country, therefore a duty is not required for 
protection. It has been the policy of this Government to encourage the importation 
of these tropical hardwoods, in order to protect the diminishing supply of our own 
domestic hardwoods. 

The inconvenience that would be caused to the importers and the steamship people 
bv measuring the logs and delaying the discharge of the steamers would be consiaer- 
able, and we really believe that the cost to the Grovemment would practically absorb 
the duties that it would collect from this proposed new tariff. On the other hand, the 
lO per cent duty, plus the additional cost by reason of delays and rehandling, would 
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consideiably enhance the price of mahogany and cedur lumber to the manufacturer, 
which would be reflected in the cost of furniture to the constuner. 

We can absolutely see no benefit to the Government in this proposed tax, and only 
a great handicap to tl^e industry. We therefoie can not too strongly protest against 
the proposed tax on the rough mahogany and cedar log. 'Hiere is already a duty on 
sawed lumber and on veneers, to which there can be no objection. 
Yours, very truly, 

WiLLARD HaWES & Co. (Inc). 

STATEHX:NT of FKANK a. OTIS, BEPBESENTINa [OTIS HANTTFAC- 
TXTKINa CO., NEW ORLEANS, LA. 

The Chairman. What is your business ? 

Mr. Ons. Importing and manufacturing mahogany logs into 
lumber. 

The Chairman. We have heard two witnesses on that subject. 

Mr. Ons. I only want to supplement what Mr. WiUiams said in 
his statement: An average cargo of 500,000 feet would have an 
additional cost to measure logs and assess duty of $10,900, and 
it will be necessary for us to bring these logs in and land them on 
the wharf, have them measured, bring them out on freight cars 
up to our plant, and again discharge them into our boom. 

The Chairman. Do you desire to file a brief ? 

Mr. Ons. No, sir. 

The Chairman. That is all you have to say ? 

Mr. Ons. Yes, sir. 

Senator Smoot. Most of these logs are made into veneers ? 

Mr. Ons. Into lumber and veneers. 

Senator Smoot. Most of them go into veneers ? 

Mr. Ons. No, sir; the largest percentage goes into lumber; 80 
or 90 per cent goes into lumber. 

Senator Walsh. What diflferential should there be, in order to 
protect the labor, between the duty upon the logs and the duty 
upon the sawn lumber, in your opinion ? 

Mr. Ons. In my opinion, there should not be a duty on the logs 
at all. 

Senator Walsh. Assuming that there is. 

Mr. Ons. Assuming that there is, there should be a xTflFwrence 
of at least 30 or 40 per cent. 

Senator Walsh. So that if this rate of 10 per cent ad valorem 
on logs stands, the lumber schedule 

Mr. Ons (interposing). It amounts to 30 per cent. 

Senator Walsh. The lumber schedule would amount to about 
40 per cent ad valorem ? 

Mr. Ons. Yes, sir. 

Senator Watson. How many mills are there in this country 
sawing these logs ? 

Mr. Ons. There are about 10 mills, representing an invested 
capital in the neighborhood of $20,000,000. That goes into a dozen 
industries — furniture, phonograph cabinets, and into trim. 

Senator Watson. And also musical instruments, these fine woods ? 

Mr. Ons. Yes, sir. 

Senator Simmons. What is the price that you have to pay for a 
thousand feet of mahogany lumber ? 

Mr. Ons. In the log? 

Senator Simmons. Yes. 
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Mr. Qns. It varies from $80 to $100, and the cost of the freight 
amounts in the neighborhood of $40 or $50 for the logs. 

Senator Simmons. It would be $140 ? 

Afr. Ons. That is the maximum price. 

Senator Simmons. What do you get a thousand feet for sawed 
lumber ? 

Mr. Ons. It depends largely on the grade, Senator. We divide 
up our Imnber after we saw the logs into 50 or 60 grades, going from 
No. 2 common to firsts and second. 

Senator Simmons. You get more for a high-grade log than you 
would for a low-grade log ? 

Mr. Ons. No, sir. 

Senator Simmons. Let us take the same grade. 

Mr. Ons. We buy it log run, as you might say. We make a con- 
tract with a man in the Tropics to bring out the logs as they come. 
Some logs will be worthless. 

Senator Simmons. Referring to awhile ago when you said $140, 
including the freight, were you giving the average price? 

Mbr. Ons. Average price. 

Senator Simmons. What is the average price at which you sell, 
after you have manufactured — that is, what is the profit ? 

Mr. Ons. It nets us about 10 per cent. Of course, those costs vary 
from time to time, as freights vary and tropical prices vary. 

Senator Simmons. That is the profit ? 1 was trying to get you to 
tell me what you sell those boards for. 

Mr. Ons. An average price on our log run would be in the neigh- 
borhood of $160 to $170. 

B&IEF OF FIFTY LEABUTO IMPORTERS AND MANirFAOTXJRXRS OF MAHOOAITT. 

Section 404 represents a radical departure from a uniform governmental policy in 
tariff l^^ation, for heretofore that policy has been to keep on the free list such raw 
material as was not produced or produable in this countiy, and to impose a duty 
only upon the manufactured article. It is clear that this policy has been reversed 
in this case, as was pointed out at the hearing ami as will be emphasized again in this 
memorandum. For since the Civil War — neither under Democratic nor Kepablican 
admijriistration — has any duty been imposed upon mahogany or other tropical hard- 
wood Idm. And all that the parties in opposition to the proposed new duty are asking 
is that these logs be permitted to remain wnere they have thus far been and where they 
belong — on the free list. 

Thfe proposed import duty wiU not be for the benefit of the Government, inasmuch 
as the expenses of measurement, handling, etc., by the Government would greatly 
exceed ^e 10 per cent duty, which, according to the figures submitted to Congpress 
for the year 19z0, would be about $450,000 gross. Under the present well-recogmzed 
conditions of business generally it would be appreciably less. 

Yet— by the following statement of Mr. Frank G. Otis, of the Otis Manufacturing Co. 
of New Orleans, who is peculiarly well informed upon the subject — ^it appears that the 
additional cost of handling the hardwood logs if they are put on the dutiskble list would 
be more than twice the amoimt of the import duty, and that the Government would 
not only not receive any income but would be subjected to an actual expense: 

''At the present time the three mahogany mills located in or near New Orleans are 
built on the banks of the Mississippi River. All logs received by these mills are now 
brought in on oceui-going steamers n&^ht to the three log ponas located directly in 
front of these mills. The steamers discharge their log cargoes directly into the several 
log ponds in the Mississippi River as quickly as the steamers' gears would permit. 
From a day and a half to two days has been the usual time necessary to completely 
discharge a cargo of logs. 

* ' Often a large steamer has been able to discharge a cargo of logs and to load an out- 
bound export caigo in a week's time. 
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''Once logs are discharged into the several log ponds in the Mississippi they float 
down to the mills without further delay or expense and are cut into lumber. 

'* Assuming: that a dut> is imposed on these logs, it will be necessary to secure a /ery 
large wharf capable of holding 2,400 tons where cargoes will be landed for measurement 
and examination. The following expenses will necessarily be incurred : 

' ' Wharfage at 14 cents on steamer of 2,000 tons (which includes 6 free days) . $280. 00 
"Assuming logs are left on wharf 3 weeks during measurement (less 6 free 

days), there would be storage charge at 10 cents a ton for 15 days 3, 600. 00 

"Inspection fee measuring cargo, 15 cents per ton 360. 00 

"Moving 500,000 feet (2,400 tons) from dock to our plant would necessitate 

125 freight cars, switching charges each car $11.38 1, 416. 25 

" J^bor handliujg logs on wharf for inspectors (logs weig^ from 1 to 7 tons) . . 268. 80 
"Labor imloading and rolling into ponds in Mississippi River, $10 per 

thousand feet 5, 000. 00 

"Total 10,925.05 

"For mills located just above port there would be an additional charge of $14 per 
thousand feet, principally for railroad freight. 

"If the Fordne> bill should become a law, the amount of duty that would be col- 
lected on an average cargo would not exceed $5,000. .Yet the accompanying expense — 
no matter by whom it is borne — would amount to $10,925.05, in the end a serious and 
direct loss to American shipping. For the result would be that the importation of 
mahogany and cedar would be discouraged, and the construction of mills throughout 
Central America, Mexico, Africa, and possibly Gennany encouraged to the disadv^an- 
tage of the American laborer as well as the American importer and manufacturer." 

If it be proposed that this expense be uniustifiably loaded upon the importer, then 
it would inevitably happen that these woods would come into this country as manu- 
factured lumber and not as raw material in the shape of logs; for otherwise this addi- 
tional expense, incurred directly and indirectly bj^ reason of the duty, would seriously 
handicap the sale of the sawed lumber to the ultimate manufocturer and by him to 
the domestic and foreign consumer. 

These logs on reaching this country enter into the followins: among other manufac- 
turing industries: Cigar box, furniture, interior trim, ana piano manufacturers; 
railroad coach builders; talking machine manufacturers; panel and pattern makers; 
shipyards and boatbuilders; cabinet makers; aircraft manufacturers; planing mills; 
office equipment manufacturers; picture-frame makers; coffin manufacturers; carpen- 
ters and biiilders; musical instrument makers; novelty manufacturers; street-car build- 
ers; bowling alley (lignum vitae), flooring, sporting goods, automobile, soda-water 
bar fixtures, electrical equipment, and molding manumcturers. 

Inasmuch as the payment of the duty and expenses by the importer would laively 
exceed the 15 per cent protection afforded to lumber manufactured from these logs, 
there would be a menacing, if not disastrous competition, both here and abroad, 
between the American manufacturer and foreign manufacturer, who will get his 
logs free of duty. 

If such logs are put on the dutiable list, with the consequent embanaasment of 
handling them as described in Mr. Otis's stat^nent, its e^ect upon our merchant 
marine will be that shipments will be diverted to other countries | for even at present 
the steamship companies carry these logs under considerable difficulty and with a 
freight rate largely in excess of that for manufactured lumber. The steamship com- 
panies have already notified the importers that they can not handle the freight under 
such conditions as would be brought about b}^ imposition of the proposed duty, whidi 
would also be a serious financial burden to importer and subsequent manu&icturer. 
The con0e<)uent loss also to the railroads of many thousand c^oads of freight on 
logs for shipment to interior mills is apparent by a reference to the statement of Mr. 
Arkush. 

The sawing of these logs is an important item in the manufacture and, according 
to the common testimony of all the importers, requires the employment of thousands 
and thousands of laborers. If the proposed duty be imposed, the benefit of this first 
and substantial manufacture will go to the native laborer m the mills of Africa, Mexico, 
and Central and South America and not to the American laborer. 

Many of these industries — ^into which, as stated above, tropical hardwood lumbtf 
enterfr--during the war began to acquire a substantial export business, which, having 
regard to general business depression, is continuing acceptably. If the extra cost 
be added to these logs, consequent upon the imposition of this auty, these manufac- 
turing industries must for a long tune surrender any hope of continuing their export 
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trade or of reacquiring it under the conditions which the provisions of 404 of the 
proposed tariff bill would bring about. 

Those appearing in opposition to section 404 of the bill urge upon Congress and the 
Senate Finance Committee this further consideration: That at a time when it is noto- 
rious that there is a general business depression there should be no change for the 
worse, so ftu* as the importer or manufacturer or exporter is concerned. If there is to 
be any chaneoy it should be for the betterment of industry and not to its embarrass- 
ment, though it is to be remembered that these importers and manufacturers and 
exporters are not asking for any modification of existing conditions. 

In short, instead of seeking to impose additional burdens upon business, it is respect- 
fully sugjcested that the success of business should be promoted by any le^slation 
where it is required and by leaving present conditions as they are when favorable to 
business revival. 

It is for this reason that the importers, speaking for themselves and for such manu- 
facturers and exparterB as they have consulted, respectfully urffe upon Congress that 
the present provisions of the Payne- Aldrich tariff bill — ^which have been the provi- 
sions of all tariff bills since the Civil War, and even before that — be left imdisturbed. 

They further submit that any additional income the Grovemment may seek to 
derive from the importation, manufacture, and export of tropical hardwood logs and 
lumber— but not in fact securable through this proposed duty;— should be obtained 
out of Federal income taxes collected of corporations and individuals enga^d in this 
industry, which, with eeneral business revival, will prosper, and thus yield to the 
Government the desired increase of revenue. 

GEDAB POLES. 

[Paragraph 405.] 

STATEMENT OF T. M. LANE, NEW YORK CITY, BEPRESBNTING 
THE OEDAB POLE INDUSTBY. 

The Chairman. Mr. Lane, will you state where you reside? 

Mr. Lane. I am an attorney, Mr. Chairman and members of the 
committee, residing in New York City. 

The Chatrman. Whom do you represent ? 

Mr. Lane. I represent 12 concerns who handle and market at least 
85 per cent of the cedar poles for wire-canyine purposes produced 
botn in Canada and in the United States. A telegram which I have 
just received states that these concerns whose names are signed to 
our petition produce between 60 and 70 per cent of the total cedar- 
pole production of the United States. When the committee is in- 
formed that at least two-thu-ds of the poles used for wire-canying 
purposes in this country are cedar, it will appreciate that the peti- 
tioning interests are fully representative both of production and sale 
in this country. 

The Chairman. What part of the United States do those poles 
come from, chiefly ? 

Mr. Lane. They come chiefly from Montana and Idaho, which are 
the chief producing States at tnis time. There are some in the State 
of Washington, but not so many. 

The paragraph regarding which I wish very briefly to address you 
is 405 of the House bill. It imposes a duty of 10 per cent ad valorem 
on telephone, trolley, electric-light, and telegraph poles of cedar and 
other woods. I am nere to submit a petition on behalf of the interests 
producing and handling these commodities, requesting that the ad 
valorem classification of cedar poles be abolished, and that they be 
given the same treatment as the other round timber in the act. All 
other round timber is either free or dutiable at a specific rate. 
Poles are the only exception, I believe. 
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I mi^t add, Mr. Chairmaii, that Mr. C. P. Lindslev, the chairman 
of the Ked Cedar Association, came to Washington about two weeks 
ago, upon my notification that the committee was to begin hearings, 
under the mistaken assumption that this subject would be reachra. 
He was forced to return to Spokane, but stands ready to return at 
any time at the committee's convenience, if further facts are desired 
than those I am able to present. 

Senator Walsh. If that transfer could be made, what would be the 
rate on cedar poles? 

Mr. Lane. There are two rates upon round timber now provided 
in the bill, in addition to one classincation of free entry. 

Paragraph 401 provides for round timber used for spars or in 
building wiarves, one-half of 1 cent per cubic foot. We have sug- 
gested as one solution of the problem that poles be especially enu- 
merated in that paragraph. 

I might say that cedar logs used for poles are also used for piling, 
and that classification would tend to greater consistency of legislation 
and avoid litigation, because, as the Dill stands now, tne same cedar 
pole when imported for any other use than for wire-carrying purposes 
will either be free or pay 1 cent per cubic foot duty under 401 or $1 
per thousand feet, board measure, imder paragraph 402. 

Senator Smoot. The para^aph jon are speaKing of now is in exact 
accord — exactly the same right being both in the present tariff, the 
Underwood-Simmons law, and the Payne-Aldrich law. There is not 
a thing changed. 

Mr. Lane. That is very true, Senator. 

Senator Simmons. Let me ask you. Are those poles imported for any 
other purposes except for the purposes mentioned in 405 ? 

Mr. Lane. They are used very largely, Senator Simmons, for piling, 
wharf-building purposes, as well as wire-carrying poles. 

Senator Simmons. Do you think there ougnt to be the same duty ? 

Mr. Lane. I think the same classification shoidd be jgiven them. 
As it is now, a cedar pole that is almost identical with the pole used 
for telegraph-wire carrying will come in under paragraph 401 at a 
specific rate if we import 5for making spars or for buSding wharves. 
It we import poles for building a breakwater, it is a considerable 
question whether that is wharf building, and they would come in 
under 1683 of the free list, under the construction as put upon it by 
the court as roimd, manufactured timber, or pay $1 per thousand 
under paragraph 402. 

Senator SniMONS. Under 401 it is " timber, hewn, sided, or squared 
otherwise than by sawing? 

Mr. Lane. Then it goes on " round timber used for spars or building 
wharves." If it is used for piling — and a great many of them are- 
it would be a half cent a cubic foot under that provision, which is 
roimd timber and nothing else. The production of poles is a logging 
proposition; it is not the production of lumber at all. 

Senator Walsh. By transferring cedar poles to 401, as you re- 
quest, would the rate be reduced on cedar poles ? 

Mr. Lane. It would be reduced somewhat. Senator, but I do not 
believe that the amount of duty would be reduced. The present rate, 
as I shall show you presently^ is considerably deterrent to importation. 

Senator Walsh. Then it is not to get a higher duty, but it is for 
the purpose of getting all round or pole cedar on an equality? 
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Mr. Lane. We think it should be treated on an absolute equality. 
The Underwood bill is 10 per cent and the Payne bill was 10 per cent 
on foreign valuation. There is a very important difference, and it is 
a vitally important difference that the committee in this bill has con- 
tinued the 10 per cent ad valorem rate of the Payne-Aldrich bill and 
the Underwood bill but by virtue of section 402 has made it applicable 
to the American valuation. 

Senator Watson. Are any of these poles imported for fence postft ? 

Mr. Lane. Not in this form. The lence post is a smaller proposi- 
tion. 

Senator Watson. They are not included in 405 ? 

}St. Lane. Foiu* hundred and five covers ''paving posts, railroad 
ties" — ^fence posts are at present on the free list, but appear to be 
specially provided for in paragraph 406 of the new bill at 10 per cent. 

Senator Dillingham. Where do the imported poles come from ? 

Mr. Lane. Thej all come from Canada. 

Senator Walsh. How much increase under the American valua- 
tion plan would 10 per cent cause ? 

Mr. Lane. Senator, to give you a concrete illustration, an 8-inch,. 
50-foot pole — that is, one of the poles of which we get great numbers, 
from Canada, costs in Canada as of August 1, about $7.50. On that 
we pAy 10 per cent imder the Underwood and would pay 10 per cent 
uncfcr the rayne-Aldrich, which is 75 cents duty on a pole of that 
size. A pole is a commodity on which the freight is very high. You 
do not have to carry it a very great distance to doulne the value. 
The overhead is high. That same pole deUvered in MinneapoUs 
would sell for about $21, and in Chicago about $22, and in New 
York about $26. The act provides that we must take the American 
valuation in the principal markets. I presume New York is a 
principal market. So that if the New York selling value were taken, 
the duty under the ad valorem rate as it is proposed here would be 
$2.60 on that pole as against 75 cents on the foreign value as now. 

Senator Smoot. What are the values of those poles in the pan- 
handle of Idaho where they are cut ? 

Mr. Lane. The same people produce them, and they inform 
me. Senator, that the domestic pole produced in Idaho would sell 
by the producer at the same price as does the Canadian pole. I pre- 
sume the American dealer, if ne could get enough poles, would rather 
sell domestic poles, because he makes more profit on them. 

Senator Smoot. You are adding the highest freight that could 
be paid in the United States in order to arrive at those figures. That 
is not what the law contemplates. 

Mr. Lane. You can produce those poles in the panhandle of Idaho 
just as cheap as in the torests of Canada. But the dealers invariably 
sell on a deUvered basis. The utility companies want them laid 
down at destination. 

I just want to call attention to the existing facts without discussing 
the question of whether that is too high a price or not. Those are 
the prices they bring, and on those prices they tell me they are 
not making any money now. You would have the difference be- 
tween the 75 cents duty on the present basis of assessment, and 
$2.60 duty on an American valuation basis in New York, $2.10 on 
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an American valuation basis in Minneapolis. I have taken those 
two points. 

Now, either of the American valuation bases would amount to 
30 to 35 per cent duty on the foreign value of that product. I sub- 
mit that a 30 to 35 per cent duty on a crude Imnber product is some- 
thing that even the most radical advocate of duty on crude timber 
has never thought of su^esting up to the present time. 

Senator SnofOKs. I tmnk Senator Smoot referred to this para- 

Saph here, 405. As I understood your testimony, this rate oeing 
e same in this bill as it is in the present law, if the oasis of valuation 
is changed from the foreign to the American selling price, that it 
will multiply that rate by three and a half. 

Mr. Lane. Depending on the size of the pole — anyway, I should say 
from two to three and a half times. 

Senator Simmons. I did not mean to say it would multiply the rates, 
but it will multiply the amount of potential protection aoout three 
and a half times. 

Mr. Lane. On the pole that I cited, I think it would range from a 
minimum of doubling it up to three and a half times. 

Senator Smoot. You took a 50-foot pole if shipped to the very 
furthest point it could be shipped, and then took tne American valu- 
ation at that point. 

Mr. Lane. Senator Smoot, there are two sources of these poles in 
Oanada. The red cedar district is in the intermountain district 
in southern British Columbia. The northern or white cedar district 
is in the country around Lake of the Woods along the northern 
boundary of Minnesota, and the northern shore of Lake Superior, 
so far as the Canadian pole is concerned. The domestic poles, so far 
as the cedar poles are concerned, are nearly all produced m Montana, 
Idaho, and some in 'Washington; I do not Believe a great many in the 
latter State. So that so far as they are delivered east, my illustrations 
are not extreme. 

Senator Walsh. But if these cedar poles are produced as the Sena- 
tor states and I know can be bought in Canada, and if his calculation 
is correct, there is going to be a great opportunity for the cedar-pole 
man in Idaho to mtu^e great profits in shipping to the eastern markets. 

Mr. Lane. I have not heard that he wants to make great profits. 
I have scrutinized the House hearing and watched them up to date, 
and I have not found anybody askmg for any such increase in the 
duty on poles, unless that duty was not asked for openly. 

As I say, my information is that these people who sign this petition 
actually produce between 60 and 70 per cent of the poles produced 
in this country. They would be interested in obtaining protection 
if any were wanted. But the fact is cedar poles are so scarce that 
the interests want poles primarily. They have a market for every- 
thing they can get, whether in this country or in Canada. 

Senator Walsh. Do they export some cedar poles from this 
coimtry ? 

Mr. Lane. I think there is a limited exportation to Canada, but, 
of course, Canada supplies poles largely from her own forests; in 
fact, high freight rates are the best protection to the producers on 
either side of the line. 

Senator McLean. Is not chestnut used to supply the eastern 
markets ? 
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Mr. Lane. To some extent, but the supply is becoming veiy, very 
limited; and the southern pine and cypress, which supphes the 
southern markets, is not to any great extent sent north, because I 
understand from the experts that that is not a wood that stands up 
well under the climatic conditions. 

Senator Watson. These rates provided here are precisely the same 
as under the act of 1918 ? 

Mr. Lane. Yes, Senator. 

Senator Watson. How have they done any injury ? There have 
been no imports of any consequence. 

Mr. Lane. The injury they have done is this — I was coming to 
that, but I will deal with it verv briefly. Of course, the excessive 
nature of any ad valorem rate, 1 presume, might be corrected by a 
modification of the rate. I hope I have made it plain that 10 per 
cent on American valuation is two or three times the foreign valuation ; 
but the ad valorem rate, owing to valuation diifficulties, has been a 
deterrent, has not produced revenue, and has kept out the Canadian 
poles. 

Senator Smoot. You want free poles? 

Mr. Lane. We think they ougnt to be free^ but these interests 
have no objection to paying a reasonable specific rate, and I think 
it would be very short-sighted legislation not to make them free. 

The Chairman. Do you represent the building companies or the 
pole producers ? 

Mr. Lane. I represent the pole producers and dealers. I will 
file some petitions from the utilities companies, but their interest is 
to have them free. We are not vitally concerned with that. 

I want to say this about the ad valorem rates: It has been pro- 
ductive of endless confusion and constant litigation and great hard- 
ship. It has been a constant irritant to the trade: the duties col- 
lected have never exceeded apparently an average oi $30,000 a year, 
and the statistics show that they decreased about two-thirds in the 

{period between 1911 and 1918. Some of the pole people have in- 
ormed me that they have stopped shipping on accoimt of appraising 
diflBculties. Very briefly, those appraising difficulties result from 
this: About 75 per cent of these poles in Canada are bought under 
contract by the large dealers at pnces that are fairly uniform, because 
they are competitive, and represent large quantities; 75 or 80 per 
cent are bought that way. There are about 15 per cent of them 
which represent spot purchases, usually made by contractors short of 
poles who have to make delivery, and they go up to Canada and pay 
any price the producer asks — maybe over 100 per cent above the 
prevailing contract price. 

Senator Watson. How long would it take you to exhaust the 
American supply at the present rate of consumption ? 

Mr. Lane. On that point, Senator, I would like to read just a 
very brief paragraph from the report of the Forest Service of the 
United States Department of Agriculture, made in response to 
Senate resolution 311, passed in February, 1920. This report is 
dated in June, 1920. I will omit everything immaterial, and read 
from page 23 of that report: 

Of the Rockv Mountain States only western Montana and Idaho now produce 
lumber above tneir needs, and can increase their output in the near future. 
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The western red cedar is now being cut intensively in Montana and Idaho for 
poles, piUftg, posts, and shingles. The regions which are now being exploited will 
probably be exhausted withm the next 20 years, and operations will be transferred 
to more remote areas. The present cedar lumber prices have diverted into lumber 
a laige proportion of the material ordinarily manufactured into posts and shingles. 
A continuation of this demand might easily exhaust the entire available supplies of 
post and pole material in 20 years. 

The forests of Michigan, Minnesota, and Wisconsin are, I under- 
stand, practically depleted of poles now. 

It takes 150 years to grow a 30-foot pole in Michigan and from 75 
to 100 years to grow the same pole in the northwestern part of the 
United States. It appears certain that even at the present rate of 
consumption, the domestic supply will be exhausted in the life of thb 
generation. The demand is equally certain to grow enormously. 
Congress has reco^ized the vital interests of the public in cheaper 
electricity by passmg the water power act last June, and the pole 
people anticipate imder that act an enormous increase in the demand 
for cedar poles for power transmission purposes. They are the stand- 
ard pole; they are easier to handle, lighter, have longer life in the 
ground, are safer for the linemen to climb and are the standard pole, 
and for power transmission in the Western States we must nave 
laige poles, which are getting extremely scarce in this country; I 
mean poles 35 feet and longer. 

Senator Watson. For long transmission lines are not steel poles 
principally used ? 

Mr. Lane. I do not think it is correct to say ''principalljr. " They 
are to a large extent. Two-thirds of the poles in use in this coimtry 
are cedar poles. 

Senator Watson. For long distance transmission ? 

Mr. Lane. There is a considerable amount of the steel construction, 
and that is competing to some extent with the cedar poles, but it 
takes a pretty heavily fiiianced interest to be able to put up that 
steel construction. 

Senator Smoot. Mr. Lane, I am informed, since you made your 
statement in relation to tne American valuation on poles from 
Canada and specific reference to the poles being shipped to New 
York with a freight rate making this rate two or three time^ the 
present rate 

Mr. Lane (interposing). Freight and overhead, Senator, I should 
say, and, of course, there is some additional profit. 

Senator Smoot. Under the American valuation plan as virtually 
agreed upon by the majority members of this committee, the freight 
would be deducted in that case from it, and there would be hardly 
any difference on your poles. 

Mr. Lane. Senator, I want to call your attention to just this 
feature of it: I have read your plan very carefully. Your primary 
reauirement is that the foreign pole shall pay the same duty as the 
pole of the same kind produced in this country,- and a pole from 
northern Idaho would sell in New York at exactly the same prices 
I have quoted. 

Senator Smoot. That is not what it is. It is the pole in Idaho. 
It is where it is produced, and that is the market price. 

Mr. Lane. If that act is going to say that, I grant you it is a 
very different proposition. 
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Senator Smoot. This is the ruling and has been under the present 
law, that if you place vour order in New York, then, of course, the 
freight would be addea. But if the order is placed in Montana or 
Idaho, no freight would be added. The American valuation would 
be just what it was in Idaho and Montana. 

Mr. Lane. Of course, the order would probably be placed, as a 
practical matter, either in the New York of&ce or in the Chicago 
office, or in the Minneapolis office of one of these large distributing 
pole concerns. 

Senator Smoot. If they had to pay twice or three times the 
amount of duty, the order would not be placed there; it would be 
placed with the manufacturer at the point produced. 

Mr. Lane. If the ad valorem rate is to be continued, we welcome 
any clarification of the statute that would relieve us from the 
present implication that the principal market would be in New 
York or Chicago; which even under the most favorable circimistances 
would double me duty at 10 per cent. 

Senator Smoot. Not under the proposed arrangements, we would 
not. 

Mr. Lane. Unless you took the value of the Idaho pole in the 
woods. That is not the selling price. 

Senator Smoot. How much freight did you add there to the $7.50 ? 

Mr. Lane. I gave you the total prices as given to me, and I am not 
able to analyze this personally. 

Senator Smoot. I can analyze it if you will hand it to me. 

Mr. Lane. I just had a memorandmn of it here, Senator. Here, 
Senator [handing paper to Senator Smoot]. 

Senator Smoot. Yes; that is what it is. 

Mr. Lane. Those figures right here are given for three poles. I 
would be very glad to request the pole people to supply you with full 
details of that matter. I do not think they desire to suppress any- 
thing or obtain anything that is not entirely fair. 

Senator Smoot. The only desire I have is that the record be cor- 
rect as to what difference there would be, and I did not want your 
statement to go unchallenged. 

Mr. Lane. 1 want to get it right. 

Senator Smoot. When the man who administers this law and virtu- 
ally has it in charge advised me that the statement made by you 
would not be the result as it would be administered, I thought the 
record ought to show it. 

Mr. Lane. I want to be corrected if I am not right. 

Senator Simmons. But, in any event, it is double? 

Senator Smoot. It would not be; it would not be any different. 

]y&. Lane. Unless you take the value on the siding or in the boom 
where it was cut, it would be. 

Senator Smoot. That is what you have got to do in Canada; that 
is what we do here. 

Mr. Lane. I want to say. Senator, that that is practically contrary 
to the contention the administrative officers are making even at 
present with respect to Canadian poles; they are contending that 
resale prices at delivered points are the dutiable values. 

Senator Walsh. If that is insisted upon, this American valuation 
plan in any instance will not mean anything, if they do not take the 
value at the place of delivery ? 
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Mr. Lanb. In cheap and heavy commodities it is perfectly obvious 
that the freight will double the value. 

Senator Smoot. The importations come to New York, and that is 
the market; they purchase in New York, and the American valuation 
will apply to that as against any foreign country. 

Mr. Lane. Of course, Senator, these pole people have selling 
offices in every principal city. 

Senator Walsh. On something produced in the West the American 
valuation must be what that article is worth in New York, plus the 
rate fixed to protect American labor. It is to take care of the 
difference in laoor in America and Europe. 

Senator Smoot, That is as to the amount of duty, but not as to 
the American valuation; and there is a difference of opinion as to 
whether that difference for freight should be taken care of even 
by protective duty, and there had to be some limit to that. But 
that does not affect the American valuation. 

Mr. Lane. I am willing to concede, then, Senator Smoot, in order 
to simplify the record, that if the producing point.be in the woods 
of nortnem Idaho, at a price in the boom or on skids or on a siding 
opposite the railroad track — if those production prices were taken as 
dutiable value, it would be substantially the same as the Canadian 
value just across the line. But we do not see how under the law any 
such value can possibly be taken, and we do not beUeve it will be 
taken by the administrative officers, tmless you instruct them speci- 
fically in that law to take the value at the point of production. 

Senator Smoot. Of course, you said ''deUvered at Minneapolis.'^ 
, Mr. Lane. That is the selling price deUvered. 

Senator Smoot. Of course, that is the price and all in it ? 

Mr. Lane. Yes, sir. . 

Senator Smoot. I imderstood you to say the freight. 

Senator Simmons. You do not think in ascertaining the American 
market value for wheat, that you would take the farmer's price on 
the farm. But you would rather take the price at some central 
market where wheat is bought and sold in large quantities. 

Mr. Lane. If it is taken in the central markets, it will include the 
freight and profit at that market. That is a very different thing 
from the producing price at the point of production. I do not 
interpret this statute as it now reads as justifying anybody in going 
back to the point of production, unless that happens to be the 
market. 

Senator Smoot. If it was purchased there it would be the price, 
but if it is not — ^if you want to pass through New York or Chicago — 
it would not be. 

Mr. Lane. As a practical matter, these things are sold through 
distributing agencies all over the United States, and they are sold 
at delivered price as the customer wants it that way. 

But if I may, very briefly, in closing, state this: The pole people 
would like very much to get together with a subcommittee of tnis 
committee or any subcommittee on the question of the ad valorem 
rate and the duty which is to be appUed, ii the committee desires, but 
we earnestly hope that you will depart from this ad valorem prin- 
ciple. As 1 say, it has collected no revenue, but has been a source of 
constant trouble. We appreciate the difficulties of the appraising 
officers. A carload of poles will come across the line to-day at a 
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contract price, purchased under one of these large contracts, and the 
next day some spot purchaser will come over and buy at a value 100 
per cent higher. The appraising officer promptly advances the price 
on the first shipment and that raises a controversy. We are con- 
fronted with that all the time. Practically every one of those contro- 
versies have been decided favorably to the large pole interests, up to 
date, but we have been in court constantly for fliree years. 

Senator Smoot. What you want is free poles, and if you can not get 
free poles, you want specmc duty? 

Mr. Lane. We would be satisfied with a specific duty, but we think 
they ought to be free. 

&nator Simmons. I want to imderstand Senator Smoot. Do I 
understand you, Senator, to contend that the American value, for the 
purpose of applying the tax, will be one thing at one port of entry and 
another thing at another port of entry ? 

Senator Smoot. I did not say that at all. I said if those poles were 

fiurchased direct from the producer of poles in the panhandle of 
daho or Montana that the freight, whatever it would be — if it was to 
New York — would cut no figure whatever, because that would not be 
taken into consideration. If somebody in New York needs these 
poles and has a firm in New York purchase them, and send the order 
out to Idaho, then New York would be the point of purchase. 

Senator Simmons. I supposed it did not make any difference where 
the order was given, but that to ascertain what was the American 
selling price by some rule you would lay down that valuation would 
be the same throughout the whole United States. If it does not mean 
that, it is a very awkward proposition to say the least of it. 

Senator Watson. The witness has had 30 minutes. 

The Chairman. I think so. 

Mr. Lane. If I may state very briefly my suggestion as to specific 
rates. We have suggested that poles be put in paragraph 401, with 
roimd timber used lor spars or in building wharves at one-half of 1 
cent per cubic foot; we have also suggested that you put t^em in 
paragraph 402 providing for logs of cedar dutiable at a dollar a 
thousand with exemption, if no export restriction is imposed by the 
country of origin. The^e are nothmg in the world but cedar logs — 
a logging operation. 

TiS CHAIRMAN. You have all this in your brief, have you not ? 

Mr. Lane. We have suggested that it be put in 1683 of the free 
list, where we think they really belong, because all that we can pro- 
duce in this country plus all that we can get from Canada will not 
supply our domestic wants. 

Tne Chairman. You want vour brief printed, do you ? 

Mr. Lane. I have a printed brief* I should like to have it printed. 

The Chairman. It will be printed as a part of Mr. Lane's remarks. 

Mr. Lane. I would also like to submit, if the chairman please, a 
number of letters from the public utility companies dealing with the 
pole situation. 

The Chairman. I do not think the committee cares to print letters. 
We will have to bar them. You make the statement for the utility 
companies, we understand. 

Senator Walsh. Make a statement in a paragraph naming the 
companies. 

The Chairman. You can state the companies. 
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Mr. Lanb. I have letters from the Consumers Power Co., of Jack- 
son, Mich.; the Cities Service Co. (Henry L. Doherty Co.), New York, 
N. Y.; Union Gas & Electric Co., Cincmnati, Ohio; General Utilities 
& Operating Co., Washington, D. C; Louisville Railway Co., Louis- 
ville, Ky.; and the Georgia Railway & Power Co., Atlanta, Ga.; and 
there are probably numerous others that have not been sent to me, 
calling the attention to the great scarcity of poles in this country 
and the difficulty of getting satisfactory poles and the. need of making 
the Canadian supply available to consumers. 

The Chairman. You will doubtless realize we get a good many 
letters oiu^elves. 

Mr. Lane. There is no doubt about that, Mr. Chairman. We cut 
from our woods 3,500,000 to 5,000,000 poles every year, young trees 
that have not reached maturity. 



BRIBF OF T. M. 



LANE, NEW YOBK CITY. REPRESBHTnrO THE CEDAR POLE 

nmirsTRY. 



The undersigned are dealers in cedar poles used for telegraph, telepjhone, electric 
li^ht, trolley, and power transmission purposes, and respectfully petition your com- 
mittee and Congress to remove from sucn poles the ad valorem duty, which has 
been the cause of endless confusion, litigation, and hardship, and to give these com- 
modities their natural classification with round timber, which, under the pending 
bill, is either exempt from duty or dutiable at specific rates. (See pars. 401, 402, 
1683, H. R. 7466.) 

Telephone, trolley, electric light, and telegraph poles of cedar or other woods are 
made dutiable at 10 per cent upon American valuation by paragraph 405 of H. R. 
7466. 

Following is a summary of the reasons for requesting this change in the law: 
- 1. The ad valorem duty on poles has raisecl very little revenue in the past and 
promises to raise none in the future upon the basis proposed. 

These poles were dutiable at 10 per cent ad valorem on foreign valuation under 
the Payne-Aldrich tariff of 1909 (par. 204) and at the same rate on foreign valuation 
under the Underwood tariff of 1913 (par. 170). This duty has been so difficult of 
administration that it has proved a serious obstacle to importations and has raised 
very little revenue. 

I'he publication entitled '* Statistics of Imports and Duties,*' prepared for the 
use of the Committee on Ways and Means, gives the value of and duties collected 
upon imports of paving posts, railroad ties, telephone, trolley, and electric light 
poles, from 1911 to 1918, inclusive, as follows: 



[Rates of duty, 10 per cent.] 



Fiscal year. 


Values. 


Duties 
collected. 


Fiscal year. 


Values. 


Duties 
collected. 


1911 


11,014,112 
775,587 
511,219 
409,449 


1101,411 
77,5,'>8 
51, 121 
40,944 


1915 


$225,030 
145,799 
351,603 
.347,910 


22,503 


1912 


1916 


14,750 


1913 


1917 


3&160 


1914 


1918 


34,791 









The duties collected on poles are not stated separately from the duties on paving 
posts and railroad ties, and the duties on posts and ties undoubtedly form a substantial 
portion of the above totals. These figures demonstrate that, at the rate of 10 per 
cent ad valorem, the amount of revenue collected upon poles has been unimportant. 

It will also be noted from the above tabulation that the duties collectea on the 
commodities named decreased about two- thirds in the period between 1911 and 1918. 
This was doubtless due in large measure to the restriction imposed upon importation 
by the peculiar and intolerable difficulties, hereinafter discussed, attending the 
administration of an ad valorem rate upon poles. 

Under H. R. 7466 the ad valorem rate of 10 per cent imposed for the last 12 years 
on foreign valuation is continued, but is made payable upon the American valuation 
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of the poles. This forms a striking exception to the general policy of the bill, which 
lias been to decrease the ad valorem rates to compensate for the increased value 
under the American-valuation plan. The result will be an increase over the amount 
of duty collectible on poles under the Payne- Aldrich and Underwood tariffs in excess 
of 100 per cent. 

Poles are a cheap commodity on which the freight is high. A pole does not have 
to be transported a very long distance to increase its value 100 per cent on account 
of the freight chaige. We thus have a situation where the Government presumably 
will collect half or more of its duty on the element of freight expense. 

Poles are generally sold in this country at a price deliverea at destination and, 
naturally, selling prices in the United States are as varied as points of deliverv. A 
^een pole, worth no more to the dealer than a seasoned pole of the same length and 
aiameter, sells for considerably more delivered at destination on account of its heavier 
weight. In filling laige orders it is difficult to obtain the necessary quantity of sea- 
soned poles and green poles must often be shipped, so that the same commodity in 
the green state, and intrinsically no more valuable than a seasoned pole, will have to 
pay a much higher amount of duty. 

The proposed law furnishes no rule for determining which of the widely varying 
prices charged at points of delivery in the United States must be selected for the 
purpose of entry and appraisement at the customhouse. The difficulties of declaring 
the correct American valuation for this commodity, under section 402, are beyond 
solution. 

Furthermore, the supply of cedar poles is so limited in the United States that any 
increase in duty would immediately raise the price of domestic poles, resulting in a 
still more formidable duty on Canadian poles. Even without any advance in the price 
of domestic poles, the enormous increase effected by shifting the same rate as imposed 
heretofore from the basis of foreign to American valuation, thus doubling the duty, 
will certainly mean the complete extinction of the trade in Canadian poles at a time 
when our domestic needs imperatively demand that the Canadian supply be made 
available to consumers in this country. 

2. The destruction of immature trees is a menace to our forests. 

The cutting of millions of small trees every year before they reach their maturity 
of growth, usefulness, and value is contributing neavilv to the destruction of our forests 
and requires that the supply be enlarged before the demand becomes heavier. 

The annual consumption of poles is estimated at quantities ranging from 3,500,000 
to 5,000,000 poles, 95 per cent of which are cut from our own forests. It takes 150 
years to grow a 30-foot pole in Michigim and from 75 to 100 years to grow the same 
pole in the northwestern part of the United States. The Forestry Department of the 
Federal Grovemment has estimated that the privately-owned supply of cedar poles 
in the northwestern United States may be exhausted in 20 years. iJlie cedar forests 
of Michigan, Minnesota, and Wisconsin have been largely depleted, long poles having 
almost disappeared and the supply of short ones becoming moro and more limited. 
Lon^ poles, i. e., poles 35 feet and upward in length, are a necessity for power trans- 
mission purposes, which is to say that they aro indispensable to the proper develop- 
ment of our hydroelectric power. 

3. The treatment of cedar poles in H. R. 7456 is inconsiBtent with the treatment of 
other round timber and opposed to the general legislative policy favoring free timber. 

In every tariff act since 1870 lo^ and round unmanufactured timber have been 
placed upon the free list. This pohcy is continued in H. R. 7466. Under paragraph 
1683 of tne bill **lt«8 and round, unmanufactured timber" are still on the free list. 
While paragraph 402 expressly names cedar logs and imposes a duty of $1 per thousand 
feet board measure, the proviso to the paragraph makes such logs free if imported 
from a country imposing no expwt restrictions on this class of logs. It is obviously 
intended that no duty shall be imposed on timber in the form of cedar logs. 

The treatment of cedar poles in H. R. 7456 is strikingly inconsistent with the treat- 
ment of other round timber. 

Paragraph 405 of H. R. 7456 expressly provides for "telephone, trolley, electric 
light, and telratiph poles of cedar or other woods," at a duty of 10 per cent on American 
valuation. These pioles are nothing but small logs of cedar; that is to say, they are 
round cedar timber. 

Paragraph 401 of H. R. 7456 imposes upon ** round timber used for spars or in build- 
ing whirves " a duty of one-half of 1 cent per cubic foot. Precisely the same cedar 
log as that used for a pole may be also used for piling in wharf building. The incon- 
sistency is obvious of assessing a cedar log at only one-half of 1 cent per cubic foot 
when used for wharf building and at the very much higher rate of 10 per cent on the 
American valuation of such log when it is used for a wire-carrying pole. Considerable 
litigation seems also ine/itable to determine the classification as oetween paragraphs 
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401 and 405 wherever there is a competing use for piles as against use for poles. It 
is equally inconsistent to assess round timoer for spars, a very much more valuable 
prodiict than a pole, at the lower rate of one-half of 1 cent jper cubic foot. 

As already seen, paragraph 402 of H. R. 7456 makes 'Upgs of * * * cedar," 
dutiable at $1 per thousand feet board measure, with a proviso making such logs free 
of duty if no export restrictions are imposed by the country of origin. This proviso 
will undoubtedly have the effect of making cedar logs free. It follows that full ptown 
cedar logs will pay at the most $1 per thousand feet and will in all probabihty be 
exempt &om duty under paragraph 402. Such logs will compete with similar mature 
timber from our own forests, and properly so, for the soundest reasons of conservation. 
But a small cedar log such as can be used for a pole will be assessed at the prohibitive 
rate of 10 per cent on American valuation, under paragraph 405. With the Canadian 
poles thus shut out there will result an increased destruction of the small timber which 
should be left standing in our own forests to maturity. 

A dutjr upon cedar poles, enumerated as such, was imposed for the first time in 1890^ 
since which time there has been a decided change in the status of the domestic supply. 
The tax on poles has been a striking exception to the settied general policy in favor 
of free timber, which doubtless has had for its basis the conservation of our forests as 
well as the exemption of the raw material for our lumber mills. If there ever was a 
reason for the taxation of round timber used for wire carrying, it has disappeared in 
the light of present-day facts regarding the depletion of our small standing timber 
and the failure of reforestation to keep pace even approximately with the destruction. 

There can be no justifiable reason for tariff protection of domestic cedar holdings. 
The best protection to the American producer is the high freight charge on Canadian 
poles. Only about 5 per cent of the poles used in this country are imported. The 
Tariff Commission's report to the Committee on Ways and Means shows that 95 per 
cent of the poles used in this country are of domestic production. (Summary of Tariff 
Information, 1920, p. 276.) The signers of this petition include large domestic pro- 
ducers who would be interested in obtaining protection if it were necessary or desirable. 

There is no question of competition with manufactured lumber. Tne production, 
of poles is a logging operation. The only work done in Canada on the poles is that 
which has to be done in the woods to produce a stick of timber such as would clearly 
fall within the exemption of round unmanufactured timber, as construed by the courts, 
were the commodity not expressly designated as dutiable. All of the other processes 
adapting poles for use as wire-<^itying poles, such as notching, and fitting with cross- 
arms, squaring, roofing, creosoting, etc.j are applied in this country. 

4. Conditions that attend the administration of an ad valorem duty are peculiarly 
burdensome and embarrassing in the case of poles. 

Probably 75 per cent of the total importations of poles are bought in Canada under 
contract at prices which are fairly umf orm for a given time, and the contracts and 
records ef the dealers have always been open to tne Government. There are, how- 
ever, always a number of spot purchases being made by contractors and others in the 
United States who must have poles for immediate delivery and are willing to pay 
almost any price for a few carloads. These spot purchases will sometimes nm nearly 
100 per cent above normal contract prices and are subject to violent fluctuations. 

The regular contracting buyer can not possibly know what th^ occasional buyer, 
who is short of poles, may have paid, and the widely variant prices are extremely 
bewildering to the customs officials. For the greater part of the last three years the 
situation has been almost chaotic. 

The difficulties from the standpoint of the appraising officials are ftdly appreciated, 
and it would seem that the small amount of revenue collected did not justify the 
burden of uncertainty in the matter of dutiable value which has rested both upon the 
customs officials and upon an important and essential industry. It is probable that 
considerable amount of the revenue collected has been consumed by the expense to 
the Government of investigating and testing values. 

These problems will be intensified by the application of American valuation to this 
commodity, owing to the widely varying prices at points of delivery. In the opinion 
of petitioners, it will operate as a complete barrier to the importation of Canadian 
poles. 

5. Changes recommended in the provisions of H. R. 7456. 

Having in mind the pressing needs of this country in the immediate future, peti- 
tioners are profoundly convinced that the imposition of any duty on this product 
would be unwise. They accordingly uige that poles be placed unconditionally 
upon the free list. 

To accomplish this unconditional exemption of poles they suggest that paragraph 
405 of Schedule 4 be amended so as to exclude the matter italicized in the subjoined 
quotation of the paragraph: 
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"Par. 405. Paving posts, railroad ties, and telephone^ trolley ^ electric light and tele- 
graph poles of cedar or other woods, 10 per centum ad ^^&lorem. " 
The ' ' - -^ « . - . 



he above change should be supplemented by amending paragraph 1683 of the 
free list so that it will expressly include such poles, by adaition A the italicized 
matter below: 

"Par. 1683. Wood: Logs and round, unmanufactured timber; telephone, trolley^ 
electric light, telepraph and power transmission poles of cedar or other woods; firewood, 
handle biolts, shingle bolts, gun blocks for gunstocks, rough hewn or sawed or planed 
on one side, sawed boards, planks, deals, and other lumber, not further manufac- 
tured than sawed, planed, and tongued and grooved; clapboards, laths, ship timber; 
all of the foregoing not spjecially provided for: * * *. " 

If your committee decides that some duty should be imposed then we earnestly 
request that it may be determined upon a specific duty basis. 

We submit that a very simple solution of the problem of imposing a specific rate 
can be arrived at by classifying these poles with "round timber used * * * in 
building wharves, " now provided for in paragraph 401 of H. R. 7456 at a specific rate 
of one-half of 1 cent per cubic foot. Since, as already stated, the same cedar logs that 
are used for poles are also used for piling, this would tend to greater consiBtency of 
legislation and avoid litigation on the question of classification. To accomplish this 
paragraph 401 should be amended by the addition of the italicized matter as indi- 
cated below: 

" Par. 401. Timber, hewn^ sided or squared otherwise than by sawing (not less than 
eight inches square), roimd timber used tor spars or in building wharves, and telephone, 
trolley, electric light, telearaph and power transmission' poles of cedar or other woods, 
one-hEUf of 1 cent per cubic foot. " 

A further method of imposing a specific rate with conditional free entry can be 
effected by classiJ^ing poles with other "logs of, * * * cedar" in paragraph 402 
of H. R. 7456. Tiiat paragraph as modified would then read as follows, new matter 
being in italics: 

"Par. 402. Logs of fir, spruce, cedar, or western hemlock, and teUphoru, trolley, 
electric light, telegraph and power transmission poles of cedar or other woods, $1 per thou- 
sand feet board measure: Provided, That any such class of logs or poles cut from any 
particular class of lands shall be exempt from such duty if imported from any country, 
dependency, province, or other subdivision of government which has, at no time 
during the twelve months immediately preceding their importation into the United 
States, maintained any embargo, prohibition, or other restriction (whether by law, 
order, r^ulation, contractual relation or otherwise, directly or indirectly) upon the 
exportation of such class of logs or poles &om such country, dependency, province, 
or other subdivision of government, if cut from such class of lands. " 

If either of the last two suggestions are adopted the provision for poles should be 
stricken from paragraph 405 as first above proposed. 

In sufl^estin^ that cedar poles be classified with other logs and round timber, peti- 
tioners do not mdorse the proposal to put either logs or poles upon the dutiable list 
as they believe that they should be free without condition. 

6. Free eoixy is 'the logical and effective relief. 

Not only the conservation of our forests but the development of electrical power 
will be subserved by the free entry of Canadian cedar poles. 

The interest of the public is vital in cheap electricity and low telephone and tele- 
graph rates. Poles form a heavy item of the investment of public utilities and carry 
equipm^it forming a much lai^er investment. The necessitjr of obtaining poles 
with strong and lasting qualities at the lowest possible cost is great. The cedar 
pole supplies these requisites and is the standara pole for canying electric wires. 
It has long life in the ground, symmetry, strength, is less dangerous to linemen in 
all kinds of weather, can be easily climbed and is lighter and cheaper to handle. At 
least two-thirds of the poles in use in this country are of cedar. A very large pro- 
portion of the poles imported from Canada are used by the power companies for trans- 
mission purposes. 

The present rate of consumption will probably exhaust the domestic supply of 
cedar poles within the life of this generation. The demand will grow encnmously 
with the advance of the program of electrical development, under the encouragement 
of the new water power act and the necessities arising from our diminishing coal 
supply. Under the water power act of June 10, 1920, we are promised, in a recent 
article written by the executive secretary of the Federal Power Commission, that 
"a new era is ahead in the development of electric power and its wider distribution 
and more intensive application in industry and transportation." The only cedar 
poles imported come nom Canada and all that can be imported when added to those 
produced in this country will hardly supply the demand resulting from our constantly 
increasing consumption. 
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Under all the circumstances we submit that the interacts of the Government, the 
consumer, the general public and the conservation of our resources will be beet sub- 
served by a complete removal of the duty on poles and that the minor loss of revenue 
will be more than compensated by the economic gain. 

The undersigned petitioners believe it conservative to state that they handle and 
market at least 85 per cent of the cedar poles produced both in Canada and the United 
States. 

B. J. Carney & Co., Spokane, Wash.; The Lindsley Bros. Co., Spokane, 
Wash. ; Lost Creek Cedar Co., lone. Wash. ; The MacGillis & Gibbs Co., 
Milwaukee, Wis.; National Pole Co., Escanaba, Mich.; Naugle Pole & 
Tie Co., Chicago, 111.; Northern Cedar Co., Spokane, Wash.; Page A 
HUl Co., Minneapolis, Minn.; T. M. Partridge Lumber Co., Minneapo- 
lis, Minn.; Valentine-Clark Co., Spokane, Wash.; J. H. Baxter & Co., 
San Francisco, Calif.; Baxter & Jordan, Los Angeles, Calif.; Thomas 
M. Lane, attorney for petitioners, 149 Broadway, New York City. 

CEDAB SHIirOLES. 

[Paragraph 408.] 

STATEMENT OF GEOBGE A. BEBGSTBOM, BEPBESENTING THE 
PACIFIC TIMBEB CO., OF EVEBETT, WASH. 

Senator McCumber. Congressman Johnson, I believe you were just 
now attempting to see if you could get several of these witnesses who 
. desire to speak upon the shingle industry to select one man, if possible, 
to cover tne same subject. 

Mr. Johnson. Mr. Chairman, I would like to have you hear two of 
them and let the third man have permission to enter an appearance. 
We woidd also like permission to file briefs. I would like to file one 
in opposition to this theory that is being so widely agitated by 
pamphlets that a tariff on lumber, like a tariff on oil, is a blow at the 
conservation of American resources. I shall not take up the time of 
the committee in an attempt to show that those who advance ideas 
with respect to saving privately owned timber for posterity is a mis- 
take, rt can not be saved that way. It is what we live on. You 
will not conserve it by letting Canadian or other timber come in. 
You will force good timber to go into railroad ties and put our saw- 
mills out of busmess. 

I would like to call Mr. Bergstrom to make a statement with refer- 
ence to the tariff on shingles, which has been placed at 50 cents per 
thousand. We would have preferred to have had that tariff at 60 
cents per thousand. I would like to have the committee interrogate 
Mr. Bergstrom with regard to Canadian timber, their Crown-land 
system, their leasing plan, and their embai^o scheme, all of which are 
used to the detriment of the American industry and none of which 
benefit the American consumer. 

Mr. Bergstrom. Mr. Chairman, I rOT)resent the Pacific Timber 
Co., of Everett, Wash., manufacturers of red-cedar shingles. 

I do not know that I have much to say in addition to my testimony 
that was given before the Ways and Means Committee oi the House 
last January. I shall be brief. In that connection, however, I wiU 
say that the predictions and prophecies that we made at that time 
have actually come to pass. We can not compete with British 
Columbia muls under severe competition. Our company operates 
two mills. It has an investment of about $200,000 and employs 100 
men, all Americans, and practically all married, and most oi them 
owning their own homes. On account of our inability to secure the 
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raw material at a satisfactory price, we have been shut down since 
the first of this month, while om* Canadian competitors have been 
operating continuously, and some of them even operating night and 
day. 

Senator Smoot. You are speaking now of shingles ? 

Afr. Berostrom. I am speaking absolutely of shingles. I am a 
shingle manuf actiurer. At the time of closing our mills die average 
log cost of British Colimabia mills on cedar was $16 delivered at tne 
mnl, while our average cost was $18 base, or an average of $19. 
This made operation of our mills impossible under existmg condi- 
tions, as this to-day practically means a differential in their favor of 
$3 a thousand for the raw material. 

Senator Smoot. What are you asking for on shingles ? 

Mr. Berostrom. Fifty cents per thousand. 

Senator Smoot. That ia provided for in the bill. 

Mr. Berostrom. Yes. 

Senator Smoot. That is satisfactory to you ? 

Afr. Berostrom. That is satisfactory. 

Senator Watson. Is anybody opposmg that? 

Mr. Berostrom. I do not know. We were told to appear here. 

Senator Smoot. We have not heard of any opposition. 

Senator Watson. I am wondering why you are bolstering up a 
case that nobody was attacking. 

Mr. Berostrom. I do not know whether there is opposition or not. 
We were notified to appear here. We did not care to make this 
trip from the West coast here, traveling 3,000 miles, unless it waJs 
necessary. 

Senator Smoot. No one has been asked to appear. 

Afr. Berostrom. -We were notified on Saturaay to leave Sunday 
morning, as arrangements had been made to appear before the com- 
mittee Friday, August 26, and I certainly did not want to take this 
long trip imless it was necessary. 

^nator McCumber. However, you are aware of the very wide- 
spread demand for free liunber and free building material, and it is 
in anticipation that that might have some influence that you are 
down here? 

Representative Johnson. I think that is exactly it. Cedar trees 
stand in the woods about one to eight or ten. Cedar trees are logged 
along with spruce and fir. They come off together. Now, to attempt 
to keep all the fir timber of the Pacific Northwest standing for our 
children's children will make it impossible to get out the cedar logs. 
To-day the Canadian shingle business as against the American business 
has increased from $1,700,000 value to this country, shipped, to over 
$12,900,000; that is, Canadian shingles in our market. And as far 
as I am concerned I agree with the two Senators who have spoken — 
I have heard of no opposition to this 50-cent tariff. I would like to 
take time to speak to the conunittee with r^ard to making it 60 
cents. 

Senator McLean. Just one question. I suppose these cedars grow 
in with the Douglas fir ? 

Representative Johnson. Yes. 

Senator McLean. Without indicating any opposition to adequate 
protection for the shingle industry, I assume that the conservationists 
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claim that both the fir and the cedar should be left uncut and 
conserved ? 

Representative Johnson. I suspect that. 

Senator McLean. What have you to say to that ? 

Representative Johnson. It seems to be a fact, from what figures 
I can get, that the States of Oregon and Washington have more 
standing timber of all species suitable for manufacture than the 
entire Dominion of Canada 

Senator McLean. Is that true ? 

Representative Johnson. Yes; with the single exception of red 
cedar. Red cedar in the Province of British Columbia amoimts to 
125,000,000,000 feet as compared with 25,000,000,000 feet remain- 
ing in the State of Washington and 12,000,000,000 feet remaining 
in the State of Oregon; that is to say, British Columbia has more 
good cedar standing than we have. But I will leave this to any 
business man as to how you can conserve timber by requiring private 
owners not to cut timber, either cedar or spruce. 

Senator Smoot. Mr. Bergstrom, are you satisfied with paragraph 
408 as it stands ? 

Mr. Bergstrom. Yes. 

Senator Smoot. Then you have no objection to the paragraph as 
written? 

Mr. Bergstrom. I have no objection to the paragraph as written. 
Senator. 

Senator Smoot. In the balance of the time allotted to you will you 
kindly make a statement to the committee in relation to the embargo 
that Congressman Johnson referred to ? 

Mr. Bergstrom. In June of this year I made a special trip to 
Vancouver, British Columbia, with the object of buying cedar logs. 
At that time they were selling at $16 delivered at Vancouver, while 
our logs were averaging around $19. I was in a position to buy 
cedar logs from the loggers in British Columbia at $17, Canadian 
money, deUvered in Anacortes, Wash. Seventeen dollars Canadian 
money at that time would have amounted to about $15.30 American 
monev. My tow from Anacortes to Everett is 90 cents. Those logs 
would have cost me $16.20 delivered as against $19 for American logs. 
I was prevented from buying these logs on account of the embargo. 
The Canadian Government would not allow the exportation of 
those logs. 

Senator McCumber. Why ? 

Mr. Bergstrom. They practically maintain an embargo at all 
times on cedar. 

Senator McCumber. But why ? 

Mr. Bergstrom. I do not know. 

Senator Smoot. Were they Crown lands ? 

Mr. Bergstrom. No. 

Senator Smoot. Were they privatelv owned lands ? 

Mr. Bergstrom. They were what they call licensed lands. 

Senator Smoot. Well, then, they were grant or Crown lands ? 

Mr. Bergstrom. No; 'the grant and Crown lands are different 
from those lands. 

Senator McCumber. Those are Canadian public lands ? 

Mr. Bergstrom. Yes. 
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Senator McCumber. Under their law allowing leases they do not 
allow any exportation of the logs themselves, do they ? 

Mr. Bergstrom. Crown grant lands comprise about 6 per cent 
of the standing timber in British Columbia and are exportable at 
any time. 

Thev defend their position on the embargo with the statement 
that tney are preserving their own timber for their own manufac- 
turers, but, at the same time, while they maintain that embargo 
against the American manufacturers they are shipping logs and 
bolts to Japan. In other words, they are protecting their own 
Canadian manufacturers on the cheaper raw material as against the 
American manufacturers on their higher priced raw materid, because 
80 per cent of their finished product is sold in the United States in 
direct competition with the American manufacturer. 

When I was there in June I also investigated labor conditions. 
Thev w6re paying $3.60 for white labor, base price, for 9 hours^ 
work, or 40 cents an hour. We were pajdng $3.60 for 8 hours, or 
46 cents an hour. Other white labor was paid in proportion. 
Oriental labor was considerably cheaper. 

Senator McCumber. How about the efliciency of their labor as 
compared with ours ? 

Mr. Bergstrom. They claim that the white labor is more efficient 
than the oriental labor. If that is true why do they hire oriental 
labor ? } 

Senator McCumber. Are they paying the same price for the 
oriental labor that they pay for the white labor ? 

Mr. Bergstrom. No; they pay less for oriental labor than for 
white labor. 

Senator Smoot. Where do the shingles exported from America go ? 

Mr. Bergstrom. We do not export very many shingles. A few 
of them have been shipped to Honolulu. 

Senator Smoot. Those would not be exports. I mean the foreign 
countries. For the year ending JuAe 30, 1920, we exported $153,972 
worth; and for the year ending June 30, 1921, we exported $157,784 
worth. I thought may be you knew where those exports went. 

Mr. Bergstrom. Our enture output is disposed of m the States. 

Senator McCumber. What percentage of the value of your product 
constitutes labor itself ? 

Mr. Bergstrom. Our labor will run around 75 to 80 cents per 
thousand. Our overhead, covering office force, supplies, insurance, 
taxes, etc., will nm around 40 to 50 cents. 

Senator Smoot. What proportion is that of the whole ? 

Mr. Bergstrom. That would be about 65 per cent. 

Senator McCumber. In other words, the value of your stumpage 
would be about 35 per cent and the balance constitutes labor and 
expense ? 

Mr. Bergstrom. No. 

Senator McCumber. We want to get it in percentage. 

Mr. Bergstrom. I did not include the value of the stumpage raw 
material (cedar logs) at all. I was talking about labor and overhead 
in the operation of our mills without the raw material. 

Senator McCumber. What I want to get is what percentage of the 
value of your product is taken up in labor and other expenses outside 
of the stimipage value of your cedar, if cedar is what you use. 
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Senator Smoot, Take a thousand shingles. What was the price 
per thousand shingles ? 

Mr. Bebgstbom. We will take $2.60 for ordinary grade clears. 

Senator Smoot. $2.60 a thousand ? 

Mr. Bergstrom. Yes. 

Senator McCumber. That is your selling price ? 

Mr. Berostrom. That is our selling price. 

Senator Smoot. Oi that amount how much is labor? 

Mr. Bergstrom. About 30 per cent, as far as our own operation 
is concerned. 

Senator McCumber. And what is the balance ? 

Mr. Bergstrom. There would be about 30 per ceht labor, about 
20 per cent overhead, and about 60 per cent raw material. That is 
not exact, of course, although I can give you the exact figures later. 

Senator McCumber. Where do your profits come in?^ 

Mr. Bergstrom. There are no profits to-day. 

Senator McCumber. You are figuring, then, that on the prices 
to-day you are making no profits at all? ' 

Mr. Bergstrom. If we were not losing more money than our 
shut-down expense we would continue to operate, because we have 
a moral obligation to our employees and their families, which we 
must recognize if possible to do so. 

Senator McLean. In the East we pay $7.50 to $8. 

Mr. Bergstrom. Mr. Case, what is our freight to New York to-day ! 

Mr. Case. $1.20 a hundred. 

Mr. Bergstrom. The freight is $1.20 a hundred and the shingles 
that I was speaking about weigh 180 pounds to the thousand. You 
may be using the price of a dinerent grade shingle than I mentioned, 
there are several grades of shingles; we make tnem all. 

Senator Dillingham. Where do you market your shingles? 

Mr. Bergstrom. Our shingles are mostly marketed in the South- 
west, in Texas and Oklahoma, and throughout the Middle West. 

Senator Walsh. I have a memorandum submitted to me by the 
Western Pine Manufacturers' Association, operating 65 sawmills in 
Oregon and Washington, and they are going to appear here in opposi- 
tion to any tariff upon lumber or shingles. They have submitted 
some questions to me to ask you. One of them is, what is the 
diflFerence in the cost of manufacturing shingles in British Columbia 
and in Oregon ? 

Mr. Bergstrom. I have no way of having access to the cost 
sheets of the British Columbia manufacturers; but it is reasonable 
to expect that if they are receiving nine hours work for the same 
price for which I am receiving eight hours work, their cost of labor 
IS not onlv cheaper, but their cost per unit on their overhead on 
account of increased production must also be cheaper. 

Senator Walsh. So you base vour reason for thinking that your 
cost of production is more upon tne difference in hours of labor rather 
than the efficiency of the laoor ? 

Mr. Bergstrom. As I explained, they are in a position to employ 

{)ractically the same labor we do. My comparison was on wiiite 
abor. Tney prefer the cheaper oriental labor, and it must be profit- 
able or theywould not do so. 

Senator Walsh. Have not some statistics been printed showii^ 
that one white man, with the machinery that is used in America, is 
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able to do better work and turn out more shingles than several 
orientals ? 

Mr. Bebgstbom. I do not think so. They use the same machinery 
in British Columbia as they do in America. 

Senator Walsh. Is the oriental labor as good as the white labor f 

Mr. Bebgstsom. I have never used any oriental labor, so I can not 
answer that Question; but they use the same machinery, and they 
can employ wnite men if they want to. 

Senator McCumbeb. The orientals are not hired to do any expert 
work at all, are they ? 

Mr. Bebgstbom. Yes; what they call skiUed labor. 

Senator Smoot. Are they Japanese ? 

Mr. Bebgstbom. I do not believe I have ever seen any Japanese 
sawyers or packers. They use Chinese. They use Japanese for com- 
mon labor. 

Senator Walsh. Can you give me the actual labor cost per thou- 
sand shingles in 1920 in British Colimibia and Oregon! 

Mr. Bebgstbom. I can not. 

Senator McCumbeb. Senator Walsh, he just went over the subject 
generally before you came in. 

Representative Johnson. I would like to say that in the brief we 
will nle we will undertake to put those exact comparative costs in. 
The people from my congressional district have sent representatives 
into British Colimibia to make a study of the costs. We also under- 
took to find the names of the Americans wno invested money in 
British Columbia in timber grants and timber lands for the purpose 
of doing business in Canada, and when we Undertook to secure tnose 
names we found that British Colimibia all of a sudden prohibited 
the pubhshing of anj lists showing such information, although such 
lists had been pubhshed regularly for many years. So if there is 
going to be a fight from the Western Pine Association on this wood 
schedule or any part of it we want to be in it, and we can meet every 
argument. 

Senator McCumbeb. Is that all, Mr. Bergstrom ? 

Mr. Bebgstbom. Yes, sir. 

Senator Walsh. In view of the fact that the witness has covered 
in his testimony some of the questions that I wanted to ask him, I 
shall not proceed any further. 

Representative Johnson. Mr. Case is here. He is a large manufac- 
turer, and I think he can give you very quickly some information on 
this subject. 

STATEMENT OF E. E. CASE, OF RAYMOND, WASH. 

Senator Walsh. May I submit to you a list of questions, Mr. John- 
son, and ask for answers to them ? 

Representative Johnson. Yes, sir; I shall be glad to answer, as far 
as I can, at your convenience. 

Senator McCumbeb. Mr. Case, I wanted to ask one of your wit- 
nesses here who can answer the questions to give me some light on 
the subject, and I do not know but what I might as well start in by 
asking you questions on this subject. This last sunmier I had occa- 
sion to take a trip up the McKenzie River, in Oregon, where the Gov- 
ernment, in conjimction with the State, is making a road from 
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Eugene, Oreg., across the mountains on the east. That road goes 
through the finest belt of Oregon timber — inmiense trees 200 feet 
tall, with diameters near the butt of 6 and 8 feet. They paid $1.50 
on an estimated thousand for pulling those logs oflf of the roadway, 
which is 40 feet wide, and piling them up. They are chopped down 
and then sawed into lumber lengths and piled up 10 and 20 feet high 
in places. The stumps are blasted out. They are building a good, 
substantial road from there down to Eugene, where it connects with 
the Southern Pacific. I asked them what they would do with those 
logs; if there was any way of utilizing them after the road is com- 
pleted for over 40 miles through that fine forest, and if they could 
not dispose of those logs. 

They informed me mat the logs would simply have to rot there, 
the finest timber that you ever saw; that labor was so hiffh that it 
was even impossible to take portable sawmills up there and take the 
logs that were already cut mto timber lengths and saw them and 
take them to market. If we can not, with our labor cost, take logs 
that do not cost anything and move them on trucks, after being 
sawed into lumber, a distance of 30 or 40 miles, I confess that I am 
unable to understand how we can protect ourselves against a market 
anywhere else. I would like to hear you upon that subject in order 
to ascertain why it is that we can not even compete with those logs, 
the finest pine and spruce there is m the United States, already cut, 
and not the cost of a penny for stumpage. 

Mr. Care. The matter of transportation is of considerable impor- 
tance. If it were necessary to transport those logs 40 miles on trucks 
at the present price of logs, a man could not load and pile them on a 
truck and make his wages. 

Senator McCumber. Of course they would not truck the logs. If 
they were going to do anything, they would simplv saw them into 
portable lumber and then, over as good a road as tfiere is here, take 
them from 30 to 40 miles to market. And remember that it costs 
nothing for the logs; if anybody will take them away they can have 
them. 

Mr. Case. Your statement that these logs run from 6 to 8 feet 

Senator McCumber. I did not mean to say that 6-foot logs were 
the smallest. 

Mr. Case. But the fact that they are large logs would almost pro- 
hibit using a temporary mill, a small sawmill. You would have to 
have pretty heavy machinery to handle a log 6 or 8 feet. Besides, 
those logs are strung out along the road for the whole 30 miles. Of 
coui'se, logs of that oiameter would be the most profitable in the fixed 
cost of the amoimt of clear. The amomit of clear is the only thing 
that, pays us in the manufacture — that is, if there is any such thing 
as paying us. To-day the lumber business is probably in as bad a 
way on the Pacific coast as it ever has been, due, I suppose, from the 

?irice of lumber caused by the competition all over the country. 
Everything is on the downward turn, and everything goes down 
faster than labor, which constitutes the great percentage of cost in 
both lumber and shingles. It is almost prohibitive to cut those logs 
that you speak of along the roadway in a temporary sawmill. The 
only way tney could be utilized to any advantage would be for a man 
to buy some other timber. But tKe stumpage is not always the 
thing that coimts. While it is a factor, the stumpage is not the only 
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thing that counts. It is the cost of getting the lo^ from the woods 
out, and there are some places where it costs more man others. Take 
a strip of timber 30 miles long and 140 feet wide. You understand 
that to gather up those logs the cost of transportation would be more 
than the stumpage amoimted to, which would be two or three dol- 
lars per thousand. 

Senator McGttmber. When lumber was selling at about $60 a 
thousand, it would seem to me that there ought to be a market for 
those logs. 

Mr. Case. That was m 1920? 

Senator McCumber. Yes; in 1920. 

Mr. Case. 1920, you understand, was a very abnormal year. Not 
only was the lumber high, but wages and everything that entered 
into our costs were the hiffnest ever known. Our labor and supplies 
and everything else were higher during 1920 than they were in any 
other year. 

You asked if there had been any opposition. We know that there 
is opposition. We know that there is going to be a fight, and we 
know where the fight is going to come from. That is why I am here 
to-day. I did not appear before the Ways and Means Committee. 
Mr. Johnson has stated to you that we want to file a hrief . We are 
going to give you the exact figures of the cost of manufacture of 
shingles in British Columbia and in Oregon and in Washington. We 
will also give you the names of the mills. It will be no general 
proposition. We will give you the names of every shingle mill we 
can cover, so that you will Imow where they come from, and you can 
then go back and check us up. 

Senator McCumber. The main trouble now is due to labor and 
transportation ? 

Mr. Case. Yes, sir. 

Senator McCumber. And the labor in the cost of transportation is 
responsible for the high transportation costs ? 

oenator Wai^h. Does not labor cost the same, whether lumber 
comes from British Columbia or from Oregon to the East ? 

Mr. Case. To a certain extent the transportation cost is the same. 
When shingles are shipped from Vancouver to Montreal and down 
into Massachusetts — the State that you are from. Senator Walsh — 
the cost to the Canadian manufacturer is less than it is to the American 
manufacturer, because they ship them by the way of Montreal, and 
there is no war tax charge, only from the United States to the line, and 
the excess war tax would only apply from the border. That applies 
to the Eastern States. Also they ship them as far as they can on the 
Canadian roads. 

Senator Walsh. Is not the Canadian shingle sold at a higher price 
in Ajmerica than the Oregon and Washington shingle is sold for in the 
East? 

Mr. Case. That is true and it is not true. There are some American 
manufacturers that get as much for shingles as the Canadians, and 
some Canadians sell shingles as cheaply as the Americans. 

Senator Walsh. Is not the Canadian cedar shingle of a higher 
quality; does it not, therefore, receive a higher price, and does it not 
actually comnete with the Oregon or Washington shin^e ? 

l£r. Case. No, sir. 
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Senator Walsh. Well, there are some Canadian shingles that sdl 
for a higher ^ice in the eastern mairket than the Oregon shingles. 

Mr. C^SE. rossibly a very few. 

Senator Walsh. The Canadian shingles do undersell you ? 

Mr. Case. In some cases. 

Senator Walsh. Why is it that their importation has been so 
small compared with the total consumption, if they undersell you ? 

Mr. Case. Their importation has increased yer]r rapidly; that is, 
they have built mills up there and increased sometning like 300 or 400 
per cent since the tarin was taken off. 

Senator Walsh. What was the total consumption of shingles in 
America last year 1 

Mr. Case. I can not tell you that right offhand. The importation 
from Canada was about 11,000,000. 

Senator Walsh. What was the total production ? 

Mr. Case. I can not tell you offhand what the total production was 
last year. 

Senator Walsh. I have been reading the record here of the Fourth 
Annued Red Cedar Congress. I believe you attended that congress ! 

Mr. Case. Yes, sir. 

Senator Walsh. What was the di^te of that congress? 

Mr. Case. December, 1920, or January, 1921, was it not? 

Senator Walsh. The date is not given here. 

Mr. Case. I think it was December, 1920. 

Senator Walsh. At this convention a resolution was presented in 
favor of a tariff upon cedar shingles ? 

Mr. Case. Yes, sir. 

Senator Walsh. And I take it that out of courtesy to some of the 
Canadian producers who were present the resolution was not pressed ? 

Mr. Case. No, sir. 

Senator Walsh. But I notice in the minutes before that when the 
matter was under discussion Mr. Sanders, who evidently is a Canadian 
manufacturer, made these assertions, which I do not find answered: 
''The only thing I ought to consider well before you pass that resolu- 
tion is whether vou have a ghost of a show of accomplishing anything 
by passing such a resolution through this congress. You have to 
prove, of course, to make it possible for you to g^et protection, that 
the thing that you want that protection against is underselling you 
or else you have no sjonpathy at all. If you could get this through I 
would not blame you at all for going after it, but if you can not get it 
through in your own minds or you think there is a possibility you 
can not ^et it, would it not be better for harmony and dealing together 
to kill that resolution, because vou would have to have the support 
of the Canadian manufacturers, etc. 

Senator Watson. What is that from which you are reading? 

Senator Walsh. I am reading from the minutes of this convention. 

Mr. Case. Would you Uke to have me explain that ? 

Senator Walsh. No. I think that while you expressed yourself 
in favor. of a tariff, you thought under the circumstances it should not 
be pressed, and the resolution was defeated? 

Mr. Case. I would Uke to explain that. 

Senator Walsh. I want to ask you why this statement made by 
him was not answered in this discussion, "That thing that you want 
that protection against is underseUing you or else you nave no sympa- 
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thjr at all." In oth«r words, I find through an argument here he 
claims that they are overselling you in America, and not underselling 
you. Now, is that the fact ? 

Mr. Case. As I said before, in some cases they are and in some cases 
they are not. The reason that that was not answered was this. 
We have a shingle association, whose minutes you have read, that 
was formed for me purpose of advertising and increasing the sale of 
cedar shingles, and for the betterment andinspection, botn of shingles 
in Canada and the United States; and on account of those gentlemen 
being part of the association, we did not think it was the proper time 
to discuss these things. Therefore, Mr. Sanders was not answered. 

Senator Shoot. Mr. Case, can you tell me why the increase of 
importations in shingles for the year ending June 30, 1920, was greater 
than the importations for the year before or the following year ! 

Mr. Case. Last year? 

Senator Shoot. Well, for the year ending June 30, 1919, there were 
imported into this country shmgles to tne amount of $5,863,927; 
but for the year ending June 30, 1920, there were imported into this 
country shingles to the amount oi $12,593,760. For the year ending 
June 30, 1921, there was $7,444,319. Why were the importations for 
the year 1920 greater than those for the year {receding or those for 
the following year ? 

Mr. Case. Ine comparsion that you have mentioned would be for 
the years 1919, 1920, and 1921. 

S^ator Shoot. Yes. 

Senator Walsh. I have some figures. Senator Smoot. I wonder 
if they correspond with yours. I would like to ask the witness. 

Senator Shoot. These are the oflGlcial figures from the department. 

Senator Walsh. Do they show that the number of cedar shingles 
imported from Canada was $14,000,000 worth? 

Senator Shoot. No. 

Senator Walsh. And the number of shingles produced in Oregon 
and Washington were 700,000,000 and importations only 14,000,000 1 

Senator MoCuhbbb. Seven hundred nuUion what? 

Senator Walsh. Shingles. 

That is 700.000,000 against 14,000,000 from Canada. Can those 
figures be explained, Mr. Case? 

Mr. Case. I did not get that. We are getting into pretty big 
figures. 

Senator Shoot. I stated the prices. Senator Walsh. I imagine 
you are giving the number of shingles that were manufactured. 

Senator Walsh. The question I nave here is how many miUion 
feet of cedar logs were utilized in 1920 by all Oregon and Washington 
manufacturers, and the answer is 700,000,000. The next question 
is how many w«re imported in 1920 from British Columbia, and the 
answer is 14,000,000. 

Senator McOuhbbb. Those are tlie lo^ and not the shingles. 

Senator Walsh. Yes: those are t^e logs. I thought tney were 
shingles. Of course, the same proportion would be true as to 
shingles. 

Mr. Case. I could not answer that question. I have never seen 
that statement there. 

Senator Dillinoham. Can you answer Senator Smoot's question t 

Mr. Case. Yes, sir. 
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Senator Dilijnoham. Let us have that answer. I am interested 
in it. 

Mr. Case. There are two features that go into that. During the 
time of the war, with which you are all familiar, this country 

Senator Smoot. This is not during war times. 

Mr. Case. Well, this will lead up to it. On the Pacific coast they 
got out a great deal of spruce, as you know, and they required us to 
quit our operations in cedar to put in spruce. To qualify that I will 
say I am in a little different position from some of the witnesses here, 
inasmuch as we log our own timber and have our own organization 
and manufacture it; that is, our cedar entirely and some spruce and 
fir. The Government asked us to discontinue all of our cedar oper- 
ations and go into spruce, which we did. That left us, when we 
came into 1919, with all our operations in spruce and fir and necessi- 
tated our cleaning up our fir and spruce camps, principally our spruce 
camps, before we went into cedar again. Tnere was a scarcity of 
cedar, therefore, that was produced in the United States. 

The same condition prevailed, to a certain extent, in British Co- 
lumbia. But they have a greater percentage of cedar; that is, their 
forest has a greater percentage of cedar, as ours is distributed among 
spruce and fir. That made a scarcity of cedar and our mills did not 
all run. During the war I had four mills and I operated one of them 
to take care of a few customers. The rest of the mills were closed 
down because we did not have timber with which to operate them 
and the Government would not let us log it. The British Columbia 
mills were favored more and were able to run more. 

In 1920, at the time of which I speak, we were unable to get cars 
to ship our stuff from the American mills. Unf ortunatel j; lor me, 
I earned 33,000,000 shingles through the period from the time they 
were worth $7 to $8 a thousand down to the time they sold for $2.50 
to $4 a thousand. 

The Canadians with a treaty agreement that they had with the 
Great Northern Railroad when tney went into Canada were able 
to secure more cars than the American mills could secure. In fact, 
they hauled empty cars by the American mills and brought them 
back loaded from Canada at a time when there was a chance to make 
more money in the shingle business than at any other time in the 
history of that business. 

Senator Walsh. Do you say there is a treaty between the Great 
Northern Railroad and the Canadian Government ? 

Mr. Case. I say there was an understanding that they were to 
furnish all cars that the Canadians wanted when they built the road 
in there. 

Senator Walsh. On that very point, this memorandum which I 
have before me states that 9 per cent only of the shingles moved east 
on the Great Northern Railroad from July, 1919, to December, 1920, 
came from British Columbia, according to the statistics of the Inter- 
state Commerce Commission. 

Mr. Case. Well, I could not say anything about the percentage. 
I know that what I say is true, that they hauled empty cars by the 
American mills that were closed down for lack of cars and loaded 
them and brought them back from the Canadian mills. I do not know 
anything about your report, but that much I know is true and will 
be able to verify it. Those are two reasons why there were greater 
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importations in the month of June, 1920, than there were in any 
other previous month or in either one of the other years, 1919 or 1921. 

Senator Watson. The Tariff Commission in speaking of this ques- 
tion says: "Canadian shingles have had a better reputation for 
quality than the American, which, to reduce freight coste, have been 
kiln-dried until the life is baked out of them." Is that true? 

Mr. Case. That is true of both. . The Canadians are not above 
reproach, as far as drying shingles is concerned, to get underweight, 
and there are any amount of mills on the Pacific coast trying to cut 
their shingles to conform with the price they are getting for them , 
because they can not get enough to pay the cost oi manufacture. 

Since you have brouffht up this subject of drying and quality, 1 
will say that I traveled 10,000 miles this spring and visited yards 
from Springfield, Mass., to the far West. 1 found among shmgles 
coming from Canadian mills that were manufactured and branded as 
''perfects'' — that is, supposed to be 16 inches long and 5 to 2 when 
dried — there was not a 16-inch shingle among them; there was not a 
shingle over 15^ inches long; there was not a shingle that was 5 to 2 
among them. 

I am just giving you this statement to show you that there are just 
as poor shingles made in Canada as there are in the United States. 
These shingles were shipped here and hundreds of cars of them were 
refused in this coimtry. 

Senator Watson. Iii other words, you do not deny that poor 
shingles are made in the United States, but you say there are just as 
poor made in Canada ? 

Mr. Case. We have put on shingle inspection in an effort to weed 
out the poor shingle. I am probably tne oldest shingle manufac- 
turer on the Pacific coast, and I was the first man that ever made a 
high-grade shingle on the Pacific coast to ship to the Eastern States. 
And when I tflSk to you about high-grade or low-grade shingles I 
know what I am talking about. I continually fought with the other 
shingle mills to get them to make better shingles, and we are making 
them better, although some of them are trymg to make shingles to 
compare with the pnce. 

Senator Watson. The Tariff Commission states that conditions 
with respect to quality have been improved through the activities of 
the shingle branch of the West Coast Lumbermen^ Association. 

Senator McCu^fBER. Let me see if I understand you. You say 
that in order to reduce the freight in the drying they are dried to 
such an extent or so rapidly as to get the water out of them and 
that that injures the shingles ? 

Mr. Case. There are some of them that do that, but not all of 
them. 

Senator McCumber. The kiln-drying, then, is liable to injure the 
shingle itself ? 

Mr. Case. Yes; to a certain extent. We are shipping a great 
many by water to-day to New York, green. 

Senator McCumber. When you made the statement about these 
Canadian shingles being both narrower and shorter than the stand- 
ard, you meant to say that that was brought about by the kiln- 
drying? 

Mr. Case. No, sir. It did not take as much timber to make them, 
or they did not weigh as much. You take an inch off a 16-inch 
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shingle and you know what you have. When you cut oflf 1 inch 
you nave cut oflF quite a bit in weight, and some of them are trying 
to get their cost out by cutting down on the timber and also on the 
weight. I never saw a shingle coming from the United States that 
was cut that way. But I have seen a good many cars that came 
from Canada, rrobably there are American manufacturers that 
went up there that could not make them down here. 

Senator Walsh. There is another line of inquiry that I want to 
take up for the record. Possibly it has been already covered; and 
if so, I shall not pursue it. To what extent have roofing substitutes 
affected the roofing business ? 

Mr. Case. I could not tell you just exactly, but it has been to 
quite an extent. 

Senator Walsh. The only fact I noticed that impressed me more 
than anything else in a recent visit to my home was the extent to 
which people were using substitutes for shingles. I do not know 
of anything that impressed me so much in the several houses thftt 
I saw under construction. It has affected the business pretty 
generally throughout the country, has it not ? 

Mr. Case. It has to a certain extent, although the demand for 
shingles has continued good. There has been a great increase in 
builaing since the shingle industry started on the coast. 

Senator Walsh. The extent to which they are using these sub- 
stitutes must affect the business. 

Mr. Case. It undoubtedly does affect the business. 

Senator Watson. The Tariff Commission reports that substi- 
tutes have affected the consumption of lumber 20 per cent. 

Senator McCumber. Let me ask you one or two questions di- 
rectly iu point, Mr. Case. Are you operating your mills now ? 

Mr. Case. At half time. 

Senator McCumber. And at a loss ? 

Mr. Case. At a loss; yes, sir. 

Senator McCumber. Are the Canadian mills operating the same 
way? 

Mr. Case. The Canadian mills, sir, are operating on full time and 
some of them double time. 

Senator McCumber. And they are importing now ? 

Mr. Case. They sell 80 per cent of their sningles in the United 
States. 

Senator McCumber. Then how is the shingle business generally 
throughout the State of Oregon; are the mills running at fml capac- 
ity? 

Mr. Case. At least 50 per cent of the mills in the State of Oregon 
and Washington are shut down. 

Senator McCumber. And the other 50 per cent are running at 
capacity ? 

Mr. Case. The other 50 per cent are running anywhere from 
half to fuU capacity. 

Senator McCumber. That is evident, in the general aspect, that 
the Canadians are able to compete now and run their mills at full 
capacity as against nmning ours at about half capacity and half 
of the others running 20 to 50 per cent ? 

Mr. Case. Yes, sir. 
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Senator Smoot. If you were running full time and producing 
shingles as cheaply as it is possible to produce them, could you not 
drive out the Canadian importations ? 

Mr. Case. No; we would not drive them out at 50 cents duty. 

Senator Smoot. Then you are not satisfied with 50 per cent ? 

Mr. Case. I think that the committee that asked for a duty of 
60 cents was very moderate in their request. You take a Royal 
shingle to-day, the rate of exchange into the United States is $1 a 
thousand; on a Perfection, the rate of exchange into the United 
States is 41 cents; on a Perfect the rate of exchange that they save 
over our money here is 30 cents a thousand. I think they are 
mighty liberal when they suggest 60 cents. I will give you a little 
information— that is, I have never seen it: The cost of timber in 
this country and the carrying charges, part of which is necessitated 
hy our hign taxation that we are going to have here and which it is 
necessary for us to have for a good many years — in Pacific and 
Grays Harbor coimties that I operate in, stumpage is worth from 
$3 to $4 a thousand. Some of this has been held oy the men who 
have owned it for as long as 30 or 40 years at a price of $3 to $4 a 
thousand, which is not unreasonable for the carrying cost, consider- 
ing that they have been paying taxes 30 or 40 years. A section of 
that timber costs us on the average about $100,000; it is a heavy 
stand of timber; it is an old-growth timber; it is timber that is 
ripe and that should be cut. You take at a low rate of interest on 
$100,000 for a section of timber, and it will cost you $6,000. The 
taxes on that timber runs from $1,000 to $1,200 a section a year, 
making a carrying cost for a section of timber in our country there 
of over $7,000 a year. 

I will take you over to British Columbia, and show you Crown- 
grant land, and I am giving you these figures so that you may see the 
diflerence in our carrying costs and see that it costs us more in our 
country. The Crown-grant land costs a little over $147 a vear to 
carry a section of timber in British Columbia. The licensed land is 
the same; that is, the carrying costs are about the same. The 
Crown-grant timber can be exported and the licensed land timber can 
not. So that we have in our country here 87,000 carrying costs, and 
the actual carrying costs. are taxes, fire prevention, interest, etc., 
amounting to 25 cents a thousand. On the Crown-grant lands in 
British Cohmibia vou pay about $150 per year per section untU you 
begin cutting, anc{ the Government carries it, and there are not any 
other taxes on it at all; it costs us 25 cents a thousand. If you carry 
this timber in the United States two years, we have absorbed the 
entire cost of the British Columbia timber to the manufacturers, so 
far as stumpage is concerned. 

The licensed land is not handled as the Crown grant, because on 
that the price fluctuates according to the price of lumber at the time 
the timber is cut. To-day it is 85 cents. Consecjuently, it will take 
a little over three years caiTving costs in the United States on 1,000 
feet of timber to cover the entire costs of licensed timber in British 
Columbia. There is handicap enough. 

I say that the conmiittee that came here and asked for 60 cents was 
mighty moderate, and if they had asked for $1 they would have asked 
for something reasonable. But we are not going to trv to go back 
and change it. You have 50 cents written m the Ford^ney bill, and 
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we are going to try to keep it there. We will file a brief showing these 
thing|s and giving you in every detail the cost of carrying timber, as 
that is something I have never seen touched on in this tariff proposi- 
tion, and that is one thing I wanted particularly to call your atten- 
tion to. 

Another thing I desire to bring before you is the railroad problem. 

Our railroads in this countrv are not getting any too much busi- 
ness. As I came across here 1 found thousands and thousands of 
cars standing on the sidinff empty. To-day British Colmnbia is 
shipping SO per cent of all the shiiij^es. that they cut, and our mills 
are standing still, and our railroads are lying still and they need the 
revenue, and the Government is providmg money for the revenue 
while we are turning this over to the Canadian roads to help take 
care of them. 

Senator Walsh. You brought Mr. Jamison here as a witness ? 

Mr. Case. We have a man nere who has operated in both places; 
but along that line 

Senator Walsh. I do not care to bring out anythinff further. 1 
simply wanted to know if there was a man here who had operated in 
both places. 

Mr. Case. We have men who own mills in British Columbia and 
who are operating mills both in British Colmnbia and Washington — 
I would say who own mills in British Columbia and Washington, 
but his Washington mills have not turned a wheel, and he is operating 
in British Columbia double time. You can draw your own conclu- 
sions as to whether it is better to operate in British Colimibia or 
here ? We have a man here who is a timber owner in British Colum- 
bia but not an operator there. 

Senator McCumber. Mr. Johnson, I believe that closes your testi- 
mony. 

Representative Johnson. Mr.McMastersisherewithalistof answers 
to a questionnaire which was sent to all of these shingle manu- 
facturers. From what has appeared you all can see that the opposi- 
tion seems to come from those who have invested American capital 
since the passage of the Underwood bill in British Columbia land 
grants with timber. 

Senator McCumber. What do you mean by '^questionnaire^' ? 

Representative Johnson. The shingle manufacturers sent a ques- 
tionnaire around to the shingle mills in Oregon and Washington, 
and the answers show that 90 per cent of fiQl those men favor a 
tariff on shingles. The exceptions, in most cases, are citizens of the 
United States ^th investments over in British Columbia who would 
haVe free trade in shingles. 

Senator McCumber. Mr. McMasters, you desire simply to file a 
brief? 

STATEMENT OF W. C. McMASTEBS, VICE PRESIDENT OF THE 
McMASTEBS SHINGLE CO., E:BNM0BE, WASH. 

Mr. McMasters. Our concern personally took this referendum of 
the Washington and Oregon shingles mills, and I have a sample of 
a postal card we sent out, with the retiuiis. I have been checking 
those over and find there are only a very few mills, except those 
American mills interested both in British (Columbia and Wasnington, 
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who have not simed the cards returned saying they are in favor of 
50 cents as found in the Fordney bill. 

I would just like to answer one question of Senator Walsh: We 
personally nave a representative selUng shineles in Boston whom 
the Senator probably Knows, and if he is cdllea you will find a com- 
parison of our prices against British Columbia shingles. We have 
on file many letters from them stating they can not send us business 
because the British Colmnbia mills undersell us. 

BEED AND RATTAN. 

[Paragraph 411.] 

STATEMENT OF CHABLES H. DEMAREST, REPRESENTING RAT- 
TAN AND REED IMPORTERS' ASSOCIATION, NEW YORK CITY. 

Mr. Demarest. I represent the Rattan and Reed Importers^ 
Association and also the American Brush Manufacturing Association 
of Philadelphia and the Importers' Association of New York. 

I myself am an importer of reed and rattan. This refers to schedule 
411 in the Fordney bill. Rattan is a raw material from which reed 
is made, and all rattan comes from the Far East, from the Dutch 
East Indies and other settlements in the Far East. It is shipped 
from there to China, to Germany, and to America, and used for a 
great many different purposes in addition to the manufacturing of 
reeds. 

Rattan has always been on the free list for many years past and 
under paragraph 648 in the present tariflf bill, and reeds unmanuf ac- 
tiu'ed have always been on the free Ust. The manufactured reed we 
know as a chair reed. Under paragraph 173 in the present tariff bill 
it now is paying a duty of 10 per cent. Reed manufactured is made 
in Germany by machines and made in America by machines from this 
raw rattan, and I might add that recently it has been manufactured 
in China by American machines which have been sent over there. 

Reed unmanufactured is of a different quality entirely, a different 
article you might say. It is a waste material. 

The Chinese take this rattan and slice it off by hand with a knife, 
and from what is left they pull it through a crude instrument, having 
a flat knife, by hand, and the product is a very cheap, inferior mate- 
rial; and this material has always been free, is known as a crude 
material, and has been so decided by the Customs Court of J ppeals in 
upholding the tariff under paragraph 648. 

It is used by broom^ brush, and basket manufacturers, whom I 
represent. This material sells to-day in the market at 9 cents a 
pound. It cost us landed at New York to-day approximately 7 cents 
per pound. 

In large quantities we sell it at 7^ to 8 cents. The machine-made 
reed which I have described previously is used in the manufacturing 
of chairs mainly and sells from 25 to 35 cents and up to 60 cents a 
pound, and even higher for small sizes. You see, it is made in differ- 
ent sizes. This is the size that is used generally for chairs for weaving 
[exhibiting sample to the committee]. 

Senator Walsh. Do the chair manufacturers manufacture that 
reed themselves ? 
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Air. Dbmarest. They do. They make it here of rattan. There 
are about 10 manufacturers in this country. These 10 manufac- 
turers make this reed mainly for their own use. 

Senator Walsh. TTie most of them are in my State, are they not? 

Mx. Dbmaeest. The Hayward Bros. & Wakefield Co. are the 
largest in the manufacture of these for their own use, and all durinjg 
these years they had very httle to sell to outside small chair or furm- 
ture manufacturers or for any other industry. 

I want to describe to you a little difference. In making this reed 
by hand the Chinese select a better ^ade than this, more round, 
which is used for chairs as well, which is used for baskets and other 
uses, and call it an extra selected or selected reed. That reed sells 
in the market to-day at from 15 to 25 cents a pound. It is also a 
hand-cut reed, and the Customs Court of Appeals has said that as 
this is not used for chairs it is free. It is a crude material, used 
for other purposes than chairs, for baby carriages, and other things. 
But they made a clear distinction, because the tariff says '* chair 
reeds," imder paragraph 173. 

Senator Simmons. It is the same reed ? 

Mr. Demarest. It is the same reed. But it is mainly used for 
other purposes than chairs. A small proportion of this is selected 
out, that IS of a better quality, that we do bring in and sell to a lot 
of small people who can not afford to pay a price that manufacturers 
like the Hayward Bros. & Wakefield Co. wul not give them. They 
naturally want to protect their own trade and for their furniture — we 
do not deny that — that they have never had enough reed for the 
smaller people, of which there are hundreds and hundreds. 

Senator Simmons. Is it produced in this country? 

Mr. Demarest. It is not produced here. There is no hand-cut 
reed produced here. It is a crude material and employs a great 
many Chinese in cutting it by hand. 

Senator Dillingham. Are either of these varieties used in the 
manufacture of brushes ? 

Mr. Demarest. Yes; what we call the cheapest common reed is 
used for brooms and brushes. 

Senator Smoot. In the wording of the bill under consideration, 
what is the distinction you speak of ? 

Mr. Demarest. The present bill — the Fordney bill — does make a 
distinction. It says in the Fordney bill — ^you will notice a very 
peculiar paragraph 

Senator Smoot. In the Underwood bill, also in the Payne-Aldrich 
bill, there was a distinction you speak of, but I do not see that there 
is any in the Fordney bill. 

Mr. Demarest. les. Senator; there is a distinction, and that is 

i'ust what I am here for to protest against ni«ifJy for the broom and 
>rush manufacturers. That distinction is this: lliey say in their bill, 
for the purpose of assessing duties, hand-made reed or cane shall be 
held to DC comparable in value to machine-cut reed or cane of corre- 
sponding sizes. That is dangerous; that is a bad clause. 

Senator Smoot. I think that clause was put in there from the 
wording here that you complain of in two other bills. 

Mr. Demarest. It does not get away from what we object to. It is 
a restricted tariff on the broom manufacturers. Here is reed as low as 
7i to 8 cents a pound — say, 7 cents it cost us. Twenty per cent based 
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on the value of machine-cut reed of comparable size which the broom 
manufactiurers use would make the duty 12 cents a pound on 7-cent 
reed, and therefore restrict the broom manufacturers from using it. 
In other words, there would be 150 per cent duty according to that 
clause assessed on reed, hand made. 

Senator Watson. You do not understand that this puts any duty 
on the raw reed or rattan manufactured ? 

Mr. Demarest. I understand it puts a duty on this unmanufac- 
tured reed. There is no other clause providing for it. They have 
taken it out entirelv from the free list, where it has always been. 

Senator Smoot. What vou want is a lower rate, if any rate at all, on 
that used in brushes and brooms. This, however, places, as you say, 
a duty upon all of them, and does away with the discrimination which 
is proviaed in the Underwood and Pavne-Aldrich bills. What you 
complain of is this cheap reed ; you think it ought to be on the free list ? 

Mr. Demarest. I certainly do; the same us rattan. 

Senator Smoot. Then there would have to be 

Mr. Demarest (interposing). That clause should be stricken out 
and it should be put in the free list with rattan and split bamboo. 

Jienator Walsh. How do you make the distinction ? 

Mr. Demarest. The hand-cut reed is imported as hand-cut reed of 
either three qualities. During this year there has been very little 
imported of tne best grades of these reeds. It is used mainly now 
for brooms. 

Senator Walsh. I suppose the hand-cut is of different qualities, 
leadingup to almost as good reed as the manufactured. 

Mr. Demarest. No; not as good quality. The manufactiu'ers used 
it during the war. It was the salvation of the American factories and 
the industry of chair making and basket making grew enormously. 
There were small firms all over the coimtry. We have a law:e list of 
customers who depended absolutely on this hand-cut reed during the 
war, and they comd not get it from Germany. American manufac- 
turers were selfish enough to use it for themselves, naturally. Why 
should they not? It was perfectly proper, but we came and im- 
ported quite a quantitv of tnis China reed and distributed it around 
the country and kept tnat industry working. 

Senator Smoot. You are complaining, men, of the 20 per cent ad 
valorem on the reed bought and manufactured ? 

Mr. Demarest. We tmnk that under the American valuation that 
rate is too high. 

Senator Smoot. What are you selling the best grade of hand-cut 
reed for ? 

Mr. Demarest. From 15 to 25 cents a pound for the best grade of 
the hand -cut reed. 

Senator La Follette. What would the rate be under the American 
valuation ? 

Mr. Demarest. The American reeds are selling anywhere from 60 
to 70 cents a pound, and if they are valued at that the rate would be 
12 cents a pound duty on an inferior reed. 

Senator Smoot. State just what you want. You want a specific 
duty? 

Mr. Demarest. We want a specific duty on the better qualities. 

Senator Smoot. And less than 20 per cent on the cost value ? 

Mr. Demarest. And less than 20 per cent on the cost value. 

81527— 22--SCH 4 4 
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Senator Smoot. If you put a specific duty on, then will come 
directly to the other dilemma of imposing a specific duty on the 
low-priced reed in comparison with the higher pnced. 

Mr. Demarest. But you can specify on the two better grades. 

Senator Smoot. I am saying if you take out the cheaper reed and 
put it on the free list, then what percentage do you want here ad 
valorem — ^because that is the proper way to have it. 

Mr. Demarest. Ten per cent, tne same as it was before. 

Senator Curtis. There was very little imported dutiable came in t 

Mr. Demarest. $170,000. It has been cut down since the war. 

Senator Curtis. Then it was a matter of revenue. 

Mr. Demarest. It looks to me as if it was for revenue, but there 
must be another reason there. 

Senator Curtis. When it was free, rattan went up to $3,000,000. 

Mr. Demarest. Rattan is a very large article, if they wanted 
revenue; why not put a specific duty on rattan? As you say, a 
2-cent specinc duty on rattan would oring the revenue. I am not 
advocatmg that, however. 

Senator Smoot. Take it from the free list and put it where you 
have it, where you have asked. 

Mr. Demarest. Reeds unmanufactured ought to stay there on the 
free list, and split bamboo is there, which is another article for brooms, 
an article which costs 3 cents, and they put on it 2 cents a poimd duty, 
in the Fordney bill, and it has always been free. It is a broom- 
maker's material. 

You gentlemen were speaking about watches while I have been 
here. A wrist watch and a 17-jeweled watch. It is iust as wrong 
to put value on a wrist watch as a 17-jewel watch, ana place a duty 
on that as it is on this raw material calling it something else, calling 
it a machine reed for dutiable purposes. 

Senator Dillinoham. While we are speaking about that, what class 
of .brushes are manufactured from reeds ? 

Mr. Demarest. We make these push brooms and street brooms, 
and they fill the com broom with these, in the center. I might cite 
an instance why the Ainerican manufacturers do not need protection 
on this material. Here is a card from Hayward Brothers & Wakefield 
Co., received recently, oflfering the waste material from the rattans 
that they cut at 5 cents a pound for broom purposes, so that if the 
broom manufacturers wanted to use this they could do it. They do 
not need the protection. Our material sells to-day under the most 
reduced price at 7 cents per pound. It was selling up as high as 20 
to 25 cents for the cheapest material. So that the manufactiirer 
does not need protection on any material he makes into brooms. 
It is waste. 

Senator Smoot. Supposing we imposed a duty of 2 cents a pound 
on rattan for revenue purposes, what effect would that have upon 
the manufactured and wrought rattans ? 

Mr. Demarest. I think there will be other people here who will 
speak on the question. I am not interested as a manufacturer of 
rattan. 

Senator Smoot. That is what I wanted to find out. 
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BRIEF OF CHARLES H. DEMAREST, REPRESENTIKQ THE RATTAN AND REED 
IMPORTERS' ASSOCIATION* NEW YORK CITY. 

This brief refers to Fordney tariff, Schedule 4, paracniph 411, and free list, Schedule 
16, paragraph 1683. Unmanufactured hand-cut reeds have always been classed "free 
of duty^/* 

This'is a raw material imported from China, mainly for use in brooms and baskets, 
and the better selections for cheap chairs, furniture, and baby carriages, and wicker 
goods of all kinds. 

This article is not made here by hand and is not grown here, therefore, I submit, 
should be free of duty, as it does not interfere in any way with the sale of domestic 
reed. 

Paragraph 411 would assess duty on this low grade of reed on the same value as 
other reea made here by machinery, by a few very large manufacturers, causing 
the duty to run (instead of 20 per cent as intended) not less than 150 per cent; as 
American-made reed in small sizes would be worth 60 cents per pouna, against a 
value on broom or basket reed of 7 cents per pound, making tne duty 12 cents per 
pound on a 7-cent article. 

There are other grades of hand-cut reed which are known as selected and extra 
selected. The same inconsistency in a lesser degree would apply to the levying 
of duty on the same basis of value on these other ^des. 

We respectfully submit that this is a raw matenal, the same as rattan, and should 
be inserted in paragraph 1683, as it is used mainly in the manufacture of brooms, 
baskets, furniture, baby carriages, etc., as is rattan, which is used for the same and 
other purposes, and that a duty which would certainly exclude importation should 
not be placed on this article. 

We submit in paragraph 411 that the words "For the purpose of assessing duties 
hand-made reed, or cane, shall be held to be comparable in value to machine-cut 
reed, or cane, of corresponding sizes, *' be omitted, as it is a most aggravating clause. 

Also, "split bamboo, 2 cents per pound, " be omitted, and that in paragraph 1683 
be insertea "Split bamboo, ana hand-cut reed, unmanufactured, for brooms, brushes, 
baskete, etc., free, " as it is free under paragraph 648, act of 1913. 

There is another article known as machine-cut reed, imported from Germany and 
China, which compares in value with machine-cut reed made in America by a few 
American manufacturers only, mainly for their own use. 

Most manufacturers depend on imported reed for their supply, as enough reed has 
never been produced in this country to supply the very large demand for the various 
purposes, therefore, recommend that a competitive auty be assessed, not over 10 
per cent ad valorem on all machine-made reed, same as present tariff schedule D, 
paragraph 173. If the Government needs revenue, a 10 per cent duty ad valorem, 
or a specific duty of 2 cents per pound, be placed on rattan, which is also a raw ma- 
terial, and is on the free list under the present and previous tariffs. 

STATEMENT OF WILLIAM 8. FEBBI8, BEPBESENTING THE BED- 
WAY MEBCANTILE CO., ELKHABT, IND. 

Senator Smoot. You want to speak on paragraph 411 ? 

Wt. Ferris. Yes; paragraph 411. 

I represent the Siaway Mercantile Co., of Elkhart, Ind., manufac- 
turers of baby carriages and reed furniture. With your permission, 
I wiU speak for manufacturers who were here on last Friday and 
Saturday but who were not able to remain over. 

Senator Smoot. Do you also speak for William A. Ryan ? 

Mr. Ferris. No, sir. I speak for Mr. Bloch and for other manu- 
facturers whose names are appended to the brief which I will hand to 
you in a moment. 

We believe, in the first place, in the principle of a protective tariff, 
and we believe in establishing a rate of duty on reed which will repre- 
sent the difference between the labor cost of production in China and 
in the United States. 

The present duty on reed under the Payne-Aldrich bill is 10 per 
cent. The measiu'e under consideration proposes to impose a rate of 
duty of 20 per cent. 
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Senator Smoot. You want 10 per cent? 

Mr. Ferris. We want 10 per cent. You have been advised by- 
witnesses who preceded me that reed is cut from rattan and that no 
rattan is grown in the United States. 

Senator Smoot. Would you have any objection if we put rattan 
on the dutiable list ? 

Mr. Ferris. Not at all, if you want rattan on the dutiable list, 
but we would suggest that the rate on rattan be 10 per cent if 20 per 
is imposed on reed 

Senator Smoot (interposing) . Do vou want a proviso here saying 
that for the purpose of assessing duties, hand-made reed or cane 
shall be held to be comparable in value to machine-cut reeds or cane 
of correspondingsize ? 

Mr. Ferris. We think that is unfair, because hand-made reeds are 
of much less value than machine-cut reeds. 

Senator Smoot. In other words, you would prefer to agree to a 
2-cent rate, or whatever rate it is desired to put upon rattan ? 

Mr. Ferris. We are perfectly willing to pay an ad valorem rato 
on hand-cut reed. 

Reed is an absolutelv essential material for the manufacture of 
baby carriages and reed furniture. No substitute material of equal 
value can be found. 

No other single itena of material entering into the cost of baby 
carriages and reed furniture that equals in value the reed used. 

The baby-carriage manufacturers in the United States have a 
capital investment of approximately $15,000,000. 

They employ, under normal conditions, about 8,000 operatives. 

There are upward of 100 manufacturers of furniture, by whom 
reed and winoin^ cane are used. These manufacturers nave an 
investment of aoout $40,000,000 and employ normally 27,000 
operatives. 

Senator Smoot. What is the China hand-cut reed worth per pound 
to-day? 

Mr. Ferris. From 15 to 25 cents per pound. 

There are about 10 American cutters of reed, only four of whom, I 
understand, cut reed in any large quantities. I am advised by what 
seems to be dependable authority, that they have invested m that 
industry approximately $3,000,000 and employ not over 600 opera- 
tives. 

Reed is, as I think I have said, an absolutely essential material in 
the manufacture of baby carriages. There is no single item of 
material entering into the manufacture of baby carriages and reed 
furniture that can be used as a substitute. . 

Senator Smoot. What is the percentage of labor cost ? 

Mr. Ferris. As compared with the material cost ? 

Senator Smoot. What percentage of the total cost of the baby 
carriage is labor cost ? 

Mr. Ferris. About 35 per cent, I think. I think that would 
cover it. 

You understand, of course, that there is no hand-cut reed made in 
the United States. The machines used for the purpose of cutting it 
are largelv manufactured by one single manufacturer, and he, I am 
advised, has supplied a large proportion of the machines used in 
China as well. 
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That manufacturer tells me that one machine will produce in 
nine hours 334 pounds of reed, in sizes from 4 to 6 milliineters* 
Granting that the operator receives 50 cents an hour, which is high> 
the labor cost is less than 1.5 cents per pound. 

Senator Smoot. That is cutting alone. 

Mr. Ferris. Then there is the handling charge of perhaps half a 
cent a pound. Mr. Demarest said to you that the cost of Chinese reed 
varies from 15 to 25 cents per pound. A 10 per cent ad valorem 
rate — the rate under the Payne-Aldrich bill — applied to that amounts 
to as much as or more than the entire labor cost of producing the reed 
in the United States. 

As I said to you a moment ago, we appeal to you most earnestly 
to keep the rate at 10 per cent, or, as it now appears in the Payne- 
Aldrich bill, and not to raise the rate to 20 per cent. 

Of these 10 American manufacturers to whom I referred a moment 
ago, 4 of them are American manufacturers of reed furniture, that 
is to say, they are producing furniture and baby carriages, and 2 
of them are lai^e operators. If this rate is increased to 20 per cent, 
it will give them a distinct advantage in the cost of the largest 
item of material over our manufacturers who are buying the imported 
reed. There are 4 of them; there are 130 of us. This increase 
would give them a distinct advantage over U3. It would give them 
an advantage which it will be very hard for us to overcome. It 
means that this amount will have to be taken out of the present 
profits of the manufacturers, or passed on to the consumer, and when 
the overhead is added, it is quite a burden by the time the article 
reaches the .consumer. 

Senator La Foixettb. About what per cent does the burden, or 
the overhead, bear to the entire cost? 

Mr. Ferris. On the material or reed ? 

Senator La Follette. I mean the reed. 

Mr. Ferris. Between 46 and 60 per cent. In other words, you are 
trymg to arrive at what is profit ? 

Senator La Follette. No, not yet; I was trying to find out just 
how badly you would be affected by those two or three factories 
having tms advantage on the materials. Now, what percentage of 
the cost of the baby carriage is the reed ? 

Mr. Ferris. May I answer that in a different way? If we take 
the Chinese reed at 20 cents a pound to-day and apply the 10 per 
cent ad valorem, the duty would be 2 cents a pound. If you apply 
the American valuation and the proposed 20 per cent rate of duty to 
that same quality of reed, which would sell in this ooimtry at 40 
cents, the duty would be 8 cents, or an increase of 6 cents. It takes 
about 7.6 poimds to make a baby carriage that will sell around $18. 

Senator Smoot. Do they charge 100 per cent more when they sell 
reed in this country than if it is the Chmese reed ? 

Mr. Ferris. The American price is very much higher than the 
Chinese price. 

Senator Smoot. You said 100 per cent. 

Mr. Ferris. Pardon me. I do not follow your question. 

Senator Smoot. Your illustration was 20 cents for Chinese reed 
and 40 cents for American. That is 100 per cent. Is there that 
difference? 
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Mr. Ferris. There is that difference. The increase in the cost of 
this item of raw material would be 45 cents for this baby carriage. 
It sells for $18. Yinhiat we are asking for is that the rate be continued 
at 10 per cent. 

Senator La Follette. You stated at the outset that you thought 
the duty should be based upon the difference between the cost of 
production 

Mr. Ferris (interposing) . The labor cost. 

Senator La Follette. Yes; the difference in the labor costs. 

Mr. Ferris. Yes; to protect the American workman. 

Senator La Follette. Now, in order that we may get at the 
difference in the cost of l^bor in the manufacture of baby carriages, 
will you file a statement of just what proportion of the total cost is 
direct labor? You would not claim it is as high as 45 per cent, of 
course, or anything like it, because a large part of the worn of getting 
out baby carri^es is accomplished by machinery. Isn't that truel 

Mr. Ferris. This reed is all woven by hand, Senator La Follette. 

Senator La Follette. I understand 7.5 pounds of reed is woven 
by hand. 

Mr. Ferris. Yes. 

Senator La Follette. How long does that operation take ? 

Mr. Ferris. That is according to the design and the pattern. 

Senator La Follette. Of course that would be true, but I am 
asking for the average time. 

Mr. Ferris. From two to eight hours. 

Senator La Follette. What are you paying your common labor? 
You employ some common labor, do you not ? 

Mr. Ferris. Yes. We pay 30 cents an hour — 25 or 30 cents an hour. 

Senator La Follette. Well, which is it ? 

Mr. Ferris. It varies according to the class of work. The average 
would be 30 cents. 

Senator La Follette. That is the average of all the labor ? 

Mr. Ferris. The average for common labor. 

Senator La Follette. What proportion of your pay roll is 
common labor ? 

Mr. Ferris. Thirty per cent. 

Senator La Follette. About 30 per cent? 

Mr. Ferris. About 30 per cent; yes, sir. 

Senator La Follette. You are speaking now in numbers or costs ? 

Mr. Ferris. In numbers. 

Senator La Follette. What percentage of your total labor cost is 
common labor? 

Mr. Ferris. Twenty per cent of the total labor cost. 

Senator La Follette. Do you call weaving common labor ? 

Mr. Ferris. We do not. 

Senator La Follette. What part of the labor that enters into the 
making of baby carriages is common labor ? What do they do ? 

Mr. Ferris. The handling of the material. 

Senator La Follette. Tlie sorting, you mean ? 

Mr. Ferris. Sorting, handling, trucking, and items of that kind. 

Senator La Follette. I think I have your address, have I not ? 

Mr. Ferris. Elkhart, Ind., is my address. Are there any other 
questions ? 

Senator Smoot. No; thank you. 
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BBIX7 OF WnjiZAM S. FB&KIS. RBPRBSEimva THE SIDWAT XB&OAVTZLS 00.. 

ELKHABT. IITD. 

This brief, subscribed to by the manu&cturers of baby carriages and furniture in 
which reed and winding cane is used — ^whose names are appended hereto — relates 
to paragraph 411 of bill H. K. 7456, which places an ad valorem duty o! 20 per cent 
on ^'reed wrought or manufactured from rattans or reeds/' 

We believe firmly in the principle of a protective tariff and in the protection of 
American workmen. We have no eomplaint to make against a proposal to establish 
a rate of duty on reed which will equal the difference between the labor cost of pro- 
duction in China and the United States. 

The rate appearing in the Fordney bill grants a very much larger measure of pro- 
tection than IS needed for that purpose. 

All reed manufactured in the United States is machine cut. None is cut here by 
hand. One machine carefully operated will produce an average of 334 pounds of 
reed measuring 4 to 6 millimeters in nine hours. Granting that the operator receives 
50 cents an hour, which is high, the labor cost is less than 1) cents per pound. 

The duty imaer the Payne-Aldrich measure — ^that is, 10 per cent ad valorem on 
imported reeds 4 to 6 millimeters in size — ^ranges from 1} to 3 cents per pound, or more 
than the entire labor cost of production in the United States. 

Reed is cut from rattan grown in the Far East. No rattan is grown in the United 
States. 

Winding cane is a product of rattan and carries the same rate of duty as reed. 

Reed is an absolutely essential material for the manu&cture of baby carriages and 
reed furniture. No substitute material of equal value has been found. 

No other single item of material entering into the cost of baby carriages and reed 
furniture equals the value of the reed used. t 

The baby carriage manufacturers who subscribe to this bri^ have a capital in- 
vestment of approximately $15,000,000 and employ normally 8,000 operatives. 
The furniture manufacturers, 100, or more in number, who use reed and winding cane 
have a capital investment of approximately $40,000,000 and employ normally 27,000 
operatives. 

We are advised on ^ood authority that the American cutters of reed, 10 in number, 
have invested in that industry pot to exceed $3,000,000 and employ in the cutting and 
handling of reed not in excess of 600 operatives. 

At least four of the American cutters of reed manufacture baby carriages and furni- 
ture in which reed and winding cane is used. 

We, the undersigned manufacturers protest most earnestly against the proposed 
increase in the rate of duty on reed, because it gives these four manufacturers an un- 
warranted advantage over their competitors who do not cut their own reed, an ad- 
vantage to which mev are not entitled. 

It may be suggested that this advantage can be overcome by cutting our own reed. 

The answer is that it is impracticable for a large number of concerns to cut reed in 
the United States, because there is only a limited market for the by-products, which 
represent at least 25 per cent of the raw rattan. # 

These by-products are used in China in the place of heavy wrapping twine and 
are woven into matting which is used in place of heavy wrapping paper and burlap. 

Some conception of the profit made can be obtained from the following figures, 
quotations made in April, 1921: 



Overseas 
Rattan & Cane 
Manufacturing 

Co., Ionia, 
Mich. 



J. A. Dunn Co., 
Cardner, Mass. 



Uoywood- 
WakcHcld Co., 
Baltimore, Md. 



American 

Rattan & Reed 

Manufacturing 

Co., Brooklyn, 

N.Y. 



Reed webbing per snuare foot 

Close cane webbing in the various 
grades as per printed price list. 

Comnion No.2cane 

Wnch rtit 

No. 2 reed winding 

4-iiiitttmotcr cut reeds 

3|-inilIimoter cut ree>ls 



18 cents less 10.. 
35 cents less 10.. 

31i cents less 10 



37.50 cents loss 10 



18 cents less 10.. 
■35 cents less 10.. 

31} cents less 10. 
40 cents less 10.. 



IS cents less 10.. 
35 cents less 10. . 

31} cents less 10. 
40 cents less 10.. 



40 cents less 18. 
54 cents less 10. 



40 cents less 10. 
5 (cents less 10. 



18 cents less 10. 
35 cents less 10. 

31} cents less 10. 
40 cents less 10. 
37 .50 cents less 10. 
40 conts less 10. 
54 cents less 10. 
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The following coet figures are taken from the production records of an Americui 
manu&icturer: 

Loontie rattan cost in April, 1921, at Singapore: Per pound. 

112 per picul, or $0. 09 

Ocean and overland freight 03 

Waste in cutting, 25 per cent of original cost plus freight 03 

Cost of labor for cutting 015 

Total 165 

Overhead charges, 50 per cent 0825 

Total 2476 

To this coet of |0.24i per pound must be added a profit— assuming a profit of 25 p^ 
cent, which is. a vastly laiger profit than any baby carriage or chair manufacturer can 
show — the finished product could be sold at a price of 32 cents per pound ^ with a 25 
per cent profit. From the quotation listed above, it will be seen that American manu- 
ttcturers were asking $0.40 a pound for 4-millimeter reed. 

In April, 1921, the best grade of machine-cut Chinese reed, 4 millimeters in size, was 
offered for sale in the United States at 31 to 34 cents per pound, carrying charges to 
port of entry and duty paid. 

We protest against a 100 per cent duty increase and ask that the duty on reed and 
winding cane be no higher than that imposed under the Payne- Aldrich bill, which is 
10 per cent ad valorem. 

If the Government feels that its financial needs require that the baby-carriage and 
reed-fumitiu^ industry contribute this increase in revenue, then we most respect- 
fully urge that a 10 per cent ad val(»«m duty be placed upon rattan. 

Carriage & Toy Co^ Baltimore, Md.; Picks Keed Co., Cincinnati, Ohio; 
Bloch Go-Cart Co., Philadelphia, Pa.; C. H. Hartshorn, Gardner, Mass.; 
H. N. Thayer Co., Erie, Pa.; The American-National Co., Toledo, 
Ohio; The 'toledo Metal Wheel Co., Toledo, Ohio; The Gendron Wheel 
Co., Toledo, Ohio; Sidway Mercantile Co., Elkhart, Ind.: L. B. Kams- 
dell Co., South Gardner, Mass.; Topliff-Ely Co., Washington, Pa.; 
Travers Manu&icturing Co., East Templeton, Mass.; South Bend Toy 
Manufacturing Co., South Bend, Ind.; Meinecke Manufacturing Co., 
Milwaukee, Wis.; The Fulton Co., Bay City, Mich.; Union Manufac- 
turing Co., Gardner, Mass.; Murphy Chair Co., Owensboro, Ky.; 
Morristown Chair Co., Morristown, Tenn.; Piedmont Chair Co., Ashe- 
boro, N. C; Frankfort Chair Co., Frankfort, Ky.; Chair Makers Union, 
Tell Citv, Ind.; Green River Chair Co^ Livemore, Ky.; Fischer Chair 
C4>., Tell City, Ind.; Troy Chair Co., Troy, Ind. 



Supplemental Brief. 

Our original brief contains the statement ''that no material of equal value has ever 
been found as a substitute for reed.'* 

A witness testified before you on August 29 that a substitute exists for reed which is 
of equal value and can not be distinguished from reed, that a large number of manufac- 
turers are now using this substitute, and that a large proportion of the baby carriages 
now being manufactured are made of the substitute. The substitute referred to is 
twisted paper, or '* fiber/' as it is commercially known. 

In order to prevent fiber from absorbing moistiu^ its pores must be completely filled 
with a casein solution, and when so treated the surface is smooth and wnl not hold a 
finish. If treated so that the finish will adhere to the surface, the fiber when brought 
in contact with moisture will absorb enough moisture so that it swells and the fiiush 
drops off. 

Reed does not have to be so treated, and because of its porous natiu^ retains a finish 
indefinitely. 

Fiber is very much heavier in weight than reed and produces a much heavier baby 
carriage. The weight of her carriafi;e is of vital importance ^3 a mother in the weak- 
ened condition in which she is left following childbuth. 

It must be obvious, therefore, that the substitute falls far short of baing equal to reed . 

During the war, when importations of reed and rattan were limited or cut o.T entirely, 
baby carriage manufactiu^rs used the substitute, which is woven into sheets by 
macninery, and skilled labor is not required in applying it to baby carriage and 
furniture frames. 
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Some babv carriages are still being made of this substitute material, but by far the 
greater number are made of genuine reed. 

The statement was also made by the witness referred to that the labor costs of pro- 
ducing a pound of reed which appear in the original brief filed by us are incorrect. 
These figiires have been subsequently checked and found to be correct. 

STATBMBNT OF CABL QEIlDAXr, BBPRBSBNTINQ THB OTTO 

OBBDAXr CO. 

Mr. Gerdau. We believe that ,the present duty of 10 per cent on 
reeds and cane and the duty of 20 per cent on them proposed by the 
House of Representatives are both too high. We believe that reeds 
and cane should be on the free Ust, because they are used only as raw 
materials. They are the raw materials of the wicker furniture, baby- 
carriage, toy, and whip manufacturers. 

The following are the largest reed and cane producing concerns in 
the United States: American Reed & Rattan Co., The Heywood Bros. 
& Wakefield Co., John A. Dunn & Co., and Ypsilanti Keed Furni- 
ture Co. 

Of these the American Reed & Rattan Co. is the only one which 
limits itself to cutting and placing the reed and cane on the market. 
All the other firms which I nave mentioned, after cutting their reeds 
from the rattan, use same for their own furniture and baby-carriage 
factories, though thev also sell their reeds to the thousands of smaller 
fumitiu'e factories which do not cut their own. 

We beUeve that the only reason why these few large f urnitmre con- 
cerns which I have just mentioned desire a tariff on reeds is because 
a tariff will aid their furniture business. They have the natural, 
though selfish, desire either to keep their thousands of smaller com- 
petitors without reeds and cane entirely or to sell to them at prices 
sufficiently high to make their serious competition in furniture impos- 
sible. A duty on reeds makes it possible for the few large furniture 
companies to do this. 

Any duty on reeds, therefore, gives the few large furniture com- 
panies who cut their own reeds an immense advantage over the 
thousands of smaller fimiiture factories who do not cut their own 
reeds. We beheve that this is the only reason why the former have 
asked for a tariff on reeds. 

In this connection it is significant to note that the American Reed 
& Rattan Manufacturing Co. produces reeds and cane, but does not 
manufacture fumitiu'e, and did not submit a brief or appear before 
the Ways and Means Committee. 

With the exception of the Ypsilanti Reed & Furniture Co., in whose 
behalf Mr. Green spoke this morning, all the reed-producing firms I 
mentioned before have been in business for many years prior to the 
war, some of them from 30 to 40 years. It can therefore hardly be 
argued that the reed industry needs protection because it is a new 
one; nor was there really any reason why they should do so, because 
there has never been a time when so little reed and cane have been 
imported as at present. Before the war about $1,500,000 worth of 
re^ and cane were imported annually. The total imports at all 
ports, according to customhouse figures, were: May, $35,119; June, 
$36,137; July, $34,532. In comparmg tnese imports with the prewar 
avera^ one must Dear in mind tnat the present prices are still 50 pw 
cent above the prewar average. 
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When the few large furniture manufacturers who make their own 
reeds and cane appeared before the Ways and Means Committee, they 
appeared very much worried over competition from Chinese machine- 
cut reeds. The figures which I have just given certainly do not 
justify any fear on account of Chinese machine-made reeds, because 
fully half of the imports during this three-month period were from 
Germany, and the bulk of the remainder, if not all of it, was Chinese 
hand made and not machine made. The Chinese hand-made reed 
is so inferior that it does not compete against American reed. 

As a matter of fact, the attempt to teach the Chinese to use ma- 
chinery has been made over and over again, and always resulted in 
failure. The Grerman manufacturer from whom we are getting our 
reeds opened a reed factory in the East several years before the war. 
For a short time thinjgs went fairly well, but before long inefficient 
oriental labor had ruined the machinery and the plant was closed 
down. It would not pay to use skilled white labor, because such 
laborers would ask much nigher wages than they get here in order to 
induce them to live in the Orient. Since then Hejrwood Bros. & 
Wakefield have opened a plant in Singapore, but this also has not 
been a success. The last to try the experiment were the Ypsilanti 
people, who have lately sent reed machinery to Singapore. 

So that the committee may reaUze how absolutely imaginary is the 
fear of Chinese machine-made reeds and judge for themselves that 
this argimient is only brought up with tne purpose of obtaining a 
monopoly of the reed-furniture industry through a tariff on reeds. 
We should be very glad indeed if you would cable the American consul 
in Singapore, asking him to submit the value of all machine-cut reeds 
exported to the Umted States, say, during the last six months. 

Furthermore, the reed and cane cutting industry is not an impor- 
tant one as far as the number of laborers employed by it is concerned. 
There are not more than 500 men employed in the United States for 
the actual cutting of rattan into reed and cane. 

A duty on reeds, therefore, can only benefit a small nimiber of 
people, while it harms all the thousands^ of small furniture, baby car- 
riage, and toy manufacturers, who employ between 100,000 and 
200,000 men. 

We therefore ask that the duty on reeds be repealed. This will 
place all the small wicker-ware manufacturers who do not cut their 
own reeds on a fair and egual basis with the few large manufacturers 
who do cut their own reeas and cane. 

SPLIT BAMBOO. 

[Paragraph 411.] 

STATEMENT OF F. A. STEIEBT, BEPBESENTINa A. STBIEBT 

<fe SONS. 

Senator Smoot. Have you tried to agree on some one to speak on 
paragraph 411 ? 

Mr. Steiert. No, sir. I have one of the simplest problems you 
have had to tackle. The product or article in which I am interested 
is different from any of the articles these gentlemen have spoken about. 
It is a very simple proposition, and I shall not take more than three or 
four minutes to explam it. I represent the firm of A. Steiert & Sons. 
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We are manufacturers of municipal brooms for street-cleaning pur- 
poses. We supply 149 cities. We are relying entirely on this raw 
material to make our brooms from. There is a proposed tariff duty 
of 2 cents a pound on it, or 66 § per cent. There are but two vital 
points to be dwelt upon, and I shall not take more than three or four 
minutes to present tnem to you. 

Senator Smoot. There is not a 2-cent rate in the bill. 

Mr. Steiert. In paragraph 411. 

Senator Smoot. i ou are speaking now of what ? 

Mr. Steiert. Of split bamboo. It is in there in six little words. 
It is in so small a space that it might easily escape your notice. 

Senator Simmons. Did I understand you to say that there is a duty 
of 66§ per cent ? 

Mr. Steiert. Two cents a pound is. The first point that I wish 
to emphasize here is 

Senator Simmons. Is there any produced in this country ? 

Mr. Steiert. That is the point. The first point is that this fiber 
is of a vegetable nature. It grows in the Orient; it can not grow 
here. It aoes not interfere or compete with anything. It does not 
require a protective tariff, because there is nothing here to protect. 
That is the first point. 

Senator Simmons. What other things is it used for ? 

Mr. Steiert. For brooms. That is the only use that I know of. 

Senator La Follette. What percentage of your total output goes 
to the municipalities ? 

Mr. Steiert. Practically all of it. The second vital point is that 
our industry has the great flushing machines to compete with, the 
machines that wash the street. Tneir raw material is water, which 
-costs them nothing. Our raw material costs us something. If this 
duty is placed upon our raw material, it will be impossible for us to 
-compete. 

There is one phase of this situation that is absolutely necessary for 
you to know in order that you may arrive at a just conclusion. You 
must know why the reed manufacturers have asked for this duty. 
Reed is a distinct and separate article from this. When they bring m 
the reed, from its natural state, the reed grows with bark around it, 
or a shell. When the shell is removed, so as to get at the reed, this 
shell or this bark is left. Like the shell of a lima bean, it is absolutely 
ivorthless. It is a sort of sleeping, brittle aflFair, having no sparkle or 
life to it. We could not use it if they paid us to take it. There is no 
comparison between it and this good-natiu'ed, snappy fiber that I 
have here [indicating]. 

Senator La Follette. Is it expected to convert that into material 
for brooms ? 

Mr. Steiert. Their plan is that if thev can get a duty on this 
[indicating], they can force us to use it. I nardlv think it is necessary 
to prove that the motive is a selfish one; it is aosolutely raw. 

senator La Follette. Did I get your address? 

Mr. Steiert. Front and Reed Streets, Philadelphia. I will, if I 
may, file a brief in which I will prove that our industry at the present 
time is so badlv demoralized that there are not enough brooms con- 
»imed in the United States to keep one good-sized plant running. I 
will prove also that if you put this prohibitive duty on us you will 
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eliminate us altogether. You will also eliminate about 50 per cent of 
the broom pushers in the various cities. 

Senator Simmons. In other words, the manufacturers who actually 
use this first material — ^what do you call it? 

Mr. Steiert. Split bamboo. 

Senator Simmons (continuing) . You do not come here and ask for 
this 66 § per cent, but somebody that wants to force its use upon you 
has asked for a dutj upon that article ? 

Mr. Steiert. I did not quite get the drift of that (question. I know 
that the reed manufacturers have asked for a prohibitive duty on this. 
They put it in six little words. 

Senator Simmons. Somebody that does not use that at all has 
tried to get adutvonit, while you,whodo use it, do not want the duty? 

Mr. Steiert. No one really wants it. Thejr have this material on 
their hands and do not know what to do with it. 

Senator La Follette. It is a duty imposed for revenue purposes, 
I suppose. 

Mr. Steiert. There is one more thing that I would like to impress 
upon you, gentlemen, and that is that we have not as lai^e sums 
invested as have the oil companies and the steel corporations, but 
nevertheless this means our bread and butter to us, and we b^ you 
not to take it away from us. 

EEED AVD FIBEB FXTBHITTTSE. 

[Paragrapli 411.] 

STATEMENT OF B. F. OAKAHL, RBPBESENTIKa O'OONNOB- 
HABBrSON CO., SAN FBANJXSCO, CALIF., IKPOBTBBS AND 
EXFOBTEBS. 

Senator Smoot. Mr. Ganahl, have you agreed to speak for these 
other gentlemen interested in the same subject ? 

Mr. Ganahl. No, Senator Smoot; I am here on another subject. 
I have here a brief that contains our argument. If I may file this 
brief, I will give way to others who wish to appear. 

Senator Smoot. File it, please. Those are the briefs that we are 
going to examine. 

Mr. Ganahl. This covers the subject. I want to ask this com- 
mittee that when yo.u consider this subject 

Senator La Follette. What paragraph ? 

Mr. Ganahl. Paragraph 411. I ask you that you remember that 
it is probably the omy commodity of its kind in which the ocean 
freight charge from the Orient to the Pacific coast ports amounts to 
more than the original cost of the product. Therefore, this product 
is already protected to an extent ot 100 per cent, besides the protec- 
tion that you will give it imder a protective tariff. 

Senator Simmons. Who is asking for this protection f 

Mr. Ganahl. Only one reed-furniture manufacturer. 

Senator Smoot. You may file your brief. 

B&IX7 OF S.'F. OAHAHL, RBPUBBXlTTUro O'GOmrOB-KAmBISOir GO., DEPOBTX&S 

avd sxpobtxbs. 

We are opposed to that part of paragraph 411 of the proposed tariff as passed by 
the House wnich has reference to rattan, reed, and grass furniture We are not pro- 
testing against an increase in the present rate on these commodities. We only wish 
to call to your attention the excessive rate as proposed by the House and to request 
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that a lower and siiitable rate be substituted therefor. Upon close analysis you will 
find that the proposed rate of <50 per cent ad valorem on American valuation is an 
increase of about 3,000 per cent over th<» present duty, and amounts to about five 
' times th3 original cost of the furniture. 

The proposed duty would entirely stop the importation of all furniture in this 
•class. This has been proven conclusively by the fact that since the proposed rate 
was announced buvers will not consider placing orders for the imported furniture. 
Our 14 salesmen who are now traveling tlm>ugh all parts of this coimtry advise that 
this is occasioned by the fact that we will accept orders only on the basis whereby 
any changes in the present duties are for the account of the buyer, and the buyers 
atate that the proposed duty of 50 per cent will make it impossible for them to dispose 
<rf the furniture at retail. 

The American manufacturers have in the past, and are at present, manufacturing 
Teed and fiber furniture. They never have and are not at present manufacturing 
ffrass, peel, or rattan furniture to any extent. American-made grass, peel, and rattan 
furniture is practically imknown. The reason for this we shall set forth later. If 
the American manufacturer requires additional protection on reed furniture, which 
we seriously doubt owing to the ereat difference in quality between the imported 
and the domestic reed furniture, he can secure no benefit by having a prohibitive 
duty levied on grass, peel, and rattan furniture. If, therefore, Congress deems it 
necessary to erant better protection to the manufacturer, a higher rate can be levied 
on reed and nber furniture, but grass, peel, and rattan furniture should be eliminated 
and should take a separate and distinct rate. 

The proposed duty will not encourage additional or new industries. Rattan. 
yeel, and ftsm furniture can not be and never will be manufactured in laige quan- 
tities in this country so long as reed and fiber furniture is manufactured . An American 
made rattan, peel, or grass chair will cost as much to manufacture as will a reed chair. 
Rattan, peel, and grass furniture, if it cost as much or nearly as much as reed or fiber 
furniture, will not sell in competition with reed and fiber furniture. The reason for 
this is that reed and fiber furniture can be pointed, stained, dyed, or otherwise finished 
into various colors and effects so that it will match with the furnishings in any part 
of a house. Most domestic reed and fiber furniture is at present finished into different 
•colors and effects at the foctories. Rattan, peel, and grass furniture, especially 
^rass, can not be painted, stained, or finished, owing to the fact that no nnishing 
inaterial will stick to the surface of grass or rattan. Most rattan, peel, and grass fur- 
niture must therefore be sold in the natural state, and for this reason never has and 
never will be manufactured domestically in large quantities. It is only for the 
reason that the imported furniture sells for very mucn less than does the domestic 
reed furniture, ana is purchased by those persons who can not afford the domestic 
reed furniture, that any business is done on the imported rattan, peel, and grass 
furniture. 

The manufacturers of this country as a whole are dependent, especially since the 
last few years, to a large extent on foreign orders. At present a great many of our 
largest industries are developed and have expanded to the extent that foreign orders 
are required. Without foreign orders the size of their plants and organizations must 
be reduced. In order to continue securing foreign orders for our products, we must 
•continue purchasing from our foreign customers. If we prohibit or reduce imports, 
we will in time reduce or stop our exports accordingly. The Orient has probably the 
most possibilities for our manu&ictured products. We, theroforo, should continue 
importing those oriental products which ao not compete or which compete the least 
with our manufacturers. Grass, peel, and rattan furniture is one of the best noncom- 
peting commodities we can import from south China. 

The imported furniture is of entirely different quality than is the domestic reed or 
fiber fumituro. While the imported furniture is serviceable, still the domestic fur- 
niture is of better material, more attractive, better built, more comfortable, and in all 
respects better furniture, and sells at a very much hieher price . A domestic reed chair 
sells at $24 or higher retail on the Pacific coast, while an imported mss chair sells 
retail at about $12. The proportion all over the country is the same. There are many 
American families who can not afford the domestic furniture, but who can afford the 
imported furniture. If the proposed duty goes into effect, it will be impossible for 
these people to enjoy this class of furniture. 

This furniture is one of those few and peculiar imported commodities upon which 
the water freight, insurance, and handling amounts to more than the original cost of the 
furniture in the place of production. Under American valuation, duty will be levied 
on the average wholesale prices in the principal American markets, which wholesale 
prices will include duty. Thus, on furniture, the duty will be levied on the original 
cost of the furniture at place of production, on the water freight, insurance, and hand- 
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ling, which amounts to more than the original cost of the furniture, on the duty, which 
also amounts to more than the original cost, as well as on the wholesaler's profits and 
commissions. Therefore, so far as furniture is concerned, by keeping the present duty 
of 15 per cent, the ampunt collected under the American valuation plan would be 
many nundred per cent higher than at present collected. In order to make ourselves 
clear, we will show how we arrive at the present wholesale price on an imported grass 
chair, and to what extent the pjroposed duty and suggested duties woula affect the 
same price. This calculation is based on the present actual Hongkong cost of a 
medium-priced chair converted into United States currency at the present rate of 
exchange, namely, 51} cents to a Hongkong dollar. 



Present 
duty. 



i 



Costf.o.b. Hongkong ! 12.00 

Water freight , 2.00 

Handling and insurance .12 

Duty ! .30 

Selling commission 10 per cent on sellinp price .60 

Net cost f. o. b. San Francisco 5. 02 

Gross profit 20 per cent on cost price ' 1. 00 

Wholesale selling price | 6.02 



50 per 

cent pro- 

r»o«:ed 

duty. 



12.00 
2.00 
.12 
8w93 
L80 



10 per 
cent sug- 
gested 
dut\-, 
American 
valua- 
tion. 



$2.00 
2.00 
.12 
.65 
.65 



Suggest- 
ed spe- 
cific 
duty. 



$2.00 
2.00 
.12 
.75 
.67 



35rer 
cent sug- 
gested 
duty, 
foreign 
valua- 
tion. 



«2.00 
2.00 
.12 
.70 
.65 



11. S.") 
3.00 



5.42 
1.08 



5.54 
l.U 



5.17 
1.00 



17.85 



6.50 



6.65 



C56 



The 50 per cent proposed duty would therefore result in the following so far as this 
particular chair is concerned: 

1. Increase in duty of $8.63, or 2,980 per cent. 

2. Increase in wholesale selling price of 111.83, or 297 per cent. 

3. Increase in retail selling price of $23.86, or 297 per cent. 

By referring to pages 1200 to 1208, inclusive, of hearings before the Ways and Means 
Committee in reference to tariff revision you will find that the only information se- 
cured or testimony taken in regard to imported furniture of this class was from the 
Ypsilanti Reed Furniture Co. This company is one of the largest manufacturers of 
reed and fiber furniture in the United States. There was no testimony or infarma- 
tion secured or requested from the dealers in imported grass and rattan furniture. 
Mr. F. W. Green, the principal stockholder in the Ypsilanti Reed Fmniture Co., 
appeared on behalf of his company, and submitted a brief which appears on page 
1206. This brief includes a suggestion as to how a new tariff should be worded. 
By comparing the part of paragraph 411 relating to furniture as adopted by the House 
with the brief you will find that the same is taken verbatim from Mr. Green's brief 
with the exception of the rate applied. Mr. Green submitted no figures as to costs 
or competition to the committee, neither did he explain the vast difference between 
reed, grass, and rattan furniture^ and the difference in quality between the imported 
and domestic article. From his remarks the committee members, who were un- 
familiar with imported furniture^ would be led to believe that the quality of im- 
ported furniture was as good as or superior to domestic furniture, and that the 
Ypsilanti Reed Furniture Co. was vitally interested in the manufacture of grass 
furniture. 

Imported furniture has been brought into the United States for many years, for- 
merly under a 35 per cent duty, and since 1913 under a 15 per cent duty. During 
the time this furniture was being freely imported, the Ypsilanti Reed Furniture Co. 
was organized, in 1901, with an authorized capital of $50,000. The capital was in- 
creased from time to time as follows: $100,000, $150,000, $175,000, $300,000, at pres- 
ent $500,000. >»,.*- 

Their surplus over and above all liabilities and reserves is reported to have increased 
in the last 3i years from about $750,000 to about $1,300,000 at present, or an increase 
of about $550j000, or 75 per cent. This increase was undoubtedly in addition to 
dividends. Since 1903 this company has operated its factory within the prison walls 
at Ionia, Mich., where it employed about 500 convicts at a reputed wage of 50 cents 
per day. In 1913 it erected a building of its own in Ionia, which has been operated 
with about 1,000 men, in addition to its plant in the prison. We are citing the above 
in order to show that the only party requesting increased protection has grown from a 
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very small compan^^ to a very large company in a few years, during all of which time 
furniture has been imported freely at a duty of from 30 cents to 70 cents per chair. 
Certainly there is nothing in this company's report to indicate that it needs any pro- 
tection whatever, and were other manufacturers in need of drastic protection tney 
would have appeared before the committee and have submitted figiures and reports 
to prove their contention. While the Ypsilanti Reed Furniture Co.'s phenomenal 
growth was no doubt due somewhat to its ability to employ convict labor at a very 
small wage, still you wijl find by investigating tliat the entire reed furniture industry 
has prospered greatly since being organized. In fact, one of these manufacturers 
recently purchased, at a cost of $3,000,000, the business of one of its American com- 
petitors, m order to secure control of a patent for weaving fiber articles by machinery 
and thus reduce competition. 

One of the main causes for requiring a revision of tariff is European competition . 
European competition is caused solely oy depreciated European exchange. Oriental 
exchange is not depreciated; in fact, exchange with China is above normal. There- 
fore, the furniture under discussion is entirely in a different class from the products 
of Europe. 

In conclusion we request that you consider the peculiarities of this furniture whi<.l» 
make it different from other imported commodities, in that the freight amounts to 
more than the original cost of the furniture, thus affording our manufacturer over 
100 per cent protection, plus what he seciu-es under the tarm. We also request that 
you keep in mind the feet that this furniture, especially the grass, peel, and rattan, 
does not compete with American-made furniture. If you feel that the American 
reed and fiber fumitiu-e requires additional protection, then we request that you 
remove rattan, peel, and grass furniture from this class and provide a special rate 
for same. We request that you do not impose a rate over 10 per cent ad valorem 
based on American valuation, or over 35 per cent ad valorem based on foreign valua- 
tion, on the rattan, peel, and grass furniture. Any rate in excess of these rates will 
make business impossible. In the event the increased revenue which will be derived 
from these high rates is not absolutely required, we request that you assess lower 
rates as these rates are not required to protect American manufacturers. We also 
request that you specifically provide for peel furniture by including it with grass 
and rattan in the lower rate, and that you word the tariff so that rattan, peel, and 
grass furniture can not be considered as fiber furniture. The term * * fiber " is extremely 
ambiguous, and under the wording as proposed by the House it is quite possible 
that Uie customs or Treasury decisions would consider grass, peel, and rattan as fiber 
furniture. Possibly the most satisfactory and economical method of levying a duty 
on this furniture would be on the basis of so much per piece. By levying a duty of 
35 cents each on small or children's pieces, 75 cents each on ordinary cnairs, rockers^ 
and tables, and from $1 to $1.25 each on the larger pieces, the result would be to 
more than double the present duty, with a minimum in expense of administration. 
On page 2 you can see how these suggested rates compare with the present duty,^ 
and affect tne wholesale selling price. 

We have in our possession complete data in regard to the present foreign and do- 
mestic costs of this furniture. We also have other data which might be of benefit 
to your committee in determining the rate to be applied. Any information we have 
will be turned over to your committee upon request. 

STATEMENT OF FBBD W. GREEN, BEPB ESENTINQ THE YPSILANTI 
HEED FTJBNITTJBE CO. 

Mr. Green. I want to say to you, gentlemen, that our concern 
was engaged up until 1914 in the manufacture of reed fumitiu-e 
We obtained our supplies from Gennany, but at the outbreak of the 
war we were not able to get them, so we be^an the manufacture of 
reeds in addition to the manuf actiu^e of reed fiuniture. 

The manufacture of reeds is not a compUcated process. Thev are 
made in two ways : One bv machine and one by nand. The China- 
man manufactures in both ways. He was not a factor, except in 
the cheapest hand-made reeds, previous to the war. There is noth- 
ing compUcated about this process at ail. It merely consists in 
taking and stripping off that hard outer part [illustrating]. This 
part [indicatingj IS woven into chairs and seats. 
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Senator La Follette. That is, the outer part ? 

Mr. Green. Yes; the outer part. This inner part, or the core, 
is the reed that we are talking about. The outer part is the cane. 

The importers into this country were not content with a 10 per 
cent duty on all these thiiigs, but they conceived this term "unmanu- 
factured reed.'' To me it is not plain. I can not understand where 
the diflference lies. Just what difference does it make whether you 
take that off with a knife by a machine, or whether you take it off 
by hand ? That is the only question there is as between the manu- 
factured and the unmanuiactured reed. But the importers went 
before the customhouse, and they got decisions both ways. First, 
it was decided that there was no difference between ^unmanu- 
factured" and "manufactured'' reed; but it was finally decided that 
there is a difference between the manufactured and the unmanu- 
factured reed. To my mind it is a distinction without a difference. 
The difference between Chinese hand-cut reed and the other, to a 
large extent, Ues in the quality of rattan that the Chinaman uses 
to make it. He pulls it through a steel plate that has a series of 
holes in it. He pulls it through one after tne other and gets it down 
to the size he wants. It would be impossible for him to pull a piece 
hke this [indicating] because it woula be too hard and stiff, so he 
has to make his hand-cut reed out of the cheapest of rattan. It 
would not pay to bring them over here, because they would not 
bring any money. The outside of it would be, as one gentleman 
has already expressed it, trash. The American manufacturers have 
had to import a good quality of rattan out of which they could get, 
not only the reed, but also the outer part of the cane. 

At the time we went into the business, we were perfectly content 
with the German supply, and the duty of 10 per cent was nothing 
that interfered with us. 

Before the war there was a limited number of people — perhaps 
two — who manufactured reeds and were not engaged in the manu- 
facture of baby carriages or furniture. With me stopping of the 
war, there was quite a number. I jotted down the names of eleven 
■concerns that are now engaged in cutting reed in this country: 
A. L. Randall, Chicago- Jonn A. Dunn Co., Gardner, Mass.; F. A. 
Whitney Carriage Co., lieominster, Mass.; American Rattan & Reed 
Manufacturing Co., Brooklyn, N. Y.; United States Rattan Co., 
Hoboken, N* J.; Heywood- Wakefield Co., Wakefield, Mass.; .Ameri- 
can Reed & Willow Furniture Co., Wakefield, Mass.; ipsilanti 
Reed Furniture Co., Ionia, Mich.; Eastern Chair Co., Gardner, Mass.; 
L. S. Drake (Inc.), Boston; New England Reed Co., Boston. 

I am somewhat surprised at some of the statements made by the 
secretary of the Baby Carriage Association. I believe that he made 
them because he did not quite understand or because he was not a 
manufacturer. Some of them are quite ridiculous. The largest 
manufacturer of baby carriages, if I am correctly informed, is the 
Lloyd Manufacturing Co., of Menominee, Mich. They do not use 
one pound of reed. According to Mr. Ferris's statement, one-third 
of the baby carriages are made of twisted paper or fiber. Across this 
table Mr. Ferris could not tell whether they are made of reed or fiber. 

Senator La Foixette. What do you mean by "fiber" ? 

Mr. Green. *' Fiber" is made of twisted paper. When it is 
finished, there is not one man out of a number, unless he is an expert, 
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that can stand back and tell the Menominee fiber from the reed; 
it is SO fine that I do not think they can tell it. 

As to the question — the quality of hand-cut reed — there are some 
▼ery smoothly cut samples m this box. They were sent on August 
20 from San Francisco, and neither myself nor Mr. Ferris can tell 
which is hand-cut and which is machine-cut. They are so newiy 
alike that it is practically impossible to tell. 

As to the duty being prohibitive, I wish to make this statement. 
I have multipUed our selling price (not our cost) bv 20 per cent, ^e 
rateof duty mamed in paragraph 41 1 of the Fordne^ Dili. I have added 
this 20 per cent to the prices of the corresponding sizes of Chinese reed, 
both handmade and machine-made, using the price list dated at 
San Francisco August 20, 1921, and there is no instance in which 
the Chinese are not still under our price. 

Senator Smoot. With this 20 per cent rate ? 

Mr. Green. Yes. I am going to submit that to you with the 
Chinese prices, with your permission. 

Senator Smoot. Are you in favor of the 10 per cent ? 

Mr. Green. I am not. I am also opposed to including in any 
new tariflF bill, the words '* unmanufactured reeds." Under the 10 
per cent duty the German importer and the other importers got 
wealthy, and they collected large simis that should have gone to the 
United States tnrough the conflicting decisions on the ''unmanu- 
factured reed" question. It must be remembered that the China- 
man sells his goods f. o. b. China. There are going to be immense 
sums of money taken from the United States if tms phrase is put 
back in the tariflF. 

With reference to another statement that has been made, I want 
to say that I do not believe there is a carriage manufacturer in the 
United States who has not used machine or hand cut reeds from 
China. There is not one of them. 

As to the expense of establishing this industry, it is nominal. 
No one will be kept out of the baby-carriage business because of high 
costs in connection with manufacturing reed. The highest price we 
ever paid for a machine for cutting these reeds was $1,350. When I 
tell you that it would cost a baby-carriage manufacturer approxi- 
mately $5,000 to engage in this business, I am well within the truth. 
That does not provide for buildings, but not much room is needed 
to care for a small furniture or baby-carriage factory. 

As to the labor cost of splitting rattan into reeds. There is no one 
who can do this for 1.5 cents, as has been claimed. It will run 
between 5 and 6 cents per pound. 

I want to say a word in regard to the manufacture of furniture. 
Tlie Chinese manufacture reed furniture. They have no overhead, 
as we do. A man comes alone, he has a number in his family. He 
goes back home and starts the thing and the rest of the family 
make it. There is no overhead. If ne gets $3.50 for a chair he 
thinks he is getting an enormous sum of money. There are some, of 
course — very large ones — that cost more money than that. A man 
who has to twist and turn these reeds, has to bend them in all these 
diflFerent shapes, has to have very strong hands. It is very hard work. 
He has to work at least six months before he is of any value in mak- 
ing good reed furniture. It is difficult to get an American citizen to 
81527— 22-H9CH 4 6 
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work six months to learn a trade. We find that it is very high- 
priced labor. 

There is one thing about it, that is, that it does not always require 
sight. I know of a factory in Chicago that employs about 20 men 
on this work. At least 15 of them are blind soloiers. 

WILLOW AND WILLOW FXIENITTJEE. 

[Paragraph 411.] 

STATEMENT OF WILLIAM A. BYAN, BEPBESENTINO THE TTNI- 
VEBSAL WILLOW <fe BEED WABE CO. 

Mr. Ryan. I wish to confine my remarks to willow fiuniture — 
raw material used in the manufactured article as well as the miinu- 
factured article. 

I call attention to paragraph 411, page 80. In line 4, after the 
comma following the word bamboo," insert the words "osier or 
willow." 

Senator Smoot. Those are the words used in the Payne-Aldrich 
bill? 

Mr. Ryan. They are used fm:ther along in the parajgraph, but are 
not specifically mentioned in connection with furmture. 

Senator Smoot. And you want them in both places ? 

Mr. Ryan. Yes. Then, in line 5, after the comma following the 
word "grass," insert the word "osier or willow." 

Then, on the same page, line 8, strike out " 25," in figures, and insert 
"10," which is the present rate. 

Before the war 65 per cent of osier or willow used in the manu- 
facture of furniture was imported from Germany. About 25 per 
cent came from France. Less than 10 per cent was grown here. 
To-day there are under cultivation in the tfnited States not more than 
500 acres of osier or willow. 

In 1919 there was imported willow aggregating $304,696; in 1920, 
$284,611; and for the six months ended June 30, 1921. $54,053. 

As to the manufactured products, before the war tnere were 100 
manufacturers in the United States. At the present time there are 
about 80. Those are the ones making willow furniture. The capital 
invested in willow furniture is about $1,500,000; and about 5,000 
people are engaged in the manufactiu*e of such fiuniture. 

As to labor conditions in the other countries, they are quite different 
from those prevailing here. The work there is farmed out to a f amilj 
and the mechanics miish the job. Here, where our child-labor laws 
are in effect, the work is necessarily performed by men. Their 
average hours rim about 49^ per week. The average pay for common 
labor IS between 30 and 35 cents per hour. The pay of mechanics 
and skilled laborers is about 45 cents an hour. In this industry the 
men have accepted voluntarily a reduction of wages amoimting to 
25 per cent. 

1 should like to cover this subject more fully in my brief. 

Senator Smoot. Correct your brief in any way you wish to and 
hand it to the steno^apher. 

Mr. Ryan. There is one further point that I would like to call to 
yom* attention. There is one article called the Bar Harbor chair. 
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It is advertised here in the Brooklyn Eagle for $4.95. It costs us to 
make it $4.75. That is the retail price, delivered anywhere within 
100 miles of New York— $4.95. 

Senator Smoot. Is that an imported chair ? 

Mr. Ryan. It is an imported chair. I will give you figures on 
our costs in my memorandmn. 

I thank you very much. 

Senator Simmons. What did I understand you to say about that 
ad valorem rate ? Did you want that in line 6 ? 

Mr. Ryan. I said line 5— lines 4, 5, and 8. 

Senator Simmons. line 8 is the raw material ? 

Mr. Ryan. Yes. 

BBIBF OF WILLIAM A. RYAF, REPBBSENTUfG THE TTinVERSAL WILLOW Sc BBED 

WABE CO. 

PROPOSED CHANGES IN PARAGRAPH 411. 

1. On page 80, in line 4, after l^e comma following the word ''bamboo, " insert the 
words "oeier, wUlow." 

2. On i^e 80, in line 5, after the comma following the word ''grass, " insert the words 
."osier, willow. " 

3. On page 80, in line 8, strike out "25*' in figures and insert "10'' in figures. 
So that the paragraph will read as follows: 

Par. 411. Keeds wrought or manufactured from rattans or reeds, whether round, 
flat, split, oval, or in whatever form, cane wrought or manufactured from rattan, cane 
webbing, and split or partially manufactured rattan, not specially provided for in this 
section, 20 per centum ad valorem. For the purpose of assessing duties, handmade 
reeds or cane shall be held to be comparable in value to machine-cut reeds or cane of 
corresponding size; furniture made with frames wholly or in part of wood, rattan, reed, 
bamboo, osier, willow, or malacca, and covered wholly or in part with rattan, reed^ 
grass, osier, willow, or fiber of any kind, 50 per centum ad valorem; split bamboo, 
2 cents per pound; osier or willow, including chip of and split willow, prepared for 
basket makeis' use, 10 per centum ad valorem; all articles not specially provided for, 
wIk^v or partially manufactured of rattan, bamboo, osier, or willow, 40 per centum 
ad valorem. " 

This paragraph treats of reeds, rattans, bamboo, and "osier and willow.'* I shall 
confine this memorandum to osier and willow, raw material, and willow furniture, 
afl I feel that sufficient has been said touching the other items in this paragraph. 

RAW MATERIAL. 

I will first touch on the raw material which relates to proposed change 3 above 
mentioned. 

There are under cultivation in the United States not more than 500 acres devoted 
to the raising of willow. 

It is impoe^ble to tell how much willow is grown within the United States, but 
inquiry among the trade indicates that there is only one grower within the United 
States that raises a carload of willow a year, and that is his entire output. 

For 1919 there was imported osier or willow (raw material) $304,696; 1920, there 
warn imported osier or willow (raw material) $284,611; for the first six months of 1921 
there was imported osier or willow (raw material) $54,538. 

It will appear upon a cursorv examination that there is a great reduction in the 
importations of raw materials of osier or willow at the present rate of 10 per cent ad 
valorem. The willow grown here is insufficient in quantity and so inferior in quality 
that it is not suited for use in connection with willow furniture. 

Allowing that there will be as much as $54,538 worth of willow imported into the 
United States during the last six months of 1921, which would be quite unusual, as 
the larger importations of willow as a raw material are imported the first six months 
of the year, this shows a reduction of imports of willow for 1921 of at least 60 per cent. 
If importations of the raw material which are the diief source of supply to willow 
furniture manufacturers continue to be reduced, the willow-furniture manufacturers 
of foreign countries will dominate the American market, and at this time it might be 
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wdl to mention the fact that while the raw material has been reduced more than 69 
per cent the importations of willow furniture has increased in the same period more 
than 1,200 per cent. 

WILLOW FURNrrURE. 

This relates to proposed changes 1 and 2. 

Befwe the war there were about 100 manufacturers of willow furniture in the United 
States. Now there are about 80. They are all small manufacturers. The UnivecMl 
Willow & Reed Ware Co., which I represent, is the largest willow-furniture manuibc- 
turing concern in the United States. 

The capital invested by the manufacturers of willow furniture in the United States 
is more tnan $1,500,000. The number of people engaged in this industry is about 
5,000. 

The imports of willow furniture for 1919 were $3,040', 1920, $28,114; for six months 
of 1921, $35,547. 

A cursory examination of these figures shows a 1,200 per cent increase in the imp<^t8 
of willow furniture from January 1, to July 1 1921, a period of six months, over the 
entire year 1919. 

LABOR CONDinOMS. 

In other countries the seats and skirts of chairs and other willow furniture are given 
out to the peasants to work on, and, as a matter of fact, it results in the whole wmily 
working from early until late, which gives a very low labor cost of production. Over 
htf^ we have our child-labor laws protecting children from engaging in this industry. 
Our workmen have accepted a voluntary cut in their wages of 25 per cent. It was 
either that or close up snop. Our men work 49i hours per week. The pay of un- 
skilled labor is between 30 and 35 cents per hour, the pay of our skilled workmen ia 
between 45 and 90 cents an hour at this tim^, and we have no immediate intention of 
maVing any furth^ reduction in wa^s. We are not at this time payinfi[ dividends. 
The situation is tense, and we are waiting the enactment of the new tariff law, whidi 
will enable us to pay dividends and in that way help to support our Government. 

In order to give the committee a practical illustration of tne very serious condition 
of our business, I just wish to subnut a typical case: 

Bar Harbor armchair. — ^American coet as to labor, $2.35; American coet as to mate- 
rial, $2.16; total, no allowance for overhead, etc., or profit, $4.51. 

The Bar Harbor armchair is imported for sale at New York City, delivered anywhere 
within 100 miles of New York, all charges paid, $4.95; and to any person taking two, 
why they will sell them at the rate of $4.87}. 

We are selling this chair for $5 in quantities and holding our breath for the passage 
of this tariff bill. We can not keep it up. We do not sell direct to consumers; our 
price is to laree concerns. The pnce of the imported article given above is scifing 
retail. The above imported chsur appeared in the New York market during May 
and was advertised for $3.95, but finding that they could safely compete they raised 
the price to $4.95. 

It is asserted in many qusirters that Germany will not be a very serious competitor 
for years. So far as willow business is concerned, we are unable to agree wi^ such a 
proposition. The Willow & Reed Oo. has been approached by a representative of a 
' large willow and reed corporation in Germany to give up our factory h&e and sell 
the German willow furniture at prices that we could not possiblv' hope to compete 
with. We will be pleased to submit to the committee, in confidence, proof of this 
fact. 

In conclusion, I wish to say that willow imports (raw material) at this time show a 
reduction of at least 60 per cent with a tariff imposed at the rate of 10 per cent. Willow 
furniture imports at this time show an increase of more than 1,200 per cent during the 
fiist six months of 1921 over the whole year of 1919. 

If the rate in present law is increased on raw material in so far as willow used in 
connection with the manufacture of furniture, it will not only wipe out the manufac- 
ture here, but the grower here of willow will have no market. We could give you 
illustration upon illustration as to costs, but the Bar Harbor armchair well illustrates. 
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CHINESE FTTENITXTSE. 

[Paragraph 411.] 

8TATEXENT OF JAMES F. DONITELLY, BBPBBSENTINa THE 
MBNTZEB-PIAaBT CO., QBAND BAPIDS, MICH. ^ 

Senator Smoot. Have you a brief that you desire to file ? 

Mr. Donnelly. Yqs. I prepared a brief. 

I am really not here on rattan or willow. It is really Chinese 
furnituTjB, inserted in paragraph 411. 

Heretofore, under the Payne-Aldrich and the Underwood tariffs, 
this Chinese furniture in which we are interested came under a corre- 
sponding paragraph — 414.^ 

Senator Smoot. Are you satisfied with furniture the way it is here ? 

Mr. Donnelly. In paragraph 411 they specifically provide for 
Chinese furniture. 

Senator Smoot. We can put it in here. 

Mr. Donnelly. Under paragraph 411 it provides a duty of 50 per 
cent, American valuation plan, on Chinese furniture. The ocean and 
rail freight in itself is twice as much as the Chinese furniture. 

Senator Smoot. You are an importer, are you ? 

Mr. Donnelly. Yes, sir. 

Senator Simmons. What do you want on Chinese furniture ? 

Mr. Donnelly. Well, sir, in my brief I have suggested three dif- 
ferent ways. 

Senator Smoot. Is there anything made in this country to compare 
with the Chinese furniture? 

Mr. Donnelly. No, sir; unless made from fiber. 

Senator Smoot. And sea grass ? 

Mr. Donnelly. No, sir; tney do not make it from sea grass. Jt is 
summer furnitiure. 

Senator Smoot. They are not anything alike? There is nothing 
like it? 

Mr. Donnelly. Not unless you compare it with fiber furniture. 

Senator Smoot. If ''comparable" is taken out, then there is 
nothing like it in this country ? 

Mr. Donnelly. No, sir- not to my knowledge. 

Senator Smoot. Then tne American valuation would not apply. 

Mr. Donnelly. How would that work out ? 

Senator Smoot. The same as it is to-day. If there is nothing in 
this country that is similar, it does not apply^. 

Senator La Follbtte. Supposing there ^ something similar to it, 
then the American valuation wiU oe applied. Is there something 
similar to the Chinese furniture that is coming in ? 

Mr. Donnelly. As a manufacturer of furniture or importer, I 
should say yes. I would say that a fiber chair or an American reed 
chair would answer the same purpose as the Chinese sea grass. 

Senator Smoot. That is not what the law says. It says ''similar.'* 

Mr. Donnelly. It is similar; it is used for the same purpose; but 
under the 50 per cent 

Senator Smoot. The material is entirely different, though ? 

Mr. Donnelly. Yes. 

Senator Smoot. Then it does not apply. 
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Mr. Donnelly. All right, sir. 

Senator Smoot. I would like to know, provided it did apply, what 
you would want then. 

Mr. Donnelly. We have suggested, instead of a 50 per cent duty, 
a 5 per cent duty, or a duty of 75 cents a chair. We are paying now 
a duty of 32 cents. We possibly could afford 75 cents. But the waj 
it works on the American valuation plan is this: You take a chau* 
that I sell for $15 in the American market; that is, my wholesale 
selling price; and it is sold at Grand Rapids at that price. As a 
matter of fact, we are selling it for $9, but we will say $15. Eifty per 
cent of that would be $7.50. Out of the other $7.50 we would have 
to pay the cost of the chair, pay the ocean freight of $2 or $2.25, pay 
the rail freight of $1.81, and, m addition, .pay the salesman a com« 
mission and allow the customer a 2 per cent discount. It never 
could be done, sirs. Ordinarily, this furniture has come in under 
regular household furniture. It was so decided years ago. 

1 may say that we did not have an opportumty to appear before 
the House Conmiittee on Wavs and Means. 

Senator Smoot. You would like to have it dropped down into para- 
graph 414 ? 

Mr. Donnelly. But not at a 25 per cent rate. 

Senator Smoot. You want a 5 per cent ad valorem rate ? 

Mr. Donnelly. Yes. 

Senator Smoot. Isn't that too high? 

Mr. Donnelly. Five per cent of the American valuation 1 

Senator Smoot. Yes. 

iir. Donnelly. No* we sell for $9; that would be 45 cents. 

Senator Simmons. You say you want 5 per cent? Is that your 
suggestion ? 

Mi. Donnelly. Five per cent, or a specific duty. 

Senator Simmons. You say that would be equivalent to what^ 
under the American valuation ? 

Mr. Donnelly. In dollars and cents, Senator? 

Senator Simmons. Yes. 

Mr. Donnelly. Well, we sell that chair for $9. You see, the prin- 
cipal item of cost in this furniture — and it is furniture that does not 
go into high-class homes 

Senator Simmons (interposing) . What I am trying to get at is^ 
what would be the diflference ? 

Mr. Donnelly. That would be 50 per cent advance on the present 
15 per cent rate. 

Senator Simmons. That would be due to the American valuation t 

Mr. Donnelly. Yes. 

In reading the testimony before the Ways and Means Committee, 
I find that the para^aph is practically inserted verbatim at the sug- 
gestion of a domestic manufacturer. We certainly do not compete 
with this domestic manufacturer. They were organized in 1901 ^ 
with a capital of $50,000. To-day they are rated over $1,500,000. 
Possibly some of that profit was secured through advantages that 
they had. In fact, they employed prison or convict labor. Even so, 
discounting this, there are other manufacturers whose profits have 
increased m proportion. We do not compete with them. Our 
furniture does not go into the same class of homes. 
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Senator La Follette. This furniture is sold to people in moderate 
circumstances, is it not ? 

Mr. Donnelly. Yes. 

Senator Smoot. I do not think it is moderate-priced furniture if a 
'Chair costs $15. 

Mr. Donnelly. I said $9. I said, admitting we could get $15, 
which we could not 

Senator Smoot, Oh, well- 



Mr. Donnelly. Even at $9, we have to pajr $4.50. 

Senator Simmons. You say that you sell this chair for $9. What 
does the chair manufactured in China sell for ? 

Senator Smoot. That is the chair. 

Mr. Donnelly. That would cost in the neighborhood of $4, Hong- 
kong currency, or, at the present rate of exchange, about $2.25. 

Senator Simmons. It gets to you at $9 ? 

Mr. Donnelly. As to this $9 chair, to bring it over on the ocean 
costs us from $2 to $2.25; and the rail rate for freight from Seattle 
or San Francisco to the market would be in the neighborhood of $2 
per chair. 

Senator Smoot. Don't you land in New York? Why don't you 
land the furniture there ? 

Mr. Donnelly. No; we do not. 

Senator Smoot. Why do you land on the coast ? 

Mr. Donnelly. Because at the present time there is a steamship 
line that makes regular hauls, and) in addition, we can ship by way 
of the Pacific coast because the American Shipping Board has regular 
sailings and they have a regular $8 rate from either San Francisco 
or Seattle to Chicago or New York. It is a transcontinental freight 
rate. 

Senator Smoot. You may file that brief. 

BRIEF OF JAMES F. DONNELLY, REPRESENTING THE KENTZER-PIAGBT CO.. 

GRAND RAPIDS, MICH. 

As impcNTters and distributors of Chinese sea-grass and rattan furniture provided 
for in Schedule D, paragraph 176, of the tariff act of 1913, we desire to direct yoifr 
attention to the proposed change in rate of duty as provided in Schedule 4, paragraph 
411, tariff bill H. R. 7456. 

The following brief is respectfully submitted that members of Senate Finance 
Committee may be in possession of the facts before passing on a measure which in 
effect will constitute an absolute embargo on. Chinese sea-grass and rattan furniture. 

The proposed tariff bill (H. R. 7456) as relates to Chinese sea-grass and rattan furni- 
ture would increase the present rate of duty over 3,900 per cent. 

As Chinese sea-grass and rattan fumitiu^ is not made in America, this prohibitive 
4luty is not needed to protect home industries. In fact the only advocate for an 
increase in rate of duty on this commodity to appear before the Ways and Means 
Coinmittee was Mr. F*. W. Green, representing the Ypsilanti Reed Furniture Co., 
Ionia, Mich., which was yicorporated in 1901 with a capital of 150,000, which has been 
increased from time to time, and at present this firm is rated at over $1,500,000. 
^ If the tariff is desi|:ned to increase revenue it defeats itself, as the duty is so exces- 
flive it would prohibit all importations, thus depriving the Government of a substan- 
tial revenue. 

Under the Payne-Aldrich tariff (1909-1913) Chinese sea-graes and rattan furniture, 
chief value wood, was dutiable under Schedule D, paragraph 215, at 35 per cent on 
foreign value. 

Under the Underwood tariff (1913 to date) Chinese sea-grass and rattan furniture, 
chief value wood, is dutiable under Schedule D, paragraph 176, at 15 per cent on 
foreign value. 

Under the proposed Fordney tariff Chinese sea-grass and rattan furniture, chief 
value wood, would be dutiable under Schedule 4, paragraph 411, at 50 per cent on 
American valuation. 
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18 A DUTY SIX TIMES THE COST OP THE CHAIR ITSKl.P A JUST DUTY? 

Compare the duties on a chair costing $2.14 United States currency in China: 

Payne-Aldrich (1909-1913) $0,749 

Underwood (1913 to date) 32 

Fordney (proposed) 12. 85 

This is an increase of over 3,900 per cent. It is prohibitive. It amounts to an 
embargo on the products of a friendly republic, to the relief of whose suffering people 
America recently gave millions. 

IN EFFECT A DUTY ON FREIGHT RATES. 

The ocean and rail freight is approximately twice the cost of the goods in China. 
Under the American valuation plan the duty as imposed is a duty on the transp<n*ta- 
tion costs as well. This plan may not seriously affect importations on which the 
freight is a small item, but on bulky articles like Chinese sea-grass and rattan furniture, 
where freight is a major item of cost, the American valuation plan will automatically 
more than double the value on which duties are assessed. 

Merchandise has a certain intrinsic value, and while supply and demand determine 
the ''fair market value'' to a certain extent, there is always a limit to what may be 
obtained for merchandise, and as Chinese sea-grass and rattan furniture is essentially 
merchandise that goes into the average citizen's home it can not be marketed at any 
fancy price. 

We estimate $9.10, the present wholesale selling price, as the maximum wiiolesale 
selling price, based on years of experience as importers and a knowledge of trade con- 
ditions. 

WHAT la A PAIR DUTY? 

A study of the cost sheet attached will show that the proposed duty is prohibitive. 
A duty of 5 per cent on the American valuation plan would be about the maximum 
that an importer of Chinese sea-grass and rattan lumiture could pay and continue to 
do business. 

We ask therefore that portion of paragraph 411, page 80, line 3 (H. R. 7456), be 
changed to read — ^beginning with the word ^'furniture ": 

"Furniture made with frames wholly or in part of wood, rattan, reed, bamboo, or 
malacca, and covered wholly or in part with rattan, reed, grass, rattan peel, or fiber 
of any kind, 5 per centum ad valorem." 

Or a substitute based on a specific duty as follows: 

''Small pieces, 35 cents; regulation chairs and rockers, 75 cents; laiger pieces, such 
as settees, lounges, recliners, extension chairs, etc., $1.00." 

With the application of the American valuation plan this shows an increase of ap- 
proximately 50 per cent over the present rate of duty. Where we are now paying 
$0.32 on No. 22 chair we would be paying $0.45^ on a 5 per cent ad valorem duty. 

Under a specific duty of 75 cents a chair, the increase in duty would be approxi- 
mately double that obtained under the present rate. 

We have gone into some detail in an endeavor to cover this matter in a complete 
and comprehensive manner. If there is any point upon which you desire further 
information we will be gl%d to submit it. In all Cases where we have quoted, figures 
we have been very conservative and have sincerely tried to present the facts to you. 
Further, when we state that if the proposed tariff was to become effective we would be 
compelled to discontinue business we are stating the absolute truth . This tariff would 
not act as a revenue producer but as an absolute embargo on Chinese sea-grass and 
rattan furniture. 



Digitized by 



Google 



WOOD AHD MANTJFAOTUBBS OF. 



2171 



DetaUed casU of a typical Chinese seorgrcM chair (No. ft) under present Uxriff, under 
proposed tariffs under a duty of 5 per cent of American valuation, and under a specific 
duty of 76 cents a chair, 

[Wholestle seUlsg price L o. b. Grand Rapids, Klch. Tcnnt, 2 per oeoti 30 days.] 



Items of cost. 



Costs 

5 resent 
utyof 
15 per cent 
of foreign 
yaluatlon. 



Cost of chair in United States currency (exchange of 

10^ on Hongkong corrency of 13.90) 

Marine insurance, stamps, consular fees, etc., about — 

Shlpi>ers' commission, 5 per cent of cost 

Ocean freight, at $8 per ton of 40 cubic feet, on Hi cubic 

Marking each b(de of 2 pieces, at 7 cents per bale 

Forwaraing agents' charges, bale of 2 pieces, at 7) cents 
per bale 

Incidental charges, including revenue stamps on entry, 
bond fees, canajro to appraisers' stores, etc 

Rail freight at $8 per hundredweight on 22 pounds, 
plus war tax 

Salesmen's commission and trade discount, approxi- 
mately 10 per cent 

Total cost, excluding duty , 

Duty 

Total cost, including duty , 

Importers' profit (which incluaes rent, office expenses, 
etc.), approximately 20 per cent , 

Wholesale selling price, f. o. b. Grand Rapids — 



Chair measures 11} cubic feet, wedghs 22 pounds 
packed. Hongkong cost, 13.90 Hongkong cur- 



rency. 



under Ck»ts 



$2.14600 
.02145 
.10725 

2.26000 
.08600 

.03750 

.01600 

1.81280 

.91000 



7.33600 
.32175 



7.65676 
1.45000 



9.10 



under 

proposed 

duly of 

50 per cent 

of American 

valuation. 



Ck>sts under 
a duty of 
5 per cent 

of American 
valuation. 



S114600 
.02145 
.10725 

2.25000 
.03500 

.08760 

.01000 

1.81280 

2.57000 



8.09500 
12L 85000 



21.84500 
3.85600 



25.70 



Costs under 
duty of 
75 cents 
a chair. 



$2.14500 
.03145 
.10725 

2.25000 
.08500 

.08750 

.01600 

1.81280 

.02500 



7.35000 
.46600 



7.82600 
1.42000 



9.25 



$2.14600 
.02145 
.10725 

2.25000 
.08500 

.03750 

.01600 

1.81280 

.96000 



7.38500 
.75000 



& 13500 
1.47000 



9.60 



BBOOM HAVDLES. 



[Paragraph 414.] 
STATEMENT OF SAICUEL WASSEBICAN, NEW YOBK OTTY. 

It appears that broom handles under paragraph 414 of the Fordney bill are to bear 
a duty of 25 per cent ad valorem, to which we are opposed. They are now on the 
free list, and there is every reason why they should remain there. 

There are between 35 and 40 broom-handle factories in the United States. There 
are about 1,000 establishments, consisting of factories, peoal institutions, and insti- 
tutions for the blind engaged in the manufacture of brooms^ with an output of about 
50,000,000 brooms annually. These establishments are spread all over the country 
firom coast to coast. Broom com, the raw material used in the manufacture of brooms, 
is grown principally in Kansas, Missouri, New Mexico, Illinois. Oklahoma, ana 
Cok»rado. Wire, twine, nails, and velvet also enter into the manufacture of brooms. 
Amsterdam Broom Co., of Amsterdam, N. Y., represented by the undersigned, the 
largest broom factory in the United States, with a capacity of 12,000 brooms daily, 
is running at present about 25 per cent normal. This concern has been in business 
for nearly 40 years, employs when running full several hundred men, and has a large 
wapelist. 

Broom handles are made out of the following hard woods: Beech, birch, and maple. 
Hardwood lumber costs about $40 per thousand feet. About 1,700 handles can be 
manufactured from 1,000 feet of hardwood lumber. The cost of manufacture of the 
handles runs from about $5 to $7 per thousand, according to factory conditions. This 
would bring the cost to the manufacturer of the handles to about $30 per thousand for 
the first grs^e. The present selling price is about $50 per thousand. The prevailing 
prices for broom handles before, during, and after the war are as follows: Before the 
war, $18 to $20 per thousand; during the war, $80 per thousand; after the war, $50 
per thousand. 
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These prices can be substantiated by invoices in my possession, and which are at 
the disposal of this committee. During the war it was almost impossible to obtain 
the nece3sary supply of broom handles at any price. This country's supply of beech, 
birch, and maple, the hard woods used in the manufacture of broom handles, is very 
limited, and our forests are now being denuded of these very valuable hard woods, 
which could be much better utilized in building homes. We should, therefore, 
welcome the importation from other countries of l£e hard woods necessary to make 
broom handles. Putting and keeping broom handles on the free list has the effect 
of stabilizing prices, so that broom-handle manufacturers here can not charge an 
unreasonable price for their product. Broom handles on the free list will also enable 
l^e broom manufacturer to turn out his finished product, the broom, at a lower price. 
Broom handles on the free list will enable the consumer to reap the benefit. 

Broom handles on the &ee list will not injure the broom-handle manufacturers, a^ 
they are to-day receiving more than a fair margin of profit and need no protection. If 
a duty is put on broom fiandles, it will encourage the handle manufacturer to raise his 
prices even above that now prevailing. This household necessity , the broom , is in the 
possession of and purchased by every thrifty and careful housewife in the land and 
should not be called upon to bear the burden of any duty. The broom manufacturer, 
in competition with tne vacuum cleaner, carpet sweeper, and other devices, has a 
difficult time, indeed, in making both ends meet and putting out an article at a moder- 
ateprice. 

We have no knowledge of the broom-handle manufacturers having requested this 
tariff. They have always prospered without it and do not require it now, while many 
broom manufacturers have requested at prior tariff hearines that broom handles be 
placed and kept on the free list. Furthermore, it would be such a small aourceXof 
revenue to the Government as to be negligible. 
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[Paragraph 501.] 

BTATBXBNT OF EDWIN F. ATKIKS, BBPBBSENTINa E. ATKINS 
& CO., BOSTON AND NEW YORE. 

Mr. Atkins. My name is Edwin F. Atkins; I represent E. At- 
kins & Co., Boston and New York. 

Senator McCumbeb. And your business ? 

Mr. Atkins. Our primary business is that of sugar importers 
and managers of sugar estates. 

I am afio president and director and manager of several sugar 
estates in Cuba. 

Senator MoCuMBBB. Mr. Atkins, you can make your own state- 
ment in your own way. I will ask that Senators allow Mr. Atkins 
to proceed and get through before any questions are asked. 

Hfr. Atkins. I prepared a brief when I was asked to come here 
on September 2, but for the sake of brevity I propose to give 
you a statement embodying the salient points of that brief, instead 
of attempting to read uiel)rief here, which would take too much 
time; and then the brief will be presented later for publication, if 
it is your pleasure to do so. 

An experience of over 40 years in the island of Cuba, coupled 
with the substantial character of the American interests which I 
represent, justifies, I feel, my request to appear before you and 
make protest against the enactment into law of the rates upon 
sugar proposed by the Fordney bill. I speak primarily for American 
interests, out I atso appear as a friend and coworker with the Cuban 
people, with whom for nearly half a century I have been associated, 
llie rates proposed are higher than the duties in either the Mc- 
Kinley, Wilson, Dingley, Payne-Aldrich, or Underwood tariff acts. 
They are higher than any duties which have been imposed upon 
sugar in over 30 years. Recognizing, however, that the demands 
of the Federal Government require an increase in its revenues, I 
realize that yoxu* committee must be shown that either the pro- 
posed rates will not produce the expected revenue or that there 
are special reasons why the rates snould not be made effective. 
The objections to the bul to which I wish to call your attention are 
as follows: 

The rates are so high that they will check importations and re- 
duce revenues. Cuba is in dire financial straits, and instead of 
aiding her in her hour of distress this bill will create a more serious 
situation than now exists in the island. 
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Cuba is one of the best customers Ajnaerica has, and America's own 
business interests are threatened by the proposed bill. 

After freeing Cuba from Spanisn rule, we undertook a wardship 
unique in the history of international relations. As a result of 
that wardship we are morally bound to help Cuba and not to injury 
her. 

The second paragraph of the proposed sugar schedule, which 

{)ermits certain domestic manufacturers to import sugar "at three- 
ourths of the rate of duty to which such sugar would otherwise 
be subject, " is not only a domestic class discrimination, but it is 
apparently a violation of our treaty with Cuba. 
Now, I want to touch upon the conditions in Cuba. 
Between June and December, 1920, the price of Cuban raw sugar 
dropped from 22^ cents to 3i cents per pound. The phenomena 
drop in price from the highest known since Civil- War days to the 

Erewar level has caused the greatest distress. The past six months 
ave been but a series of bankruptcies, insolvencies, and failures of 
the most prominent banldn^ and commercial firms of the islands. 
As a result, to-day practicdly the entire banking business of the 
island is in the hands of American and Canadian banks, the success 
of which is entirely dependent upon Cuba's sugar industry. 

Unfortimately, the disaster which Cuba has suffered was not con- 
fined to her banks and to her men of wealth, but the greatest distress 
has come upon the laboring class. Upon the mills ceasing to grind 
at the end of the season — that was last May and Jime — ^many estates 
found they could not pay their laborers. In the absence of money, 
men were paid off with vouchers, and the laborers were forced to 
accept the pay vouchers which locally passed as currency and had to 
be accepted as the estates had nothing better to offer. 

Under the conditions which confronted them, those laborers who 
could find passage money left the island either for their homes in 
Spain^ Haiti, Jamaica, or the Canary Islands. Those who could not 
do so were forced to remain and make the best of the situation. They 
are now not only out of work, but they and their families are in 
absolute want. Such of the laboring element as is able to leave the 
island will probably not return, and a shortage of labor for the coming 
crop is certain. 

I might add here that many of the passages of these laboring 
people are paid either by the Cuban Government or by the Spanisn 
Government, in order to assist them. 

Many Cuban producers are being forced into bankruptcy, and the 
condition of the Cuban farmers and laborers is most serious. Banks 
and bankers have large sums outstanding as loans to the estates, 
which can not be collected except through the prosperity of the sugar 
industrjr. 

American exporters of goods to Cuba have some $125,000,000 of 
uncollectible bills outstanding, their correspondents being unable to 
pay owing to their inability to collect. In many of the country dis- 
tricts the grocery stores have been closed, the storekeepers oeing 
unable to obtain supplies from their customers; that is, they can not 
buy because they can not pay. The small farmers or colonos, as 
well as the large sugar estates, with few exceptions, have been unable 
to employ labor during the past months. All the Cuban banks, with 
the exception of some private institutions, were forced to dose, and 
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the island is entirely dependent now upon the banking institutions of 
the United States and Canada, which, through force of circumstances, 
have been obliged to restrict credits to a minimum. In many dis- 
tricts the coimtry people are suffering from hunger and are without 
proper clothing ana the necessities of life. Women and children and 
many laboring men are being fed by charitable societies and such of 
the sugar estates who have any means at their disposal, also through 
municipal governments. These conditions have given rise to grave 
fears ol poEtical distiurbances and attacks upon property which may 
call fox American intervention. 

I might add here that I am speaking in regard to the conditions of 
these people from actual expenence. I have been taking care of a 
CTeat many of these people, and I know that many other estates 
nave be^i doing the same through the summer time, because they 
could not give mem employment and they have been simply feeding 
them out of charity. 

Under the reciprocity treaty with Cuba, following the peace 
treaty with Spain, known as the treaty of Paris, special concessions 
were granted by Cuba to the United States amounting to from 20 

ger cent to 40 per cent preferential duties, and in return the United 
tates accorded a 20 per cent preferential on Cuban sugar and other 
products. lYade thereafter between the United States and Cuba 
showed a tremendous gain. 

|(r Previous to the Spanish-American War our exports to Cuba were 
approximately $25,000,000 per annum. Last year, as shown by 
the Statistical Abstract of Uie United States, our exports were 
over $500,000,000. ITiese exports comprised pretty much all of 
Cuba's requirements, and report of the department of commerce 
of the Cuban Government for 1919 giving imports into the island 
from all parts of the worlcl showed mat me United States had fur- 
nished 78 per cent of all Cuban imports. The balance of her imports 
not coining from the United States were composed of merchandise 
and articles not produced here, or with such articles with which we 
could not compete in price. Since the Spanish-American War 
Cuba has always been one of our best customers, but last year she 
rose from the seventh place to the fourth; that is, she occupied the 
fourth place as among our customers purchasing from the United 
States; ner purchases amounted in value to 80 per cent of all mer- 
chandise purchased by South American countries. 

I submit a tabulation giving the values of the principal com- 
modities exported by tJie United States to Cuba in 1920, the last 
figures available. A glance at this list makes it clear that any injury 
to Cuba's buying power will immediately affect American manufac- 
turers. This is a condensed list taken from a very long list of all 
the exports, and this, I think, is accurate. I will only touch upon 
a very few of the leading articles that go to Cuba: 

Wheat flour, $17,000,000, and then comes automobiles, $14,000,000; 
freight cars, $10,000,000; bituminous coal, $13,000,000; textile goods, 
$60,000,000; wearing apparel, $14,000,000; foodstuffs of all kinds, 
nearly $63,000,000; od and grease, $13,000,000; manufactures of iron 
and steel, $26,000,000; locomotives, $8,000,000; sugar-mill machin- 
ery, $13,000,000. That machinerjr comes from Ohio, largely: 
B rmingham, Ala., and various points in New York State and 
Michigan; a good deal of it comes from Detroit. Steel rails, over 
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$7,000,000; parts of other machinery, more than $17,000,000; 
boots and shoes, $21,000,000. 

Now, those exports jgo from my own country— that is, the New 
England States, very largely Massachusetts. They have taken all 
of the trade of Cuba in boots and shoes. Manufactures of leather, 
$2,000,000; paper and bags, $7,800,000; soaps, $1,251,000. Here is 
pitch pine and railroad ties, shmped principally from our Southern 
States, over $15,000,000; manufactures of wood, $2,500,000; boilers 
and parts, over $5,000,000. 

I will not tire you with the other items, but simply say that the 
entire value of these exports last year exceeded $500,000,000. 

Of products of our farms, we shipped nearly $15,000,000 of lard; 
of hams and shoulders, over $5,000,000; of com ana oats, over 
$5,000,000; of sausage, $2,500,000; and of cheese, $1,000,000. Of 
cattle and hogs we shipped $3,500,000; condensed milk, I think, 
$8,000,000. We also sold to Cuba fertilizers to the extent of 
$8^0,000. 

The list I submit is an imposing one and concerns sending over 
$500,000,000 of products of various kinds to Cuba were American 
concerns doing business in the island and fully as dependent upon 
her welfare as the ^ower of cane in the island itself. 

As President Mc^onley so wisely said in his address at BufiFalo: 

We must not repose in fancied security that we can forever sell everything and buy 
little or nothing. 

The Fordney bill will reduce the buying power of Cuba with the 
inevitable loss of trade to countless American concerns of whom she 
is a customer. 

The statistical abstract of the United States for 1920 shows that 
we paid Cuba for that jear $721,000,000. As she purchased from 
us about $515,000,000, it will doubtless be said that the balance of 
trade of $206,000,000 was against America, and for that reason Cuba 
took more than die gave. Such a statement would overlook two 
vital considerations: 

First. The value of imports from Cuba do not represent money 
payments sent to the island. The investment and ownership by 
American interests in Cuba means that Yeiry large sums are paid to 
these American interests in the shape of dividends, interest cnarges, 
transportation, etc, which would more than oflfset the figure given as 
the balance of trade in Cuba's favor. 

Second. Since the American occupation there has been a tre- 
mendous increase by the United States in its participation in Cuban 
business enterprises. 

I have stated that fully $125,000,000 is due to American exporters. 
One of the largest items of this indebtedness is due for sugar machin- 
ery which has been sold partly upon installments. The cotton-textile 
people who have formed a creditor's protective committee advise me 
that thev have at least $6,000,000 in outstanding accounts. 

I might add that this is the New England interests alone; that 
does not include the southern cotton exporters, nor does it include 
the .woolen textiles. This does not include woolen goods or wearing 
apparel. Manufacturers of boots, shoes, ladies' nosiery, cannea 
goods, fertilizers, automobile parts, automobiles, railroad suppUes, 
steel rails, and the oil people dl have debts due them, the payment 
of which is dependent upon the success of Cuba's sugar industry. 
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Those people who have outstandmg accounts in Cuba are some of 
the best known firms m the United States in all lines of business. 

Others submit in more detail than I can fiunish the total holdings 
of the American interests in the island. It is my belief that one 
thousand millions of dollars is a low estimate for the approximate 
total of American investments there. 

The Fordney rates made permanent will work great harm to Cuba's 
sugar industry and impose an imjust burden upon American con- 
sumers. 

I am smre that our opponents will say that the producers have paid 
this additional duty, which I concede. Whenever there is an over- 
production of any article the price declines and the producers in order 
to get into this country have to reduce their pnce. After awhile 
those low prices will reauce the production, prices will advance, and 
then the consumer must pay the duties to which I refer here. I 
think that people have been very much befogged and misled on that 

Erinciple. It is a simple rule of supplv ana demand. When you 
ave a Ripply exceeding the demand tne prices go down and vice 
versa. This Fordney bm will destroy in a great measure our large 
export trade to the island and make impossible the collection ofs 
several himdreds of millions of dollars due to our banks and to oui 
exporters, which can not be collected unless the sugar business of Cuba 
prospers. 

I nave tried to show that commercial reasons of the highest im- 

Eortance demand Uiat we promote the welfare of Cuba. Tnere are, 
owever, reasons of still more weight that render it imperative that 
we do not jeopardize Cuba's international standing. 

Modem historians, in seeking the cause of wars and international 
misunderstandings, lay great weight on economic conditions. Spain 
sought to protect her own interests at the expense of Cuba and 
enacted l^islation entirely with a view to her own benefit. This 
legislation not only related to the tariff but to shipping, various forms 
of excise taxes, and the innumerable devices which monarchies are 
' known to make insufferable to colonial governments. 

I submit that with some authority, because I was in Cuba previous 
to tiiese developments. I cautioned my Spanish friends about the 
course they were pursuing, telling them they would lose the island 
unless they treatea Cuba with more justice. ^1 

As long as the European countries were dependent upon the West 
Indies for the greater part of their sugar supply, Cuba had the buyers 
of Europe competing with those of the United States, but as time 

Eassed tne continental coimtries of Europe all became producers of 
eet sugars and levied heavy duties against foreign imports. Then 
their markets were closed to Cuba. Since their production exceeded 
their consumption requirements, export boimties were paid which 
enabled them to seU free trade England at prices below the cost of 
production. Cuba could no longer compete there and so became 
dependent upon the United States. Fortunately for her a counter- 
vailing duty, in addition to the regular tariff, had been imposed by 
the United States against those countries paying an export bounty, 
and the United States became the market for ner sugar. 

In 1890 the McKinley tariff bill was passed and by what was known 
as the Aldrich amendment power was conferred upon the President 
of the United States to negotiate treaties of reciprocity which would 
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admit sugar free of duty froiii such countries as would make con- 
cessions m their tariffs upon American merchandise. Under the 
power so conferred a treaty of reciprocity was negotiated with S^ain 
and afterwards similar treaties were made with the principal sugar- 
producing coimtries of the world, and the United States tariff on 
sugar was practically abolished; so our exports with Cuba rapid y 
increased; the cost of food supplies in Cuba was gresiij reduc d, 
and the island entered upon a period of prosperity such as it had not 
known for many years. 

In 1894 the change from a Republican to a Democratic adminis- 
tration at Washington was followed by the passage of the Wilson 
tariff bill which again placed a duty upon sugar, canceled the reci- 
procity treaties, and brought a return to the Spanish tariff rates in 
Cuba. Prices of sugar declined, while cost of living increased and 
as the estates finished their crops in the spring of 1895, all work on 
the plantations ceased. Thousands of laborers were suddenly thrown 
out of employment, and unable to gain a livelihood took to the woods 
and joined the ranks of the insurgents. The destruction of property, 
the loss to commerce, and the reduction of Cuba's sugar crop m one 
year from 1,040,000 to 230,000 tons, with the Spanish-American 
W ar which followed, are now matters of history. 

So it was in fact economic troubles that sent Gens. Gromez, Maceo, 
Marti, Garcia, and others to the fields in their ultimately successful 
struggle for independence. 

To correct this situation the United States went to Cuba's aid, 
freed her from Spain and in the process let in Porto Rican sugare, 
as well as Philippine Island sugars, free of duty. The Fordney bill 
proposes to put on a duty higher than has existed in 30 years. If 
we do it and bring about a serious curtidlment of Cuba's sugar in- 
dustry, we are not only violating our international obligation to 
Cuba but setting in motion economic forces the result of which I 
hesitate to predict. 

When Cuba accepted as a part of her constitution the Piatt 
amendment, which gave the United States the ''right to intervene 
for the preservation of Cuban independence, the maintenance of a 
government adequate for the protection of life, property, and indi- 
vidual liberty," she at the same time agreed that she would/' never 
enter into any treaty or compact with any foreign power or powers 
which will impair or tend to impair the independence of Cuba, nor 
in any manner authorize or permit any foreign power or powers to 
obtain any colonization, or for military or naval purposes, or other- 
wise, lodgnaent in or control over any portion of said island." 

In addition to this provision Cuba is, of course, debarred by the 
Monroe doctrine from aflBliating with any foreign nation, has she 
any desire so to do. The result is that Cuba is in every way, pohtically 
financially, commerciallv, and industrially tied up with the United 
States and anything wnich threatens to injure ner wiU inevitably 
injure this country. 

In 1901 EUhu Root, who was the Secretary of War, spoke un- 
reservedly in favor of this country granting tariff concessions to 
Cuba, and declared: 

Aside from the moral obligation to which we committed ourselves when we drove 
Spain out of Cuba and aside m>m the ordinary considerations of commercial advantage 
involved in a reciprocity treaty, there are the weightiest reasons of American public 
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^licy pointiiur in the same direction; for the peace of Cuba is necessaiy to the peace 
•of the United Btatee. The same considerations which led to the war witlf Spain now 
require that a commercial agreement be made under which Cuba can live. The 
•condition of the sagax and tobacco industries in Cuba is already such that the earliest 
possible action by Congress upon this subject is desirable. 

President Roosevelt in a special message to Congress urging reci- 
procity with Cuba said: 

In the case of Cuba ♦ * * there are wei^ty reasons of morality and of national 
interests why the policy shoula be held to have a peculiar ai)plication, and I must 
•earnestly ask for your attention to the wisdom, indeed to the vital need, of providing 
for a substantial reduction in tariff duties on Cuban imports into the United States. 
Cuba has in her constitution affirmed that she should stand, in international matters, 
in closer imd more Mendly relations with us than any other power^ and we are bound 
by every consideration of honor and expediency to pass commercial measures in the 
interest of her material well-being. 

This obligation to stand by Cuba was thoroughly, recognized bv our 
<jroyemment in 1902 and, I believe, m recognized to-day. • But a 
tariff bill which proposes rates which will require Cuba to pay sub- 
stantially more tnan those in effect when President Roosevelt asked 
Congress to reduce the import duties, will not promote the '* closer 
And more friendly relations" desired by our Government. 

I . want to touch on the second paragraph of the Fordney bill, 
which apparently violates the treaty with Cuba. 

The second paragraph of the Fordney bill provides that for every 
pound of domestic sugar used, a refiner can import 2 pounds of for- 
eign sugar at three-fourths of the regular duty. If sucn imports con- 
sisted of full duty sugars paying 2 cents per pound, such as Javas, 
for instance, the effect would oe that such sugars would pay less duty 
than Cuban sugars. 

In the reciprocity treaty providing for admittance of Cuban mer- 
chandise at 20 per cent less than the tariff rates, appears the following : 

Tbe rates of duty herein granted by the United States to the Republic of Cuba are 
-and shall continue during the term of said convention preferential in respect of like 
imports from other countries. 

If the Fordney bill is enacted, domestic manufacturers or refiners 
<5oming within the scope of this paragraph, could import full-duty- 
payin^ sugars at 25 per cent less than the full tariff rates; and they 
could be imported by the beet sugar factories or Louisiana refiners at 
a duty of 1.50 cents per pound while Cuba pajs 1.60 cents. The 
■object of the treaty with Cuba was to give to the island a preference of 
20 per cent over all like imports from other countries. Manifestly 
^my tariff act that prevents the complete carrying out of our treaty 
obligations with Cuba would be a breach of international faith, which 
I can not believe the Government of the United States intends to 
commit. 

One of the representatives of the refiners, whom I think is present, 
can elaborate a little upon the refining end of that paragraph. 

Senator Smoot. Mr. Chairman, I do not know whether Mr. Atkins 
can answer the questions I want to put to him or whether the gentle- 
man who is trying to tell him what 1 am saying can follow the exact 
words as I say them. 

Senator McCumbeb. Perhaps if you use his speaking tube you can 
carry on your examination without difficulty. 

Senator Smoot. All right; I will try that method. 



Digitized by 



Google 



2180 TARIFF HEARINGS, 

Mr. Atkins, you have always been opposed to the creation of a 
beet-sugar industry in the United States, nave you not? 

Mr. Atkins. Certainly not; I deny that most emphatically. At 
one time I was the representative of the largest holders of beet-sugar 
stocks in the United otates. 

Senator Smoot. I am aware of that, Mr. Atkins, but let me read 
you your testimony. You are perfectly willing to stand by your 
testimony given before the committee in tlje House ? 

Mr. Atkins. If I have not been misinterpreted. Let me see it. 

Senator Smoot. I will read it to you. This was before the Hard- 
wick sugar investigation committee, 1912 [reading]: 

Mr. Madisok. You stated a moment ago, Mr. Atkins, or this morning, .that yon 
decidedly opposed going into the beet-sugar business. What wa^ the reason of that? 

That was a question that Mr. Madison asked you. I want to read 
you your answer-^not what you are going to say now, but what you 
did say [reading] : 

Mr. Atkihs. The beet-sugar business was a competitive business. It produced in 
the western territories, where our market lay. That is, I say, "our market" — I mean 
the market'of the refiners, the various refiners, of the United States. As tiiat industry 
grew — and I foresaw that it would grow rapidly — I believed that it would reduce the 
volume of business not only of the .\juerican Sujgar Refinery Go. but all the refineries 
on the Atlantic coast; and although we had millions of dollars invested in the business 
there we were building up a competitive business, one that would compete with our- 
selves, and which was bound to get away from as; we could not control it in the end. 
I say "we" — I had no connection whatever with it. That was simply a businesfr 
man's opinion. 

Mr. Raker. How far west do you ship? 

Mr. Atkikb. We ship, when we are able to do so, out to Omaha and Kansas City. 

Mr. Raker. You ship no further weat than these points? 

Mr. Atkins. We would if we could, but we can not get in th^e owing to the com- 
petition of the beet factories. 

I am not going to read any more of your testimony, but that is what 
you testified in 1912, and that is why I asked you if you are not 
opposed to the creation of the beet-sugar industry in the United States- 

Mr. Atkins. Mr. Chairman, if you will bear m mind that that was 
an examination by the — ^whatever is the name of that committee 

Senator Smoot (interposing). The Hardwick conmiittee. 

Mr. Atkins. An examination of me as the representative and 
chief of the American Sugar Refining Co. My testmiony was given 
there with that onlj in view, and when I speak of opposing the 

Eolicy of the American Sugar Refining Co. m entering upon this 
eet business, I did so because I thought it was inconsistent for them 
to be on both sides. They could not follow up, as they should do, 
the beet-sugar industry and also the refining business. 

Senator Smoot. You do not say that in your testimony. You 
spoke for the American Sugar Refining Co., and you were at the 
head of that concern. Did you speak for all of the sugar refiners in 
the United States ? 

Mr. Atkins. Exactly, sir. I intended to speak for every refiner, 
because the business of the American Sugar Refining Co. was the 
refining business of the United States, ana I knew that the rapid 
development of the beet sugars would gradually drive them back, 
and it has been proven to be so. 

Senator Smoot. Certainly. Nobody contends that it has not been 
a competitive business of the sugar refineries themselves, the same 
as evidently appeared in 1911 when the sugar refiners would have 
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i>laced a price upon the sugar in the United States on account of 
ack of sugar in that year that would have made the American 
?eople pay more money than all of the beet-sugar refiners in the 
Tnited States had cost them. 

Mr. Atkins. I beg to take exception to that statement. The sugar 
refiners would never care to do such a thing as that. 
Senator Smoot. They did it up to November. 

Mr. Atkins. Not at these extreme prices. 

Senator Smoot. Absolutely, and I can prove it. You say that the 
sugar producers are in dire financial straits ? 

Mr. Atkins. Yes. 

Senator Smoot. Do vou not know that the beet-sugar people are 
in just as dire straits, financially? 

Mr. Atkins. I am fully aware of that, Mr. Chairman. 

Senator Smoot. But you are perfectly willii^ they should be t 

Mr. Atkins. No, sir; I am not perfectly wifling that they should 
be. I will tell you, if you will hsten one moment, that when I came 
down here cdTter the last change of the tariff I made as strong a plea 
as I could in favor of the beet-sugar manufacturers havinjg sufficient 
protection, which we settled upon at that time to the satSfaction of 
everybody, a cent a pound against Cuba. 

Senator Smoot. You say "to the satisfaction of everybody.'' 
Who do you mean by "everybody''? 

Mr. Atkins. I mean the oeet-sugar producers as well as every- 
body else. 

Senator Smoot. Then I deny that. Cuba is a fair customer of ours, 
is she not?* 

Mr. Atkins. Yea. 

Senator Smoot. She has preferential rates on all e&portations, does 
she not, of 20 per cent, ana we have a preferential rate on all goods 
going into that country? 

Mr. Atkins. From 20 to 40 per cent. 

Senator Smoot. If she could buy her goods cheaper anywhere else 
there is where she would buy. 

Mr. Atkins. She can not ouy them, under treaty. 

Senator Smoot, Oh, yes; she can. She can buy anywhere she 
wants to. But she gives the American manufacturer 25 per cent 
advantage. 

Mr. Atkins. If she can do it, there is no reason why she should 
not' buy somewhere else. 

Senator Smoot. Oh, yes; but you said she could not. 

Mr. Atkins. She can not break with the United States on account 
of treaty. 

Senator Smoot. The treaty does not bind her from buying goods 
anywhere on earth. Cuba was responsible, was she not, for the 
importation of nearly 800,000 tons of sugar into the United States 
from Java and from other parts of the world, when Cuba was trying 
to hold the price up to 24, 25, and 26 cents a pound, was she not? 

Mr. Atkins. No, sir. 

Senator Smoot. Why did the United States Government, through 
its Food Administration, ask certain men in New York to scour tne 
world for sugar and import into the United States to break the 
Cuban price, if that were not true? 

Mr. Atkins. They did not understand the situation. 
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Senator Smoot. Oh, no. 
Mr. Atkins. Will you wait a moment? 
Senator Smoot. Yes. 

Mr. Atkins. I was called to Washington two years ago, I think it 

was, when I came back from Cuba, for an interview with Palmer. 

He wanted the various sugar people to make suggestions about how 

the price of sugar should be cnecked. He said it was going up to a 

very high point. I said, ''Mr. Palmer, I have just come from Cuba. 

I can assure you that there is no real scarcity of sugar." I said that 

there was sugar enough in Cuba to nm the United States throiigh into 

the next beet crop in October, and this was early in June, lie said. 

"How do you know that?" ''I have seen the su^ar in Cuba. I 

know that there is a large stock of su^r in the intenor of Cuba that 

never has been reporteS." They omy reported the stocks in the 

ports, and ''I know that there is sugar enough there to supply this 

coimtry-up imtil the 1st of October, together with what other sugar 

is to arrive." 

But he did not think I was right. I knew I was right. 

Senator Smoot. I know you were right, too; and Mr. Spreckels and 

myself testified before a Senate committee that there was ample sugar 

to take care of the situation, but that was not what the Government 

was after.. They were trying to break the price of sugar, and only 

last week there was a bill passed the Senate CTantin^ to one of these 

importers of sugar a claim of $1,000,000, and the claim was pressed 

by our own department because of tne fact that they had requested 

them to bring this sugar in, and it did not come here — the last two 

shipments — ^until the price had broken in Cuba. They paid 11 cents 

for it, and we just the other day granted the claim of over $1,000,000 

to that one impdrter upon one importation of 9,000 tons of sugar. 

Mr. Atkins. Because the Government had requested it. 

Senator Smoot. Certainly. That is why I said the Government 

had to go to work and get 800,000 tons of su^ar from somewhere else 

besides Cuba to break the price that the Cuban planter was holding 

his sugar at. 

Mr. Atkins. There was no need of that on the part of the United 
States Government. They took that responsibility entirely upon 
themselves. They disregfij*ded the advice of the sugar people who 
knew about the situation. 

Senator Smoot. But it was the only way that the Cuban price was 
broken; that is what broke the price and nothing else. 

Mr. Atkins. It would have oroken. I told Palmer at that time 
if he would call the newspaper reporters in — tiiey were waiting out- 
side of the door — and tell tihem that the consensus of the opinion of 
that meeting was that there was plenty of sugar, if carefully handled, 
to carry the coimtry through and to prevent a further advance, that 
it would check all of these high prices. If he had taken my advice 
they would have had none of wose high prices. 

I^nator Smoot. They did take your advice as far as the Senate 
was concerned, and we held that mvestigation of the whole thing, 
and the Sugar Equalization Board was there. The Sugar Equaliza- 
tion Board took exacUy Uie opposite position; and I think that Mr. 
Spreckels and I were the onlv two witnesses who said there was 
ample sugar in Cuba and in the United States to take care of the 
situation. But that does not affect the price. The price of sugar in 
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Cuba did not decline until importations began, and the result of 
those importations has been that there has been too much sugar in 
the market, together with the extreme amoimt of sugar that Cuba 
produced — 3,900,000 tons — and that is what is the trouble with the 
su^ar market to-day, and you as a refiner must know it. 

Mr. Atkins. Of course, I know it — that the trouble to-day is over- 

SroducUon of sugar, and I also know that for overproduction Mr. 
[oover is directly responsible. He, in his desire to help win the war 
and to do everything m his power — ^and he did it well, too : I appre- 
ciate his ability — but he is responsible for this overproduction of 
sugar. 

Senator Smoot. Your position is, of course, that the beet sugar has 
got to stand this? 

Mr. Atkins. No. 

Senator Smoot. Cuba brought it on. 

Mr. Atkins. Why do you make such an assertion as that? 

Senator Smoot. feecause of the very fact that you know very well, 
as you are a refiner, that the cost of sugar here in America is more 
t^an a cent a pound above what the co&t of sugar in Cuba is. You 
know that and every other refiner knows it, and you yourself testified 
as to how interested you were and about the charity that had been 
extended to the laboring people of Cuba. It seems to me that if you 
wanted to extend charity to the Cuban laborer you people ought to 
pay them more than 65 cents a day in store pay. 

Mr. Atkins. How is that? Why do you make such an assertion 
as that? Here I am, an American citizen from Cuba. There are 
many others there also in the same position. We have done every- 
thing in our power to take care of our laboring population. I have 
Said those men a dollar a day all throudi the summer time when I 
id not need them at all, in order that Siey might provide for their 
families, and I resent the charge that I have only paid 65 cents a day. 
It is not true. 

Senator Smoot. I do not know what you have been doing, but 1 
will put in this testimonvi which no one on earth can deny, tnat the 
-price that has been paid this last winter has been 65 cents a day, 
pavable in merchandise at retail. 

Mr. Atkins. I do not know where you got that information. 

Senator Smoot. I got it from better aumority than you are, and 
it is from the officials of the Government of the united States; that is 
where I got it; and I am not stating anything here that I do not know* 

What is the duty on sugar in ESigland ? 

Mr. Atkins. I can not tell you. 

Senator Smoot. It is 4f cents a pound, is it not ? 

Mr. Atkins. I do not Imow, sir. I have not followed that, because 
we have no English business now. 

Senator Smoot. Would it not be a good thing now for the American 
refiners to get -some English business? 

Mr. Atkins. Undoubtedly; it would be a good thing for the 
American refiners to get some English business an the time. 

Senator Smoot. They are going to get it, too ? 

Mr. Atkins. I do not know. 

Senator Smoot. I am going to help them. 

Mr. Atkins. I think it very doubtful if they get it. 

Senator Smoot. I do not think so. 
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Mr. Atkins. We are trying every day. We have one of the best 
houses m Great Britain acting as our agents. We are very close to 
them. 

Senator Smoot. I think you will get it, all right. 

Mr. Atb3NS. We are trying to get that business. 

Senator Smoot. You will, if I can help you. 

Mr. Atb3NS. We want to get it, but the trouble is you have not 
only to arrange for the export of this sugar. You have got to arrange 
for a buyer. "You can lead a horse to water but you can not make 
him drink" until he gets thirsty. 

Senator Smoot. I guess he is thirsty now, and I want to help you. 
I think that is what we will do. I think you will get the export 
business. 

Mr. Atkins. Now, tell me how you are going to get it. 

Senator Smoot. I do not know that it would do any good to go into 
details, but if you will come to my ofiBice I will tell you. 

Senator Walsh. The Senator wants to keep you out of this country 
and send you over to Ghreat Britain. 

Senator Smoot. No; I want. Senator, to do something to reUeve 
the situation that was brought onto this coimtry by the Cuban sugar 
manufacturers. 

Senator Walsh. I think you are both trying to make the con- 
sumer pay the bill. 

Senator Smoot. That is all, Mr. Atkins, that I wanted to say. 

STATEMENT OF HEimY A. BUBINO, BEPBESENTINa MIBANDA 
SXTQAB CO., NEW YOBK CITY. 

The Chairman. You represent the Miranda Sugar Co., of 79 Wall 
Street, New York City. 

Mr. RuBiNO. Yes, sir. 

The CHAiBBiAN. Where do you reside ? 

Mr. RuBiNo. New York City. 

The Chairman. Where is the Miranda Sugar Co. located ? 

Mr. RuBiNO. In the Province of Oriente, thiba. 

The Chairman. You are an importer, then ? 

Mr. RuBiNO. Yes, sir. 

The Chairman. Go ahead and state your views to the committee. 

Mr. RuBiNO. I represent the American interests who are engaged 
in the production oi raw sugar in Cuba, and we desire to present to 
you iiie facts and the proofs with reference to the magnitude of the 
American interests in Cuba. Judging from the debates and the testi- 
mony that has been introduced before your committee and the Wajs 
and Means Committee at the time the Fordnej bill first made its 
appearance as an emergency measure, it was evidently the desire of 
tine Confess to extend to the domestic sugar industry — and by the 
"domestic sugar industry" I mean not only the continental industry, 
but the industry in sugar in the insular possessions — ^reUef from the 
conditions that existed a year ago, and it was believed by the Congress 
that that relief could best be extended by increasing the duty on sugar 
and measuring the difference by what the Congress deemed to be Qie 
difference in cost of production between the domestic industry and 
Cuban sugars. 

So that primarily it affected Cuban sugars and Cuban sugars alone. 
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In order that I may logically present my argument to you, I trust 
you will bear with me for a few minutes if I state briefly some facts 
which are — some of which are necessarily known to you. 

The United States consumes annually four and one-half million 
tons, approximately, of refined sugar, and that four and one-half 
miUion tons of refined sugar comes to us in this way: The beet in- 
dustry of the United States, which produces a refined sugar when it 
is through with the process, makes approximately 800,000 tons. 

Louisiana, Texas 

Senator Watson (interposing). Four and one-half million tons 
refined is how much raw sugar ? 

Mr. RuBiNO. That is very difficult to answer, sir, because you get 
a different quantity out of beets than you do out of cane su^ar. 

Senator Watson. That is what I supposed; but I was ju^t asking 
for the information you can best give us. 

Mr. BuBiNO. As near as I can give it to you, a ton of beets produces 
250 pounds of sugar. 
Senator Smoot. No; not that much. 

Mr. RuBiNO. That is the testimony given before your committee, 
Senator Smoot. 
Senator Watson. Whether it is beet or cane ? 
Mr. RuBiNO. No; it differs with reference to cane — different in 
Louisiana cane from Hawaiian cane. 

Senator Watson. Then, when vou say that a ton of raw sugar 
produces 250 pounds refined, you nad reiference to beet. 

Senator Smoot. You could get as much as 250 poimds out of a ton 
of beets of the very highest saccharine content. But the average is 
233, so our department says. 
Senator Watson. That "has been my understanding — ^235 pounds. 
Mr. Rubino. I gave the highest figure. 
Senator Smoot. I know you did. 

Mr. Rubino. Approximately; 200,000 tons come into the markets 
of the United States from Louisiana and Texas. That sugar is raw 
cane sugar, but is refined or clarified in most of the plantations or 
factories in Louisiana, so it is a higher grade of sugar. 

So that, generally speaking, we get in the United States a million 
tons of sugar, and that sugar is marketed in the West and in the far 
West. 

From Hawaii we receive approximately 500,000 tons of cane 
sugar, and that cane sugar is practicallv all marketed in the far West: 
some of it in the mountain States of tne West, and is mostly refined 
in a refinery controlled by the Hawaiian plantations in Califomia — 
the California-Hawaiian Sugar Refining Co. 
Porto Rico produces about 350,000 tons of raw sugar. 
So that witn a small quantity that comes in from the Philippine 
Islands, of raw sugar, there is received into the United States and 
produced in the United States approximately 2,000,000 tons. 

The eastern section of the United States consumes about two and 
one-half million tons, and that sugar is obtained from Cuba in the 
shape of raw suear and to the extent of about 350,000 tons from 
Porto Rico, which is also, like Cuban sugar, imported in a raw state 
and refined along the Atlantic coast by refiners who refine the bulk 
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of the sugar, and it is sold mostly in the Atlantic States, except when 
there is a condition of freight rates which permit it to be sold farther 
West. 

What I want to impress upon you, if I may, is this: If the theory 
of this increase of the tariff.by the Fordney bill was to ease the Amer- 
ican industry from loss, it has signally failed in that accomplishment. 

The Fordney bill has now been on tne books for about seyen months, 
and eyer since its enactment down to the present time tJie benefit of 
that increase has not increased the selling price of domestic sugar. 
It has not made it one farthing dearer to the American public: it nas 
not put one dollar into the hands of the domestic industry. All that 
it has accomplished, all that it can accomplish, is to practically ruin 
the American inyestment in Cuba, an inyestmerit that I will presently 
show you the ma^tude of and will show to you has not been any- 
thing out injured oy this measure. 

Now we plead that if you haye not benefited the domestic industry, 
if you haye not helped it-;-and that was its conceived and ayowea 
purpose — that the only thing it has accomplished is to injure the 
yastly greater American industry, that surely ought to be a com- 
pelling plea. 

Senator McLean. That is your assumption. How do you know 
what the price of American sugar would haye been if it had not been 
for the increase in the tariff ? 

Mr. RuBiNO. What it would haye been ? 

Senator McLean. Might it haye been much lower than it is nowl 

Mr. RuBiNO. It has teen lower. 

Senator McLean. How do you know ? You haye had your pro- 
tection on it and it has gone lower. Now it is mere speculation on 
your part as to what the price would haye been if there nad not been 
protection. 

Mr. RuBiNO. I can not say that. Senator, for this reason, that we 
know what the market has been; we know what the sugar has 
brought; we know that despite the tariff it has not eyen maintained 
itselL 

Senator McLean. You do not know what the price would haye 
been if you had not had the tariff. 

Mr. KuBiNO. Suppose that be true 

Senator Smoot (mterposii^). There would not haye been any 
su^ar industry in the Umted States if that had been true. 

Mr. RuBiNo. No, Senator; and you know that, and you know • 

Senator Smoot (interposing). I do know this, that the tariff has 
at least kept the industry alive, and that is all. I do not know how 
long it can liye, but without it they could not liye a month. 

Mr. RuBiNo. But is not that just as much speculation. Senator, 
as the theory that has just been advanced by the Senator, that it 
might have gone lower ? 

Senator Smoot. No. If that is the case, if your theory is correct, 
what we want to do is to take $1.60 a himdred on Cuban su^ar, 
refined, out of the Treasury of the United States and give it to Cuba. 

Mr. RuBiNO. I do not think so, sir. 

Senator Smoot. Then how could you possibly make the statement 
that you did, that it did not do the sugar-producing industry of 
America any good whatever ? 

Mr. RuBiNO. Because that is the fact. 
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Senator Smoot. Well, I say it is not the fact. 

Mr. RuBiNO. Then we may dififer upon the proposition, of course. 

When we come to the two and one^half miltion tons of sugar that 
are imported from Cuba into the United States, I am ^oin^ on the 
assumption that when you speak of protecting the Amencan mdustry 
in sugar you are not going to discriminate between the American 
interests m Utah or Hawaii or any other beet-producing State 
against the American investment in Cuba, and I want to show you 
the extent of that investment. 

There will be filed with you a memorandum, where we have 
attempted, with the greatest care and with all the data that is avail- 
able and at our command to make accurate, to show you the extent 
of that American investment to-day, represented by stocks and securi- 
ties, widely held and distributed in the United States, amounting to 
over one billion dollars invested in the sugar industry in Cuba accord- 
ing to actual figures. 

Let us compare the amount of that investment with the total 
investment of domestic su^ar, whether it be continental sugar in the 
United States or sugar embraced in the insular possessions. 

You have invested in the sugar industrv, according to the latest 
available data — and we have given the benefit of every doubt — 
SI 75,000,000; the highest that the Tariff Commission shows or the 
Trade Commission shows is $150,000,000. There is invested in the 
Hawaiian industry $208,000,000; there is invested in Louisiana and 
Texas $39,000,000; there is invested in Porto Rico $71,000,000. 
With the investment in the PhiUppine Islands, the total amoimt 
invested in the industry in the Umted States and in its insular pos- 
sessions, from which it draws 2,000,000 tons, is $545,000,000. 

So that the American industiy in Cuba has twice as much at stake 
as all the other industries. 

Senator Smoot. Of course the Cuban industry takes in the value 
of the lands that these people hold. 

Mr. RuBiNO. I beg your pardon. Senator; that is an assumption. 

Senator Smoot. WeU, it is not any assumption; it is the report. 

Mr. RuBiNO. You may have figures that are not available to us, 
but at least we can say this, that in case of many of the beet-sugar 
farmers the land that is not held directly by the beet farmers is held 
by the beet factories who actually have it under control by a lease 
or otherwise; and it also is a fact 

Senator Smoot (interposing). There is not one-fourth of 1 per cent 
so controlled. 

Mr. RuBiNO. Suppose that be true 

Senator Smoot. There is not one-foiu'th of 1 per cent. I do not 
think there is any except for experimental purposes and in some cases 
for tiie raising of beet seed. 

Mr. RuBiNO. I can not tell you the percentage. Senator, but I can 
tell you this, that I know from personal knomedge and experience 
that one beet-sugar factory controls over 50 per cent of its land, 
how many more 1 do not know. But, Ihen, we might get into a 
controversy on that proposition. 

I do know that what is actually invested in the sugar business in 
America and its insular possessions does not exceed, at its highest, 
$545,000,000, and we do know to a definite certainty that American 
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capital widely distributed here to the extent of $1,000,000,000 is in- 
vested in Cuba. 

The American industry does not turn into the Treasury of the 
United States by way of a duty a single penny, but the Cuban sugar, 
controlled by American capital, not only pay^ its cent a poimd, but 
is now asked to pay and has been paying 1.60 cents a pound. Why 
injure the American industry ? If there is any virtue in it it might lie 
that the sugar is grown here ? I have heard it said — and the author 
of this bill is reputed to have said; I hope he did not say it — that if 
Americans are foolish enough to invest their money m a foreign 
country that is their lookout. I can not credit that; 1 can not credit 
that the American investor who invested his money in Cuba because 
he was requested by this Government under a different political com- 
plexion to do so should suffer or pay the penalty for tnat reason. 

Senator Smoot. The American investor invested his money in 
Cuba before there was ever a world war. 

Mr. RuBiNO. You are quite mistaken about that. He invested 
some of it. 

Senator Smoot (interposing). I did not say all of it; I said part 
of it. 

Mr. RuBiNO. But the great bulk of it was put down there, and it 
was put down there for this reason — I am going to be very brief in 
reading this ^to you, if you will permit me, but it is reputed to be 
Secretary Hoover's statement to the President in discussing the sugar 
production of the Western Hemisphere. He is quoted as saying: 

The above figures show the tremendous increase in the production which resulted 
during the period of Government control in Cuba, against which increase the slight 
decreases in the other sources of supply were negligible. A much hi^er price than 
that which prevailed in 1918-19 mignt have conceivably^ increased production in 
the United States beet industry, Porto Rico and Hawaii, to the extent of a few 
hundred thousand tons. But the wiser policv was adopted of assuming a price level 
which would encourage production in the only source of supply from wnicn large in- 
creases could be immediately expected in response to the relatively small price 
increases, which is Cuba. 

Senator Smoot. That was not so very much of an investment. 
That was land you aheady had, and you planted more lands to get 
more cane. 

Mr. RuBiNO. No, we did not. 

Senator Smoot. I know you did increase; nobody denies that. 
But take the amount of sugar that you produced in 1917, when we 
went into the war, and then 1919, and tnat will tell you how much 
you increased. 

Mr. RuBiNO. Let me tell you that increase 

Senator Smoot (interposing) . I know it. 

Mr. RuBiNO. If you know it, then my statement will simplj be a 
repetition of something that you know. But for the benefit of those 
who do not, it is l^per cent. 

Senator Smoot. Tnat is perfectly satisfactory to me, sir. 

Mr. RuBiNO. So it is now, sir; but the beet mdustry increased 30 
per cent. The increase is not in the Cuban cane industry, as you 
would have it appear. I do not say that offensively. The Cuoan 
industry is suffermg by reason of this tremendous increase. It made 
this increase because it was requested by this Government to do so, 
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and I wonder why Mr. Atkins, is answer to jour question, when 
you spoke of the tremendous increase in price of Cuban sugar 
in 1920, did not recall to you that it was the subject of such 
acrimonious debate on the floor of the Senate, when the McNary 
bill was imder discussion, that the Cubans offered their entire 
crop to this country for — not 24 cents nor 20 cents nor 15 cents or 
10 cents, but 6i cents, and the offer was not accepted — and why 
did the Cubans increase their price ? Because the Attorney General 
of the United States tacitly agreed that the price of Louisiana sugar 
should be 18 cents — at least he agreed not to prosecute — and if 
Louisiana could get 18 cents for its sugar, would you, Senator, expect 
that the beet industry would take less, or that the Cuban industry 
would take less ? Cuoa had offered you her crop at 6i cents. Why 
did not the Government accept that offer ? I am not here to answer 
that. I am answering your argument. 

Senator Smoot. So far as that is concerned, I ask why they did 
not take it. If I had had my way they would have done so. But 
you know why they did not take it, and there is no need of discussing 
that. 

Mr. RuBiNO. I iinderstand the reason we did not take it was 
because Prof. Taussig had the ear of the Government at the time and 
thought that economically it was a blunder. Perhaps he was mis- 
taken. There was no reason why Cuba should not get its price if 
the beet-sugar people got their price. Did the beet people fare 
poorly imder that ? They got the same price. 

Senator Smoot. The beet people were restricted in price, and when 
Louisiana was allowed to sell at 18 cents they were compelled to sell 
at 10.50. We were compelled to pay $12 for beets, and we have got 
some of that sugar on hand now not disposed of. 

Mr. IRuBTNO. oo have the Cubans. The boat the beet-sugar people 
are ridUng in is no different from the boat that the Cuban sugar 

ale are riding in. They are suffering just as much and just as 
y. That is why I urged upon you for consideration — though 
it seems not to have met with readv acceptation — that presumptiv^y 
on the face of it the domestic producer has not benefited at all times 
by this increased tariff. And in answer to the Senator's question, 
the price of sugar is even below the price that prevwled before the 
duty was put on. 

Senator Smoot. You know the reason why, of course? 

Mr. RuBiNO. The reason^ sir 

Senator Smoot (interposmg). It has nothing to do with the duty. 
If the duty had not been put on it would have been just that much 
less. 

Mr. RuBiNO. The reason is the ordinary law of supply and demand ; 
and that will occur no matter what the duty is. But m the meantime, 
I am trying to press home to you that a oillion dollars of American 
industry is entitled at least to some measure of protection at the 
hands of Congress. 

Senator Smoot. Yes. But if it is entitled to some measure of 
protection by Congress, then it must pay its labor somewhere near 
what the American people pay their labor, and that it is not doing. 

Mr. RuBiNO. Senator, wnat labor does the domestic sugar indus- 



Digitized by 



Google 



2190 TARIFF HEARINGS.' 

try pay ? Does the sugar industry employ American labor for whom 
we all recognize the Ajmerican standard of living, or does it employ 
Russian labor and Japanese labor and Mexican peons ? That is the 
testimony given before your committee that that is the kind of labor 
employed, and how much diflFerence does it pay? You have heard 
somebody say that in Cuba perhaps a Haitian or Dominican Negro 
gets 70 cents a day and takes it out in store trade. 

Senator Smoot. Not 70, but 65. 

Mr. RuBiNO. I came from Cuba Friday. I manage three large 
mills there. Our laborers are not paid any such amoimt, and I know 
of none that do. 

Senator Smoot. In the mill — ^the men that raise the cane, the labor 
that is in the field the same as we have to have the labor in our beet 
fields ? There is not any labor that we can get at less than $3 a day. 

Mr. RuBiNO. The reason for that is obvious, because the farmer, 
where he happens to be an American farmer, and in the beet indus- 
try he is a scarce commodity, finds he can get a more profitable crop 
if he raises com than beets. 

Senator Smoot. That is not the question at all. 

Mr. RuBiNo. No; but it is a vital question. Your scientific 
body, the Tariff Commission, has stated that it is only in ex- 
ceptional localities that beets can be raised economically; that all the 
conditions must be just right for its production. I can only 
take the reports as I find them given by a body of governmental 
experts. If they are wrong, I can not be right. I take it 
from their reports, and apparently they have the willing ear of this 
committee and of the House Ways and Means Committee. There 
are statements in the public press from time to time that you get 
great aid and assistance from the Tariff Commission. So I assume 
that that body, with no bias and with no axes to grind, is giving accu- 
rate information, and when I make these statements to you they are 
made on the strength and authority of those experts. 

Senator Smoot. Let me tell you, I care nothing what the Tariff 
Commission says. If there was a duty sufficient to protect the labor 
of the United States against the labor in Cuba, and the American 
people felt that that would remain on the statute books for 20 years, 
there is ample — ^yes, more than ample — ground in the United States 
to raise all of the sugar that the United States would consume and 
two or three times more. 

Mr. RuBiNO. Senator, I have heard the statement made, and I 
have heard it said by so well informed a witness as Mr. Petrikin — 
I think you know him ? 

Senator Smoot. Very well. 

Mr. RuBiNO. Mr. Petrikin represents beet-sugar companies, if I 
am correctly informed, producing about 30 per cent of the crop of 
the coimtry. Chairman Fordney asked Mr. Petrikin in January of 
this year, '^Mr. Petrikin, is it a fact that the United States can produce 
all the beet sugar that it needs to supply the sugar consumption of 
the country?^' And Mr. Petrikin's answer was this: "I wisn it was 
so, but it is not humanly possible." He should know. 

Let me give you something further 

Senator Smoot (interposing). I can take my own State of Utah. 
We could produce four times the amount of beet sugar — ^yes,. ten 
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times the amount of beet sugar that We are doing to-day if con- 
ditions were such that would justify it. 
Mr. RuBiNO. Exactly. What are those conditions ? 
Senator Smoot. By equalizing the cost of producing the sugar in 
America and in Cuba; tnat is all. 

Mr. RuBiNO. Senator, may I ask you this: What makes you 
believe that there is a disparity in the cost between Cuba and this 
country ? 

Senator Smoot. To-day? 
Mr. RuBiNO. Yes; to-day or any time? 

Senator Smoot. The amount that Cuba can produce sugar for and 
deliver it in New York and have it refined. The amoimt it costs 
to-daj would not ec[ual the amount that we pay for the. beet itself — 
that IS, the saccharine in the beet. 

Mr. RuBiNO. Let us see a minute. You know, Senator, because 
you are probably the best informed on sugar of any man in Congress — 
with all due respect to the other gentlemen — ^you know that the 
State of California can produce beet sugar much cheaper than the 
State of Utah, and you know that the State of Utah can produce 
sugar much cheaper than the State of Michigan; you know that, I 
am sure? 
Senator Smoot. We can not do it much cheaper. 
Mr. RuBiNO. As much as 2 cents a poimd. 
Senator Smoot. That is not so. 

Mr. RuBiNO. If in the last three years of the sugar business, with 
the highest prices known and paid for refined sugar, why is it that 
the American beet industry has steadily declined m production, if it 
was such an easily cultivated process, and why is it that Cuba, as 
you just pointed out, can grow sugar in such great abundance, and 
if it can grow it ever so mucn cheaper why should the American pub- 
lic be made to pay the increased price for the beet sugar in order 
that that industry may prosper at the expense of the American indus- 
try in Cuba ? 

Senator Smoot. That is bringing up the whole question of the 
tariff. 

Mr. RuBiNO. Of course, that is bringing up the whole question of 
the tariflf. 

Senator Smoot. There is no need of discussing that with you. The 
committee will decide whether they want -finerican industry or 
w^hether they want a foreign industry. 

Mr. RuBiNO. I take it the committee will do justice between 
American industries, whether it happens to operate in the United 
States, in Utah, Colorado, or California, or wnether it operates in 
Cuba, 90 miles from the east coast of the United States. 

Senator Smoot. There is quite a different class of people that 
operate it, and quite a different pay roll that is paid, and they are 
just as good customers as the people of Cuba. 

Mr. KuBiNO. I do not say that we are better customers, but when 
it comes to the class of laborers I can point out to you that such 
experts as Mr. Petrikin and Mr. Edgar and other beet-sugar people 
say that they are dependent upon Mexican peons and to some extent 
upon Japanese. And when it comes to the Japanese, and the manu- 
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facture of Hawaiian sugar, • which is also being protected, I read 
your own statement made in this committee room, where you pointed 
out that Japanese clerks in Hawaii were getting $18 a month in 
wages; and that is the industry that you were seeking to protect 
by this extra tariff. 

Senator Smoot. No; it is not. I will say to you that that happened 
under forced contract, forced upon the manufacturers and growers in 
Hawaii at a time when they were compelled to enter into a contract 
that was made, and that happened because the price of sugar rose so 
rapidly in the world, and as it rose so did the contract price raise. 
But they never would think of a contract like that' in ordinary times. 
They could not live under it and you know they could not live 
under it. 

Mr. RuBiNO. Certainly, I agree with you. No more could they 
make such a contract than the beet people can make a contract for 
their beets, and the farmers, in whose mterests so much clamor is 
raised, in their own interest had to come to Congress and ask an 
investigation at the hands of Congress to secure fair prices from the 
beet sugar and mill owners. You know that just as well as I do. 
You know the report of the commission. 

Senator Smoot. I think there is no farmer but who is well taken care 
of and paid $12 a ton for beets, and that meant at least $10 sugar, and 
I do not think that si^ar sold for much more than 5 cents. 

Mr. RuBiNO. May 1 ask vou, if it not an impertinent question, if 
the desire is to protect the beet farmers of the United States, why is 
the duty on beets 5 cents ad valorem against a 90 per cent duty on 
the price of cane sugar ? Is it because me Michigan beet-mill owner 
mi^ht import plenty of beets from Canada ? 

Senator Smoot. x ou know what he imports from Canada ? 

Mr. RuBiNO. That is increasing, sir. 

Senator Smoot. It does not amount to much. 

Mr. RuBiNO. It is increasing. Senator McLean, you wish to ask a 
question ? 

Senator McLean. No; I think not. 

Senator Smoot. I will say that Mr. Petrikin will testify as to what 
he knows about sugar and about importations, and about the differ- 
ence in cost, to-morrow, I suppose. 

Senator Watson. I want to ask you what is the difference in the 
cost of production of sugar in California, Utah, and Michigan t You 
made a statement awhile ^o that accoroing to the report of the Tariff 
Commission the most profitable State to grow beets in is California, 
by reason of climatic conditions; and they have pointed out that the 
difference in growing beets under well regulated, economical condi- 
tions is as hi^h as 2 cents a pound as against Michigan and States that 
are in the Middle West zone. 

Senator Smoot. Senator, I want to explain what the commission 
did say. The commission took the mill that could produce sugar 
tiie cheapest in Califomia and took the mill that costs the most to 
produce oeet sugar in Michigan, and that is the difference; that is 
not the ordinary run of mill. 

Mr. RuBTNO. Senator Smoot, you may have read another report. 
That is not the report I had reference to. I had reference to the 
average produced in those two sections. 
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Senator Smoot. I say that any commission that would make the 
statement that with $6 beets there was $2 a ton difference between 
Califomia on the average and Michigan on the average or Utah on 
tiie average has never made that investigation. 

Mr. RuBiNO. That, sir, must be an indictment that the Tariff 
Commission must answer. I simply replied to Senator Watson's 
question. 

BRIEF OF HEHBT A. BITBIHO, BEPRESEITTIHO AMEBIOAV SXTOAB IHTEBESTS IK 

CUBA. 

This country now consumes annually about 4,500,000 long tons of raw sugar for 
refining purposes. 

Of tfiis amount there is normally produced in this country about 850,000 tons of 
beet sugar. This sugar is produced to a great extent in factories located in the Western 
States and to some extent in the Middle West. The raw beets are turned into refined 
sugar in the same factories. 

In addition, there is produced mostly in Louisiana normally about 150,000 tons of 
cane sugar. This is manufactured in so-called raw-sugar mills and many of them are 
equipped to produce refined sugar. 

In tne United States, therefore, about 1,000,006 tons of sugar is produced. 

Our insular possessions — Porto Rico, the Hawaiian and the Philippine Islands — 
normally produce, respectively, 400,000, 500,000, and 200,000 tons of cane supir 
brought to the United States and refined here. Practically all of this sugar, with 
the exception of the Hawaiian and Philippine sugars, is refined in the Atlantic States. 

The total sugar produced in our country and our insular possessions aggregates 
2,100,00^ tons. 

About 2,500,000 tons are formally secured from Cuba, concededly the largest raw- 
sugar producing country in the world. None of the sugar produced in the United 
States or in its insular possessions pays any dut^. 

The raw sugars from Cuba manufactured in its raw-sugar mills is brought to the 
United States and practically all refined in the Atlantic States. 

This sugar, by reason of a reciprocity treaty between the United States and Cuba, 
pays 20 per cent less duty thain raw sugar coming to the United States from any other 
country. 

For some years past and up to the time of the passage this year of the Fordney 
ememncy tariff, tne duty on Cuban raw sugar amounted to about 1 cent per pound. 
The Fordney emergency tariff increased the duty, making it 2 cents a pouna, and with 
the differential of 20 per cent in favor of Cuban sugars, broudit the duty of Cuban 
raw sugar to 1.6 cents a pound, or six-tenths of a cent a pound higher thaji before. 

The proposed tariff bill now under consideration proposes to continue the lUte of 
duty enacted by the Fordney emergency tariff bill. 

It is necessary in order to intelligently discuss this increase with your committee 
that it shall have some idea of how the sugar produced in the United States or which 
Inches here is sold and distributed. 

BEET SUGAR. 

This is generally sold in the Middle West and Western States and the manufacturing 
plants obtain their supply of raw beets from the territories where the plants are located 
and sell the refined sugar in that territory. 

As the expense of cultivating and harvesting the beet seed and beets (all the good 
beet seed has to be imported nom Europe) is nigh, the geographical situation must 
be consideied, as the transportation expense of the raw material and the finished 
product prevent competition too far east. Beet sugar comes in competition with cane 
8ugar only where the freight rates are not prohibitive and for that reason is rarely 
found east of Buffalo and Pittsburgh. 

LOUISIANA CANE SUGARS. 

As the climatic conditions do not favor growing cheap cane sug^ in Louisiana and 
considering its geographical location, the sale of the comparatively small amount 
of Louisiana cane sugar is limited to the South and Southwestern States adjacent to 
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Louisiana. Its relatively small production can not be materially increased by rea- 
son of limited land available. 

HAWAIIAN SUGARS. 

Practically the entire Hawaiian raw-sugar industry is in the hands of a few interests 
who are also interested in whatis known as the California and Hawaiian Sugar Refin- 
ing Co., located near San Francisco, Calif., and the refined sugar is mostly sold in the 
extreme Western States, but competes with beet sugar to the extent that inland 
freight rates permit it. It has apparently reached the limit of production by reason 
of limited land available. 

phuippinb sugars. 

The relatively small quantit^r of Philippine sugars (about all it can produce) goes 
to the Pacific coast, but as permitted by freight rates and the use of the Panama Canal 
a comparatively small quantity reaches the Atlantic States refiners. 

PORTO RICAN SUGARS. 

This crop practically goes to the Atlantic coast refiners. It also has apparently 
reached the limit of production by reason of limited land available. 

CUBAN SUGARS. 



These sugars practically go to the Atlantic coast refiners. 
As a practical proposition, therefore. 



Ao » ^x«v.t.ji^,<M i^xwjt'VMi.xv/xx, vu^^vAc, our beet, Louisiana, Hawaiian, and Philip- 
pine sugars, due to their geographical situation, leave* the lax]ge eastern territory 
(where over one-half of the refined sugar of the United States is consumed) to the 
raw sugars furnished by Cuba and Porto Rico. 

In the past the hearings before the Congress relating to the question of sugar as 
affected by the tariff legislation enacted in prior years proved and it has been gen- 
erally considered by the Congress that our own sugar production and that of our 
insular possessions were sufl&ciently protected by the duty of 1 cent per pound on 
Cuban sugars and 1.25 cents per pound on the full-duty sugars. 

The Federal Trade Commission in its "Report on the Beet Sugar Industry in tJie 
United States" (Washington, Government Printing OflBice, 1920) at page 16 says: 

"Even after the Cuban reciprocity treaty when the duty was reduced to about 
$1.35 per 100 pounds the advantage (to the beet-sugar industry) was stUl very great." 

Cuban sugars are practically sold on a parity or price basis of the free-duty sugars 
of our insular possessions, especially Porto Rico. 

The 20 per cent differential in favor of Cuba simply enabled Cuba to compete to a 
certcun extent with the full duty-paying sugars from other countries and even this ap- 
parent advantage disappeared when the full-duty sugars sold in competition with 
Cuban sugars and Cuban sugars in turn competed with the free-duty sugars of our 
insular possessions. 

It is only at such times when raw sugar sells at a very low price that Cuba is enabled 
to sell its sugar in competition with the full -duty sugars, and since the enactment of 
the emei^gency tariff tne full-duty sugars have successfully competed with Cuban 
sugars. 

Since the enactment of the Fordney emergency tariff, Cuban, as well as full-duty 
sugars, have sold on a price basis equivalent to free-duty sugars and at no time has the 
increased tariff of six-tenths of a cent been borne by the American consumer. (At 
times refiners have purchased full^duty sugars and Cuban sugars at a slightlv higher 
price and only where these sugars were reexported to Europe and the benefit of the 
drawback obtained.) The increased tariff, tnerefore, has in all cases been borne by 
the Cuban producer. 

It is reasonably certain that any increased tariff will continue to be home by the 
Cuban producer. That Cuba is not benefited by the differential in her favor is well 
known. The report of the United States Tariff Commission furnished to the OongreBS 
pursuant to section 704 of Title VIT of the act of September 8^ 1916, on "Reciprocity, 
and commercial treaties,'' clearly shows that the American price throug^ut the laigei 
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part of each year was determined iipon the basis of the duty on Cuban eugar and not 
on the full-duty sugars, and the American consumer gained all or most of the remitted 
duty through a corresponding reduction in the price of sugar. 

The American price throughout prior years was consequently on the basis of the 
Cuban duty and they inured wholly to the benefit of the American consumer and up to 
the outbreak of the war the American consumer was gaining the whole of the benefit 
from preference to Cuban sugar. 

The Tariff Commission reached certain general conclusions on this subject, one cf 
which reads as follows: 

**The imports into the United States from Cuba appear to reflect the influence of 
reciprocity to a much less significant d^;ree than do the exports of the United States 
to Cuba.'* 

Assuming therefore that any increase in the tariff on sugar is not borne by the Amer- 
ican consumer, but bv the Cuban sugar producer, the present proposed increase is 
opposed on the ground that it will do serious injiur to the larfi:e amount of American 
capital invested in the sugar industry in Cuba.' The proposed tariff, no matter what 
its avowed purpose may be, is either a tariff for revenue or a tariff to protect American 
industries. Whatever may be its purpose the arguments to be hereinafter advanced 
apply with equal force. 

Assuming solely for the purpose of argument that our own sugar production and that 
of our insular possessions need protection, it is urged on your committee that the Cuban 
sugar industry, the largest in the world, is for all practical purposes an American 
industry and institution. 

Due to changes in ownership that have been going on steadily for a number of years, 
and especialljr within the last few years, the American investor i^ttracted by the favor- 
able geographical and climatic conditions of Cuba, the seeming protection afforded by 
the various treaties between the United States and Cuba, especially the treaty of 1903. 
deemed himself safe in making large investments in Cuban sugar mills, lands, allied 
and associated industries and businesses, and the attempt has been made in this brief 
and its supporting exhibits to present to your committee the extent of such invest- 
ments. 

A careful investigation has been made and it is the belief that the data secured is 
reasonably accurate. It is 8up|>orted in maiiy instances by the latest balance sheets 
of the corporations whose data is quoted. Recourse has been had to approved and 
reliable financial agencies, sugar-trside agencies, those familiar with the sugar business, 
and officers of the corporations whose names are set forth. 

Exhibits have been prepared and will be submitted with this brief which it is 
believed will startle and amaze your committee as to the vast extent of American 
capital invested in the sugar industry in Cuba. From the best sources availa>)le it 
appears that the securities outstanding, such as bonds, stock, etc., are widely held 
and distributed among investors of the United States. 

Before quoting the total of these figures it may be well to point out that it appears 
that the aggr^^te amount of American capital invested in the Cuban sugar industry 
is far greater than the combined amount of American investments in the United 
States beet-sugar properties, the Louisiana sugar industry, and the sugar industries 
of our entire insular possessions. 

It is obvious that if our sugar industries need protection, the Cuban industry, 
practically owned by Americans and in which the American investing public is 
vitily interested and involving more than the combined investment of this country's 
sugar industry and that of its insular possessions, is entitled to the same measure of 
protection. 

Certainly if a 1 cent per pound duty was deemed sufficient to protect our sugar 
industries, now that it appears that our industry in Cuba is vastly greater, the pro- 
tection to our own investment should not be increased at the expense of our industry 
in Cuba. 

The proposed increase of six-tenths of a cent per pound, while it may afford a 
greater measure of protection to our own sugar industry, would ruin our industry in 
Cuba and utterly destroy our American investment there. 

In tabulating the schedules accompanying this brief, the endeavor has been made 
to show: 

1. The investments of companies in Cuba represented by corporations organized 
in the United States and including companies or sugar estates solely owned by 
Americans. 
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2. Sugar estates financed by American banking and other American interests and 
for all practical purposes controlled and owned by them. 

3. American-owned interests located in Cuba dependent entirely or in great part 
upon its si^r industry. 

4. American manumcturers and business houses dependent in whole or in great 
part upon their business with the Cuban sugar industry. 

5. Tne investment in the beet-sugar industry of the United States. 

6. The investment in the cane-sujOfar industiy of Louisiana and Texas. 

7. Investment in the cane-sugar industry of Porto Rico. 

8. Investment in the cane-sugar industry of the Philippine Islands. 

9. Investment in the cane-sugar industry of the Hawaiian Islands. 
Schedules 5 to 9, inclusive^ have been taken from such publications as *' Moody's '^ 

and other well-known agenaes^ and where no other data was available the rating 
given by the commercidf agencies has been taken into consideration. 

Cuba's production of sugar is the laigest in the world. 

As the present crop is not yet completed, the crop ending in 1920 is taken as a basib 
for production. That crop in round numbers amounted to 3,725,000 tons and again 
using approximate fipiu'es the production in the mills owned and controlled by Ameri- 
can capital amounted to 2,500,000 tons or about 67 per cent. It appears, therefore, 
that with a production of more than two-thirds owned by American capital in Cuba, 
this production exceeds the entire production of the beet sugar and cane sugar industry 
of the United States and its insular possessions. 

Or to state it more definitely, the amount of Cuban cane sugar annually consumed 
in the United States is fumiBhed entireljr by American capital. 

When we come to the amount of money involved, the figures are even more startling. 
Over $1,000,000,000 appears to be invested in Cuban sugar mills and its allied business 
dependent upon sugar. The combined investment of the beet-sugar industrv of the 
United States, its cane sugar and its insular possessions, aggregates $545,000,000. 

A brief summary of these investments is as follows: 

CUBA. 

Sugar mills and estates owned by Americkns $621, 219, 766 

Sugar estates controlled by Americans by rea£on of their being financed 

by Americans 125, 000, 000 

Investments in Cuba owned by Americans dependent entirely upon 

the sugar bus^iness 156, 250, 000 

Amounts due Americans for machinery, merchandise, and supplies 

and secured in part by equipment tniste, etc 128, 600. 000 

Total 1,031,069,766 

Beet-8ufi:ar industry in the United States 172, 610, 022 

Cane-sugar industry in the United States 32, 828, 407 

Cane-sugar industry in Porto Rico 59, 708, 527 

Cane-sugar industry in the Hawaiian Islands 208, 911, 520 

Cane-sugar industry in the Philippine Islands 71, 200, 000 

Total 545,258,476 

These figures speak for themselves. The proposed permanent increase is 60 per 
cent liigher than the present tariff, a very considerable increase (this is after the 
differential of 20 per cent is taken into consideration). In dollars and cents and as a 
revenue measure it means $35,000,000 more to the Treasury of the United States. 

We will presently show the ruinous result to the American investment in Cuba, an 
industry of over $1,000,000,000 is at stake and has its existence threatened by a tariff 
which will ^deld $35,000,000. But it is by no means certain that it will mean 
$35,000,000 to the United States and for these reasons: 

If the basis of our belief that this increased tariff will niin the American invest- 
ment-in Cuba is correct, it will also ruin the Cuban investment in sugar and this will 
certainly result in a vast reduction of the sugar production in Cuba. 

The imports of sugar into the United States from Cuba will be correspondingly lees 
and the United States will not be able to fill the national sugar bowl, because if Cuba, 
with the differential in her favor, can not produce sugar, then the full duty sugars 
can not be produced, and this country and our insular possessions do not furnish half 
the amount of sugar needed in the United States. (The full duty sugars are not 
sufficient in volume to make up the difference.) 
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The imports into the United States are, of course, problematical, but it will be con- 
^derablv less than the $35,000,000 expected besides jeopardizing the |50,000,QOO no 
obtained from the present duty. In other words the decreased imports are not likely 
o realize any duties to the United States more than is being at preeent realized and if 
this be true an investment of $1,000,000,000 of American capital has been mined or 
ruined to a ereat extent in the hope that a revenue will be produced. 

The American companies that now operate in Cuba have and expect to continue 
to'^ay laiige taxes to the United States, both in the shape of coiporate taxes and in- 
<X)me taxes. To ruin this industry or cripple it will deprive tne United States of 
obtaining these taxes to a far greater extent than the amount of revenue expected to 
be obtained through the tarin increase. Our own sugars produced in this country 
and our insiilar possessions pay no duty and furnish no revenue to the Government in 
the sense of a duty eauivalent to the tariff; therefore is it fair to the American invest* 
ment in the su^ industry in Cuba to cause a duty to be paid due solely to the mere 
iskct that Cuba is classed as a foreign country? 

Cuba was originally a Spanish possession, the same as Porto Rico and the Philippine 
Islands. At the successnil termination ot the war with Spain we acquired by puiv 
chase the Philippine Islands and Porto Rico was ceded and they became part of the 
United States. • 

Cuba was granted independence. The United States looked with approval on the 
effort of the Cubans to establish an independent from of government. Cuba was 
granted full, free, and independent government (except as limited by the Piatt 
amendment) by tiie approval of the united States. Tlie entire industry of Cuba 
revolves around sugar; it is its life, it is its main artery; cripple or ruin it and the 
entire economic life of Cuba is at an end. 

Whil« granted independence, the two other sugar-producing countries, the Philip- 
mne Isluids and Porto Rico, gained measurably more by becoming a part of the 
United States, as their sugars came in free. 

CubaJi sugars pay a duty. Our unselfishness in granting Cuba independence 
should not be made a sham independence, if her main article of livelihood is taxed 
merely under the guise of being a foreign country. It must pay a duty on its principal 
and practically sole commodity, especially when it appears that that commodity for 
all practical purposes is owned by Americans and American capital. 

Nor will any of our own industnes engaged in the sugar business be affected. Prior 
to the auimission of the Hawaiian Islands it was claimed by our beet-sugar industry 
that ruin would stare it in the face if these sugars were admitted duty free. That 
ruin has not taken place, but the beet-sucAr industry has been more prosperous than 
before. When the rhilippine Islands and Porto Rico were admitted, the same claim 
of ruin was advanced, and again it did not happen. When Cuba was granted a 20 
Ber cent differential under the reciprocity treaty, the claim was again ui^ed not only 
oy the beet-sugar industry but this time by the Porto Rico and Philippine sugar 
interests, but again it did not happen. These interests went on and prospered just tne 
same. But there is a limit to tne amount of duty which can be exacted, and the 
proposed tariff would be ruinous to the American interests in Cuba as well as Cuba 
itself, for the following reasons: 

For many years and up to the time of the World War the sales price of Cuban sugars 
was around 2 cents a pound. The United States Equalization Board bou^t the 
Cuban crops of 1917-18 and 1918-19 at a fixed price. These years are no cnterion. 
and the conditions which existed in 1919-20 after the armistice, when prices of all 
commodities increased to unheard-of levels, furnished no comparison; but this year 
we find that the price of Cuban sugar is down to approximately 2 cents a pound in 
Cuba. 

The proposed duty amounts to nearly as much as it costs to produce a bag of sugar. 
When sugar was selling in Cuba at 2 cents a pound prior to the war, it was generally 
conceded that a well managed mill could earn about one-third of a cent a pound, 
depending upon its location, the condition of its cane, and its milling machinery. 

At present, that is during this year, at the price of 2 cents a pound for raw sugar in 
Cuba no such profit could be made for the very obvious reason that the price of pro- 
duction has increased enormously and is not yet back to prewar levels. As a result 
practically all the sugar mills in Cuba operated this year at a very large loss. And on 
top of this they have been compelled to stand, as previously shown, the loss entailed 
by the increased Fordney tariff which it is proposed to perpetuate. 

If without this increased tariff a loss was had, it needs no citation of figures or 
extended argument to ^ow that the loss would be so much greater by reason of having 
to stand the increased tariff. It simply will mean the inability to continue the in- 
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diistry and even if the coBt of manufacturing is reduced to prewar levels, it will not 
compensate for the increased tariff but the loss will be simply lessened. 

It is only by the exercise of the strictest efficiency and modem economic methods 
without the burden of the increased tariff that the American investment in Cuba can 
be safeguarded to a point where it will not be obliterated and an extremely small 
profit obtained. 

For these reasons your committee is requested to p^ive serious heed and thought to 
the gravity of the situation and to at all times realize that in its &ial analysis this 
incr^ised tariff solely affects Cuba because the other full diity paying sugars play but a 
small part in our consumption and that it is mainly American daipital in Cuba that is 
being penalized and its very existence seriously threatened. 

It will be for others to pomt out additional reasons in opposition to the proposed 
tariff. 

This brief is not concerned with the Cuban point of view, however urgent and mer- 
itorious it may be, it is concerned solely with American industry operated in Cuba 
with a belief that it should have the ample protection which this country seems to 
have extended by its treatment of Cuba and its treaties, and the protection the other 
American sugar industries now obtain. 

(1) American companies operating sugar mills in Cuba which are owned or controlled hy 

Americans. 



Name of company. 


Sugar mills oper- 
ated. 


Production, 
1920 crop 
(bags). 


Stocks, bonds, 
and other se- 
curities out- 


Total assets. 


Acreage 
of land 
in Cuba 
owned 
orccm- 
troUed. 


Cuba Cane Sugar Corpora- 
tion (New York cwpora- 
tion).' 
Do 


Mercedes 


336,581 

m 

)24 

ni 

)31 
182 
165 
»36 

m 

>34 
178 
►72 
t31 

371,609 
184,208 

250,920 
126, 171 
115,577 
578,738 
420,876 
83,338 
345,667 

136,618 
373,150 

255,522 
1 


180, 000, OOOl 00 
7,000, ooa 00 

8,983,044.00 

3, 500, ooa 00 

8,300,000 00 

23, 300, ooa 00 
3, 000, ooa 00 

5,667,80a00 

2,100,000.00 
14,500,000.00 

2,054,000.00 

1,000, ooa 00 

5.900.000.00 


$124, 000^ ooa 00 

7,000, ooa 00 

8,983,044.00 
3, 500, ooa 00 

8, 300, ooa 00 
23, 300, ooa 00 

3,000,000.00 
15,981,988.26 

5,292,513.87 
21,500,000.00 

5, 093, 04a 78 

3,081,934.58 
9,346,629.94 

1,373, 09a 61 




Socorro 




Do 


Conchita 




Do 


Fellz 




Do 


Alava 

St. Oertrudis 

Soledad 




Do 




Do 




Do 


Perseveranda 

Lequeito 

Maria Victoria.... 
La Julia 


747,800 


Do 




Do 




Do 




Do. 


Sanlgnado 

Lugareno 




Do 




Do 


Moron 




Do 


Stewart 




Do 


Jagueyal 




Do 


Violeta 




The Cuban-American Sugar 
Co. (New Jersey corpora- 
tion): 
Cuban corporations— 
Tinguaro Sugar Co. . . 


Tinguaro 


31,880 


Colonial Sugar Co.... 
Mercedita Sugar Co. . 
San Manuel Sugar Co 


Coustanda 

Mercedita 


65,021 
22,411 


DeUdas 


129,962 


Chaparra Sugar Co... 

Unioad Sugar Co 

Francisco Sugar Co. (New 


Chaparra 


217,841 


Unidad 


2,824 


Francisco 


101,000 


Jersey corporation). 
Do 


Elia 


65,000 
276,060 


Manati SuearCo. (New York 
corporation). 

Tuinlcu Sugar Co. (New 
York oorporation), (oper- 
ating company, Cia. Azuc. 
Tulnicu, Cuban corpora- 
Uon). 
Do 


Manati 


Tiiinlcu 


17,830 






Tacajo Sugar Co. (New 

York corporation). 
Washington Sugar Co. (New 

York corporation). 


Tacajo 


143,924 j 


25,139 


Washington 


160,691 600,000.00 


12,700 
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(I) American wmpcmies operating sugar mills in Cuba wMch are owned or controlled by 

Americans — Continued . 



Nameofoompany. 


Sugar mills oper- 
ated. 


Production, 
llWOcrop 
(bags). 


Stocks, bonds, 
and other se- 
curities out- 
standing. 


Total assets. 


Acreage 
of land 
in Cuba 
owned 
orcon- 
troUed. 


Pimta Alegra Sugar Co. 
(Delaware corporation). 
Do 


Punta Alegra 

Florida 


284,666 

258,462 
80 502 
125,000 

106,603 

179,741 

04,322 

122,997 

111,645 

50,908 
69,613 
330,179 

220,000 
136,041 

27,697 
479,671 

363,963 
653,121 


$12, 014, 66a 00 


$30,346,422.00 


196,226 


Do 

San Auguatin Sugar Co. 

(Cuban oorporation owned 

by Americans). 
Soledad Sugar Co. (Cuban 

corporation owned by 

Americans). 
Caracas Sugar Co. (Cuban 

corporation owned by 

Americans). 
F. J. Peterson (American 

owned). 
Brmlta Sugar O). (American 

oorporaCion). 
Ooantanamo Sugar Co. (New 

Do 


Trinidad 

San AugustiQ 

Soledad 


"*8,*666*666.*66' 

600,000.00 
4,250,000.00 
1,500,000.00 

i,950,ooaoo 


'"8,'266,*66d.'66' 
8, 000, ooa 00 

8,900,000.00 

3,ooo,ooaoo 

2,600,00a00 


""25,'666 
20,000 


Caracas 


26,000 


San Ramon 

Ermita 


20,000 
26,000 


flAlMlftd 




Isabel 


12,870,247.00 


12,870,247.00 


67,647 




Las CtffKWr 

Qomez Mena 

Amistad 




Do — 

Cia. Azuc. Andres Qomez 
Mena (Cuban corporation 
owned \3j Americans). 

Do 








12,200,000.00 


29,884,304.08 


100,000 


ICiranda Sugar Co. (Cuban 
corporation owned by 
Amerksauas), 
Do 


MiTftT^*^* 




Pahnarito 


6,786,601.60 


20,728,403.35 


100,000 


United Fruit Co. (New 
Jersey corporation). 
Do 


Boston 

Preston 




42, 000, ooa 00 


350,000 


American Sugar Reflnine 
Co. (Central Cunagua) 
(New Jersey oorporation). 
Do 


Jaranu 


15,000,000.00 


30, 000, ooa 00 
ii,6oo,ooaoo 


300,000 


Hershey Ccxporation (owned 
by Her^iey Corporation, 
Delaware oorporation). 

Compania ' Oibana' '(Cuban' 
oorporation owned by 
Americans). 
Do 


Kosario 


216,350 

104,356 
136,231 

323,947 
96,117 

50,389 
245,338 

214,767 

112,606 

169,030 

145,657 

70,769 
61,992 


100,000 


Hershey 




60,000 


Jfttihonico 








Jobabo 


14,500,000.00 


18,303,364.33 


220,501 


Santa Ana Sugar Co. (Cuban 

Americans). 
Do 


Hatillo 

Santa Ana 


14,900,00a00 
12,400,000.00 

8,100,000.00 

0,700,000.00 

6,158,223.00 


14, 900, ooa 00 

12, 400, ooa 00 

8,ioo,ooaoo 
6,7oo,ooaoo 

6,168>223.00 


33,200 


Palma Soriano Sugar Co. 

(Cuban corporation owned 

by Americans). 
Central Alto (5edro Sugar 

Co. (Cuban oorporation 

owned by Americans). 
Central Cupey (X>. (Cuban 

oorporation owned by 

Americans). 
New Niguero Sugar Ck>. 

(New York corporation). 
Central Cuba Sugar Co. (New 

Do 


33,067 


AltoCJedro 

Cunev 


24,333 
46,334 


New Niquero 

Cuba 


67,600 


Flora 


9,400,000.00 


13,500, ooa 00 


20,000 


Do 

Atlantic Fruit Co. (Delaware 

oorporation). 
George W. Loft (American 
owned). 
Do 


Cavo Mambi . . . 


15,000,000.00 


"is,' 666,' 66a 66" 


125,000 








De Jesus (Loft)... 
Baraqua 


49,300 
412,063 

242,212 

56,905 

101,748 


650,000.00 
I3,525,00a00 

6,ooo,ooaoo 
3,250, ooa 00 

1,260,000.00 


3,500,000.00 


3m 


Baraqua Sugar Co. (Delaware 
oorporation). 

North American Sugar (3o. 
(New Jersey Corporation).- 

Santa Cecilia Sugar Corpora- 
tion (Delaware oorporation) 

Cape Crux Sugar (X> 


8,258, ooa 00; w,uw 


Nardsa 


9, 000, ooa 00 

4,217,507.00 

3,ooo,ooaoo 


7,467 


Santa Cecilia 

Cape Crux 


10,600 
10,000 



1 Also 85»250 shares, no par value. 
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(1) Ajneriean companies operating sugar miUs in Cuba which are owned or controlled by 

Americans — Continued. 



Name of companj. 



Sugar mills oper- 
ated. 



Productioii, 

1920 crop 

(bags). 



Stocks, bonds, 
and other se- 
curities oat- 



Total Meets. 



Acrean 
of land 
in Cuba 
owned 

troUed. 



Matangas American Sugar Co. 

(Delaware corporation). 
Central Teresa Sugar Co. 

(Marrland corporation). 
Central Siuar Corporation 

(New York corporation). 

Cuban SuearMilb Co 

Peterson, Barker & Hill 

C. A. Central Havanna 

Central Armenia (^ 

Hires Sugar Co 

La Paz Sugar Co 

Constanda Sugar Co 

Honniguero Sugar Co 

StaC. Sugar Co 

Santa Lucia Sugar Co 

Santa Maria Sugar Co 

Cuban Sugar Refining Co 

Cia. Azuc. San Vicente 



Jesus Maria 

Central Teresa. 



Central Fe. 



LaFranda... 

Oerado 

Habana 

Armonia 

Dos Rosas 

Por Fueza. . . 
Constanda... 
Hormiguero.. 

Juragua , 

Santa Luda.. 
Santa Maria.. 



100,025 

192,001 

190,968 

75,423 
40,010 
87,^7 
67,964 
52,660 
71,171 
137,836 
216,200 
36,542 
254,006 
44,048 



$2,500,000 00 



S2,900,00a00 



San Vicente.. 



79,771 



Total. 



14,990,025 



3,500,00Ql00 ; 5,250,000.00 
4,600,OOQlOO I 6,200,00a00 

1,500, ooa 00 i 00 

(«) 00 

(*) I 00 I 

0) , 00 ' 

(«) I 00 I 

(«) . 00 

00 
00 
00 
00 
00 
00 
17 



J 

2,026,575.00 
580,300.00 



I 



10,000 

100,000 

100,000 

36,000 
20,000 
50,000 
20,000 
20,000 
25,000 
50,000 

100,000 
10,000 

125,000 
20,000 
14,074 
20,000 



350,510,34a00 621,219,766.00 i 4,459,407 



s Based on production basis. 

(2) Su{iar estates financed by American banking and other instUiUions and practicaUy 

controlled by them. 

[Production, 1920 crop.] Bags. 

Central Maacota (San Lino) 144, 957 

Central Parque Alto 64, 000 

Central Doe Hennanoe (Cienfuegoe) 20, 500 

Central Canarias (San Jerman) 6, 400 

Central Agramonte (Vertientee Sugar Co.) 319, 867 

Central Vertientee (Vertientee Sugar Co.) 

Central Andorra (Cia. Azuc. Andorra) 84, 905 

Central Araujo (Cia. Azuc. Araujo) 75, 038 

Central Estrella (Cia. Azuc. Estrella) 96, 600 

Central El Pilar (Cia. Azuc. Pilar^ 179, 379 

Central Lutgardita (Sagua Sugar (Jo.) 62,000 

Central San Isidro (Sagua Sugar Co.) 162, 000 

Central Sta. Rosa (Sagua Sugar Co.) Ill, 715 

Central Progresso (Laurentino Garcia) 106, 000 

Central Sta. Amalia (Laurentino Garcia) 108, 000 

Central San Cristobal (Calcavecchia) 61, 840 

Central San Cristobal (Cia. Azuc. San Oistobal) 59, 360 

Central Triunfo (Juan Menendez) 30, 500 

Central Sta. Rita (Cia. Azuc. Caobillas) 95, 300 

Central San Antonio (Vicente G. Abreu) 72,327 

Central Orozco (Cia. Orozco) 98, 061 

Central Santo Tomas (Cia. Azuc. Sto. Tomas) 91, 602 

Central Tamona 118, 681 

Central Fajardo 71,031 

Central Nombre de Dioe 86,227 

Central Union 138, 268 

Central Espana 463, 589 

Central Altamira 60, 201 

Central Fidencia 85, 530 

Cential Pastora 51, 699 

Total 3,125,107 
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(3) Ammcan-ovmed interests located in Cuba dependent entirely or in great part upon 

its sugar indv^try, 

Cuba Railroad (this company runs through the section where most of the 
mills are located and is entirel)r dependent upon the su^ mills botih 
in the hauling of cane to the mills, the taking of the finished sugar to 
the ports, and the hauling of merchandise and supplies to and from 

the mills) 166,800,000 

Cuba Co 26,150,000 

American Steel Car Co. of Cuba 6,000,000 

Munson Steamship Co 500, 000 

New York & Cuba Mail Steamship Co 3, 500, 000 

Cuba Distilling Co. (engaged in the carrying of molasses from sugar mills, 

including box cars, tank cars, etc., etc.) 30,000,000 

Independent warehouses 300, 000 

Baldwin Locomotive Co 3, 000, 000 

American Locomotive Co 2, 000, 000 

International General Electric Co 20, 000, 000 

Total 156,260,000 

(4) Arrvounts due Americans for machinery , merchandise, and supplies secured in part 

by liens, etc. 

Fulton Iron Works $2, 6C0, 000 

Reading Iron Works 350,000 

Fox Bros. &Co 750,000 

Various manufacturers, etc., holding commercial paper of sugar mills 
and other securities and held by American banks 125, 000, 000 

Total 128,600,000 

(5) United States beet-sugar factories. 



Name. 


Refineries operated. 


Common 
stock. 


Preferred. 


Bonds. 


Total 

securities 

issued. 


Outstand- 
ing capital 

surplus. 


Alameda Sugar Co 


Alvtfrdo, Tracy, Calif. . 

Ogden, Logan, Cor- 
nish, Sinithfleld,- 
Lewiston, Utah; 
Berley. Paul, Twin 
Falls, Idaho. 

Oxnard. Chino, Calif; 
Grand Island, Nebr.; 
Rocky Ford, Lamar, 
Las Animas, Colo. 

Blissfleld, Mich.; Find- 
lay. Fremont, Ohio. 

Loveland, Eaton, 
Greeley, Windsor, 
Longmont, Fort 
ColUns, Sterling, 
Brush, Fort Mor- 
gan, Brighton, Colo.; 
BiUings, Missoula, 
Mont.; Gering, 
Soottsbluff, Boy. 
ance, Nebr.; Lovell, 
Wyo. 

Waverly, Iowa 

Detroit, Caro, Bay 
City, Sebewaing, 
Saginaw, Alma, 
CrisweU, Mich.; To- 
ledo, Ohio. 

Bay City, Mount 
Pleasant. Mich.; 
Paulding, Ohio. 

HoUand, St. Louis, 
Mich.; Decatur, Ind. 

Swink, Colo.; Hunt- 
ington Beach, Calif.; 
Sheridan, Wyo.; 
Santa Ana, Calif.; 
Phoenix, Ariz.; 
Delta, Colo. 


$1,500,000 
25,000,000 

15,000,000 

5,000,000 
15,000,000 

650,000 
7,500,000 

3,000,000 

2,000,000 
290,000 




•600,000 


$2,100,000 
11,824,400 

20,000,000 

2,480,600 
28,630,000 

560,000 
11,174,600 

3,000,000 

2,212,540 
3,«90,000 


$2, 543, 130 


Amalgamated Sugar Co. 
American Beet Sugar 


$5,000,000 
5,000,000 


14,100,440 

25,346,362 
3,481,024 




Co. 

Continental Sugar Co. . 




Oreat Western Sugar 
Co. 


15,000,000 


.s. ........ 


28,630,00(r 
560, OCO 




3i{ichigan Sugar Co 


5,000,000 




14,152,606 


Oolumbia Sugar Co 

:HoUand St. Ixniis 
Sugar Co. 

:HoUy Sugar Corpora- 
tion. 




3,910,591 

2,643,120 
6,315,039 


800,000 
3,700,000 


86,700 





81627— -22— sen I 
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(5) United States heet-iugar faet(me$ — Continued. 



Name. 


Refineries operatect 


CooimoQ 
stodE. 


Preferred. 


Bonds. 


Total 

securities 

issued. 


Outstand- 
ingomltal 

surplus. 


Utah-Idabo Sugar Go. . 


15 factories— Utah, 

Idaho, Washington. 

Los Alamitos, Calif.... 

Menominee, Mich 

ChfV«kft, TW|nn 


130,000,000 

1,000,000 

825,000 

1,200,000 




$8,000,000 


$31,730,000 

1,000,000 

825»000 

1,210,250 
1,600,000 

838,296 
2,530,000 
5,000,000 

847.800 


$24,608,275 


Los Alamltos Sugar Co. 






1,000,000 


(Inc.). 
Menomiiiee Rivor 


1 


825,000 


Sugar Co. 
Minnesota Sugar Co 


$600,000 
1,600,000 

1,000,000 




1,210,250 


Northern Sugar Corpo* 


Mason City, Iowa 




1,550,000 


ration. 
Peoples Sugar Co 


Utah 


18,126 
3,000,000 
5,000,000 

547,800 




833,933 


Union Sugar Co 


Betteravia, Calif 

CaUJbmia 




3,739,934 


Spreckles Sugar ReAn- 


1 


5,000,000 


in£Co. 
Anaheim Sugar Co 


Anaheim, Calif. 




300,000 


1,468,019 






WW, _., 




Total 






142,017,722 













Estimated worth of United States heet-mgar factories based on capitalization. 

CapiUI. 

Ohio Sugar CJo., Ottawa, Ohio $400,000 

West Bay City Sugar Co., Bay City, Mich 200,000 

Independent Sugar Co., Marine City, Mich 750, 000 

Mount Clemens Sugar Co., Mount Clemens, Mich 600,000 

Owoeso Sum- Co. , Owoeso, Mich 1, 895, 000 

Chippewa Sugar Refining Co., Chippewa Falls, Wis 500,000 

United States Sugar Co., Madison, Wis 700, 000 

Rock County Co., Janesville, Wis 800, 000 

Green Bay Sugar Co., Green Bay, Wis 1, 000, 000 

Iowa Valley Sugar Co., Belmond, Iowa 1, 100, 000 

Garden City Sugar Co., Garden City. Kans 2, 677, 200 

National Sugar Manufacturing Co., Sugar City, Colo 750, 000 

Wyoming Sugar Co., Worland, Wyo •. 1, 000, 000 

Layton Sugar Co., Layton, Utah 1, 000, 000 

Beet Growers Sugar Co., Rigby, Idaho 3, 000, 000 

Gunnison Valley Sugar Co., Salt Lake City, Utah 1, 325, 000 

Hooper Sugar Co., Ogden, Uteh 1, 000, 000 

Idaho Cooperative Beet Sugar Co., Twin Falls. Idaho 4, 500, 000 

Sacramento Valley Sugar Co., Los Angeles, Calif 2, 210, 000 

Santa Ana Sugar Co., Denver, Colo 596, 200 

Sheridan Sugar Co., Denver, Colo 730, 000 

Southern Csfifomia SugarCo., Denver, Colo 500, 000 

Springville-MapletonSiigarCo., Prove, Utah 900,000 

Toledo Sugar Co. , Detroit, Mich 458, 900 

West Cache Sugar Co.. Salt Lake City, Utah 1, 000, 000 

Wisconsin Sugar Co., Menominee, Wis 1, 000, 000 

Total 30,592,300 

(6) Louisiana and Texas cane-sugar operators— Capital and net worth based on mercantile 

ratings. 

R. C. Martin Sons (Inc.), Albemarle $50,000 

W. I. Haas, Alexandria 750, 000 

Clarence C. Barten, Avoca 200,000 

Oakley SugarCo., Avoca 125,000 

J. M. Fharr & Sons (Ltd . ) , Berwick 750, 000 

Billeaud Sugar Factory, Broussard 200, 000 

Shirley Co. (Inc.), Bunkie • 125,000 

Smedes Bros. (Inc.). Cade 300, 000 

Shadyside Co. (Ltd.), Calumet 300, 000 

Oscar Zenor. Calumet 300,000 
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Centerville Co. , Centendlle $35. 000 

Moreira, Lehwan & Moreira, Centerville 200, 000 

Hymel feros. & Co., Central 60, 000 

Devall Planting Co^ Chamberlain 200,000 

Youngsyille Sugar Factory (Ltd . ), Youngsville 200, 000 

L. N.Tolee, White Castle 150, 000 

Mary & Tuma, Washington 35,000 

Sougy Planting Co. , WaUace 50, 000 

Webre Steit Co. (Ltd.), Vacherie 75,000 

Union Planting « Manufacturing Co., Union. ^ 75, 000 

Waverly Sugar Manufacturing Co. (Ltd.), Thebodaux 200, 000 

Roth & Legarde Sugar Planters, Thebodaux 50, 000 

Robichaux & Roger, Thebodaux 500, 000 

Ernest Roger Co. (Ltd.), Thebodaux 150, 000 

Mrs. Andrae Price, Thebadoux <w 500, 000 

LevertrMorvant Planting Co., Thebodaux 200, 000 

Lagard CleophasCo. (Ltd.), Thebodaux 300,000 

E. G. Robichaux Co. (Ltd.), Tallieu 200,000 

Blanchard Planting Co. (^Ltd.),Tallieu 100,000 

Wagueepach & Haydel, St. Patrick 100,000 

Octave Koussel, St. Amelia 35, 000 

Roussel Bros. & Co., St. Amelia 20,000 

Graynard Bros., St. Amelia 200,000 

Stark Bros^ Rosedale 150, 000 

Longview Sugar Co., Remy 200, 000 

Caire & Grangnard, Edgard 500,000 

R. W. Cocke, Ellindale 200, 000 

Ed. McCollam, ElUndale 200,000 

McCoUam Bros. , ElUndale 300, 000 

McCollam & Cocke, Ellindale 300, 000 

J. D. Shaffer, Ellindale 200,000 

Erath Sugar Co., Erath 200,000 

South Bend Sugar Factory, Foster 35, 000 

Belleview Plantation Co., Franklin 200,000 

ForsterA Forster Franklin 200,000 

Franklin Sugar Manu&cturing Co., Franklin 125, 000 

Oak Bluff Planting & Manufacturing Co. (Ltd.), P>anklin 125, 000 

Barrow & Duplantis, Houma ^. . . 300, 000 

Henry C. Minor 500,000 

Oaklawn Sugar Co. (Ltd.), Irish Bend 500,000 

Poplar Grove Planting & Refining Co., Port Allen 500, 000 

George Hill. Port Allen 500, 000 

E. J. Gay Planting & Manufacturing Co. (Ltd.), Plaquemine 400, 000 

M. A. Patoute & Sons (Ltd.), Patouteville 400, 000 

Dugas A Le Blanc (Ltd.), Paincourtville 500, 000 

J.N. Pharr & Sons (Ltd . ), OHver 1, 000, 000 

Fourche La Lower Planting & Manufacturing Co., Norah 200, 000 

Westover Planting Co. (Ltd.), New Orleans 100, 000 

ShadysideCo. (Ltd.), New Orleans 400,000 

Miles Planting & Manufacturing Co., New Orleans 500, 000 

WilHam Henderson, New Orleans 1,000, 000 

J. N. Biujguieres Co. (Ltd.), New Orleans 1,000,000 

GlenwoodPlanting Co. (Inc.), Napoleonville 150, 000 

F. Wauguespack & Co. (Inc.), Mount Airy 150,000 

John J. Shaffer, Minerva 150,000 

Maxtin J. Kahas, Lonewa 500,000 

Oettherine Planting & Manufacturing Co., Lonewa 250, 000 

Graugnard & Reynaud, Lions 400, 000 

Levert-St. John (Inc.), Levert 1, 000, 000 

Barker & Lepine. La Fourche 500, 000 

Libby & Blouin (Ltd.), La Fourche 300, 000 

Godchaux, Louisiana 11,623,407 

Areola Sugar Mills Co., Texas 1,020,000 

Total 32, 828, 407 
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(7) Porto Rico sugar factories. 



Name. 


Refineries operated. 


Ck>mmon 
stock. 


Preferred. 


Bonds. 


Total se- 
curities 
issued. 


Outstand- 
surplus. 


Carmen Centrale (aore- 


VegaAlta, P. R 






9600,000 




8600,009 

6,373,672 
6,760^109 

17,748,4n 


aee, 10,000: capacity, 
Sob tons daily). 

Central A guirreSugarCo. 

Fajardo Sugar Co (pro- 
duced, 1919, 54;682 
tons). 

South Porto Rico Sugar 


Jobos, P. R 


14,000,000 
7,000,000 

1,260,000 




$4,000,000 
8, £00,000 

10,602,800 


Fajardo, P. R 


Sl,600,000 
5,000,000 




(Central Romaua, Ou- 
anica Central, P. R . 




Co. (produced, 1920, 
90,000 tons). 






Total 










30,482,20 















Porto Rico sugar factories— Production figures for 1919; no data available regarding 

capitalization. T^^ 

Central Gambalache Co., Arecibo 11,021 

Yabucoa Sugar Co., Yabucoa 12, 445 

Plazuela Sugar Co., Barceloneta 11, 749 

Juncos Central Co., Juncos 13, 181 

Loiza Sugar Co., Loiza 15, 184 

West Porto Rico Sugar Co., Aguada 10, 666 

Rubert Hennanos, Vega Baja 10, 379 

Central Pasto Viejo (Inc.), Humacao 9, 681 

Central Fortuna (Inc.), Ponce 

St. Anonime Sue. de St. Jean, Caguae 7, 031 

New Corsica Central Co., Rincon 7, 392 

Ste. Isabel Sugar Co., Santa Isabel 8,932 

Azuc. Central Machete, Guyama 9, 845 

Vannina Central Co., Rio Piedras 11, 733 

Sue. de J. Serralles, Ponce 8, 59S 

Sucre. C. y J. Fantauzzi, Arroyo 13, 094 

Ramon Valdes, Sue, Mayaguez 3, 970 

Mario Mercadoie Hijos, Guavanilla 6, 438" 

Comp. Azuc. del Toa, Toa Baja 6, 913 

Benitez Sugar Co^ Vieques 8, 208 

Mayaguez Sugar Cfo., Ma>'aguez 4, 744 

Fantauzzi Verges y Co., Maunabo 5, 189 

Federico Calaf, Manati 5, 277 

Central Juanita (Inc.), Bayamon 7, 098 

Central Los Canos, Arecibo 4, 375 

Comp. Azuc. de Carolina, Carolina 5, 485 

Comp. Azuc. El Ejemplo. Humacao 5, 152 

Gustavo Cabrera, Juana Diaz 5, 672 

Central Eureka (Inc.), Hormieueros 3, 527 

Sue. de Enrique Bird Arias, Vieques 6, 000 

Cayey Su^r Co., Cayey 2, 637 

Providencia Cen,tral Co., Patillas 

Central Alianza (Inc.), Camuy 1, 243 

Lluberas y Sobrinos, Guayanilla 2, 740 

Sauri y Subira, Ponce 1, 590 

Plata Sugar Co., San Sebastian 1, 462 

Garzot & Guertes (Inc.), Naguabo 3, 255 

Soller Sugar Co. , Camuy 1, 000 

Total 252,899 

(8) Philippine Islands sugar factories. 

Name, Calamba Sugar Estate. 

Refineries operated, Canlubang, island of Luzon. 

Common stock, $5,000,000. 

Preferred stock, $2,000,000. 

Bonds, $1,224,000. 

Total securities issued, $6,995,900. 
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Outstanding capital and surplus, $4,972,125. 
No data available regarding capitalization. 

The 31 mills here listed have a daily capacity of 18,725 tons of cane: 
Island of Negros — 

Esteban de la Rama, Talisay. 

Esteban de la Rama, Bago. 

Urquijo & Co., Capiz. 

Gomez Bros., La Castellana. 

San Carlos Milling Co., San Carlos. 

Juan Vidaurrazaga, Kabaiikalan. 



Lizarra^ Hermanos, Kabankalan. 
Espiridion Guanco, Hi-nigaran. 



Salvador Serra, Hog. 

Camansi Ph. Co., Isabela. 

Miguel Osorio, Mjanapla. 

Jose de la Vina, Valle Hermoso. 

Central Azucarera de la Carlota, La Carlota. 

Central Azucarera de Bais, Bais. 

Isabela Su^r Co., Isabela. 

Hawaiian-rhilippine Co., Silay. 

Maao Sujg^ar Central Co., Maao. 

Talisay-Silay Milling Co., Talisay. 

Bacolod-Murcia Sugar Co., Bacolod. 
Island of Mindoro — 

Mindoro Sugar Co., San Jose. 
Island of Luzon — 

St. Louis Oriental Co., Salasa, Pangasinan. 

Muntinlupa Sugar Co., Muntinlupa. Rizal. 

Smith, Bell & Co., Floridablanca, Dinalupihan, Bataan. 

Heirs of P. Roxas, Calatagan, Batangas. 

Catholic Church, Calamba, Laguna. 

Heirs of Pedro Roxas, Nasugbu, Batangas. 

Bemia Sugar Co., Floridablanca. 

Pacific Development Co., Carmen, Pampanga. 

Pacific Development Co., Bacolor, Pampanga. 
Island of Bohol — 

Tubigan sugar factory, Tubigan. 

(9) Hawaiian can&^sugar factories. 



Name. 


Refineries 
operated. 


Common 
.stock. 


Preferred. 


Bonds. 


ToUl 

securities 

issued. 


Outstand- 
surplus. 


Haiku Sugar Co 


Hawaii.... 
...do 


$1,500,000 
3,000,000 
2,000,000 
5,000,000 
750,000 
1,500,000 

W 
90 
90 
W 
90 
90 
90 
90 
M) 
DO 
DO 
DO 
OO 
DO 
OO 
OO 
OO 
00 
00 
1 OO 

3,000,000 
5,000,000 
1,200,000 
5,000,000 


1 


$1,500,000 
3.000,000 
2,600,000 
5,000,000 
750,000 
1,500,000 

00 
00 
00 
00 
00 
00 
00 
00 
20 
00 
00 


$1,688,722 


Hawaiian Sugar Co 




5,398,332 




...do 




$600,000 


2.911,696 


Honolulu iPlantation Co 


...do 




7,267,287 


Honomu Sugar Co 


...do 


1 


1,442,828 




...do 

...do 




1,916,424 


Co. 
Kahuku Plantation Co 




2,158,924 


Kekaha Sugar Co. < Ltd.) 


...do 




3,020,044 

11,312,888 
1,108,788 




...do 






...do 

...do: 






Koloa Sugar Co 






1,903 261 


McBryde Sugar Co 


...do 


$600,000 


933,600 


6,329,232 


American Facters (Ltd.) 


...do 


9,993,316 


Oahu Sugar Co. (Ltd.) 

Olaa Sugar Co. (Ltd.) 

Onomea Sugar Co 


...do 

...do 

...do 




587,500 
2,271,000 


10, 078, 518 




9, 131,1 .S7 




2,72.'>,2,'>5 


Paauhau Sugar Plantation Co. 


...do 

...do 






2, 102, 394 


Padflc Sugar Mill 






00 
00 
00 
00 
00 

5,000,000 
2,000,000 
10,000,000 

3,000.000 
5,000,000 
1,200.000 


1,369,185 


pftift piftntfttinn ^f^ 






2,525,954 


Pepeekeo Sugar Co 


...do 






1,773,561 


Wailuku Sugar Co 


...do 






9, 352, 837 


Alexander &. Baldwin (Ltd.).. 


...do 

...do 







10,953,604 


Brewer & Co. (Ltd.) 






8,979,289 


Ewa Plantation Co 


...do 






10, 543, 890 


Hawaiian Agriculture Ck) 


...do 


1 


2,901,486 


Hawaiian Commercial & Sugar 


...do 

...do 

...do 






15,637,456 


Co. 
Uhue Plantation Co. (Lid.)... 






5,404,533 


Pioneer Mill Co. (Ltd.) 






6,739,627 


San Carlos Mill Co. (Ltd.) 


...do 

...do 






1,458,886 


Waialua Agriculture Co. (Ltd.) 






5,000,000 


11,504,616 










ToUl 












169,634,020 




1 
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Hawaiian (rnie-sv^ar factories— Prodmtion figures for 1918; no data available regarding 

Hawaii: capiialization, Tons. 

Waiakea Mill Co. , Hilo 8, 250 

Hilo Sugar Co. , Hilo 12, 834 

Hawaii Mill Co. (Ltd.), Hilo 2,203 

Hakalau Plantation Co . , Hilo 14, 369 

J^upahoehoe Sugar Co., Laupahoehoe 14, 626 

Kaiwiki Suwur Co. (Ltd.), Cokala 4, 626 

Hamakua Mill Co., Hamakua ^ 5, 873 

Niulii Mill & Plantation Co., Kohala ^,102 

Halawa Plantation, Kohala 1, 310 

Kohaala Sugar Co., Kohala 4, 349 

Union Mill Co., Kohala 1, 169 

Hawaii Mill & Plantation, Kohala 3, 690 

Puakua Plantation, Kohala 690 

Kona Development Co. (Ltd.), Kona 5, 645 

Island of Maui: 

Olowalu Co.. Olawlu '. 2, 000 

Kaelku Plantation Co. (Ltd.), Hana 6, 612 

Kipahulu Sugar Co., Kipahulu 1, 240 

Oahu: 

Opokaa Sugar Co. (Ltd.). Ewa 690 

Waianas Co., Waianae 5, 816 

Laie Plantation, Laie 1, 891 

Koolau Agriculture Co. (Ltd.), Koolau 1, 484 

Waimanalo Sugar Co., Waimanalo 5, 303 

Kauai: 

Grove Farm Plantation, Nawiliwili 3, 790 

Gay & Robinson, Makaweli 6, 661 

Waimea Sugar Mill Co., Waimea .• . 2, 203 

Est . V. Knudsen 960 

Makwe Sugar Co., Kealeia 11, 641 

Total 130,926 

Shoreham Hotel, 
Washington, December 19, 19tl, 
Hon. David I. Walsh, 

United States Senate, Washington, D. C. 

Dear Sir: At your request and in view of the testimony elicited before the Senate 
Finance Committee to-dav in reference to the sugar schedule, especially tiiie plea of 
the beet-sugar witnesses tnat their industry was suffering and needed the protection 
of the proposed tariff, we deem it proper to lay before you certain facts with reference 
to the beet sugar industry which may be of interest in view of their contentions. 

The Great Western Sugar Co. is unquestionably the largest of the beet-sugar produc- 
ing companies, and, according to the testimony given by its president, Mr. W. L. 
Petrildn, before the Ways and Means Committee in January of this year, when the 
Fordney emergency tariff legislation was imder discussion, it appeared that his com- 
pany produced 30 per cent of the entire amoimt of beet sugar produced in the United 
States. The company does not publish for distribution any annual report, but the 
following facts are well known and will be found in any manual of sugar companies. 
The companv's present outstanding capitalization is: Preferred stock, $13,630,000; 
common stock, $15,000,000. 

As shown in the last published report of the American SuffU" Refining Co., the 
latter company owns 31 per cent of the stock iu this company. During 1919 and 1920 
and imtil January of this year the r^ular dividends of 7 per cent were declared on 
the preferred and a total yearly dividend of $47 on the common stock. In other 
words, in a little over two years this company declared more than the face value of 
its common stock as a cash dividend to its stockholders. 

This company operates some 16 factories in ColoradOj Montana, Wyoming, and 
Nebraska, and is one of the bept managed and most effiaent beet companies in the 
United States. Owning plants distributed over quite a lar^ area, it has been able 
to build up a large capital and surplus under the tariff existing before the passage 
of the emeiigency Dill. 

In other words, the powth and success of this company was entirely accomplished 
under the Payne-Aldnch and Underwood tariff acts. 
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Likewise the American Beet Sugar Co., ^tliich has a number of plants located in 
California, Colorado, and Nebraska, is capitalized as follows: Preferred stock out- 
standing, 15,000,000; common stock outstanding, $15,000,000. This company has 
paid the followii]^ dividends: 





Year. 


Dividends paid. 




Preferred. 


Common. 


1821 


16.00 
6.00 
6.00 
6.00 
6.00 


S2.00 


1920 


8.00 


1919 


8.00 


1918 


8w00 


1917 


2a 00 







Another very successful beet-sugar company is that of the Spreckels Su^ Co., which 
owns a large plant in California. There is no published report concerning this com- 

gany but its stock is owned one-half each by the American Sugar Refining Co. and the 
preckels ^mily. This company has published no statement of earnings, but it is 
splendidly located and it undoubtedly nas built up a laige capital and surplus. 

If objection be made to the fact that we have picked the years 1919 and 1920, when 
high prices were paid for suear, we respectiully refer you to the report of the Beet 
Sugar Industry in the United States, published May 24, 1917, by the Federal Trade 
Commission. This commission, by the way, made its report on conditions in the beet- 
sugar industry in the United States by reason of the met that an investigation was 
ordered by the Commissioner of Corporations, at the direction of the Secretary of 
Commerce, because of complaints on tiie part of burners that they were not receiving a 
fair price for beets. The Federal Trade Commission, in an exhaustive report in 
chapter 5, treated of the investment, capitalization, and earnings of beet-sugar compa- 
nies. It examined companies whose production aggregated 98.6 per cent of all the 
sugar produced in the United States. It found in the p^od imder investigation, 
which ranged from March 1, 1910, and the fiscal year ending nearest the same date 
in 1914, that for the companies producing practically all the beet sugar in the United 
States in that period the average annual rate of earnings during the period covered, 
after taking account of depreciation, was 11.6 per cent. 

On page 123 of this report it is stated that the companies examined, ''taken col- 
lectively, were overcapitalized to the extent of $9,579,105, or 8.3 per cent. " Com- 
plete schedules of the overcapitalization are set forth in the report. 

It does not appear from any governmental reports what average earnings were made 
by the beet-sugar companies during the period from 1914 to 1919. We have given the 
figures for certain companies for 1919 and 1920, and respectfully suggest that you re- 
quire of the witnesses who are going to appear for the beet-sugar industry to furnish 
you with a statement of the average earnings of their companies engaged in beet-sugar 
production for the years 1914 to 1919; that will, at least, show whether or not they 
prospered during the period that the Underwood tariff was in effect. 

So much for tne profits made by the beet-sugar industry. When it comes to the 
question of the relative cost of production between beet sugar and Cuban cane sugar, 
we refer you to the following: 

Tariff Information Survey, paragraph, 177, article 1913, page 32: "In all of the 
resjions in which domestic sugar is produced, except perhaps Louisiana, a consider- 
ate proportion is produced at a cost as low as, or lower than, that of the marginal 
Cuban costs. Such producers would be able to continue to compete with Cuba if 
there were no duty, so that profits would be less.'* 

On the Question of the protection sought for American labor engaged in the beet 
industry, tne testimony given by S. M. Edgell, vice president and treasurer of the 
Amalgainated Sugar Co. of Utah, operating in Utah and Idaho, before the Ways and 
Means Committee, is of interest, especially in view of Senator Smoot's statement this 
morning that in his State, Ut^h, none but Americans were employed. Mr. Edgell, 
in testifying with reference to conditions in Utah, was asked by Chairman Fordney 
the following: 

"The Chairman. Mr. Edgell, ever since I have been in Congress this question of 
duty on sugar has been up. It was first brought up in Congress, since I have been a 
Member, wnen thp Cuban reciprocity act of 1902 was considered, along there, and 
finally passed in 1903; then a^ain when the Payne- Aldrich tariff bill was up in 1909, 
and then when the investigating committee, called the Hardwick committee, were 
investigating conditions, and was up again in 1913, when the Underwood tariff bill was 
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Easeed, and every time that this question has been brought up it has been defended 
y the refiners and everybody who opposes any duty on sugar, or who is in favor of 
decreasing the duty on sugar, or is in favor of a lower rate; it has been contended 
that the western beet-sugar manufacturer employs very lai^ly Japanese, Chinese, 
and Mexican cheap labor. To what extent are these statements true, and, if true, 
what is the percenta^ of those nationalities which you now employ in the beet fields 
where you are operating? 

**Mr. Edgell. Well, where we are operating we eniploy, to my knowledge, no 
Chinese whatever. I can not gjve the percentage of the Japanese, but there are some. 
We employ quite a lot of Mexicans that we brought in in order to work in the beet 
fields. I would have to be a little more careful m answering the question, because 
I have only been associated with the company which I am now representing for about 
a year and a half. We have been compelled to bring labor in from Mexico because 
we could not get it from anywhere else.** 
Very respectfully, yours, 

Henry A. Rubino. 

STATEMENT OF H. E. OOETZINGEB, REPRESENTING ARBTTCKLB 
BROS., NEW YORK, N. Y. 

Unlike the other su^ refiners who are represented at this hearing we have no 
interest whatsoever, direct or indirect, in tne production of either cane or beet 
sugars. We are refiners pure and simple, whose raw material must be bought in 
the open market and whose selling price of the refined product must reflect all 
costs of manufacture and the cost of the raw material including the duty imposed on 
Cuban and other dutiable raw su^rs. We will, therefore, confine our remarks to a 
refiner's view of the pending tariff bill, and that view is the view of an American 
manufacturer working on dutiable raw material. His problems include the invest- 
ment of considerable capital, the employment of labor in large volume, the produc- 
tion and transportation of heavy tonnage, the good will of a wide circle of customers 
and finally a profit for himself. In these problems he does not differ much from the 
manufacturer of domestic sugar except in the one important respect that, unlike the 
latter, the refiner does not ask a bounty in the shape of a protective duty. The two 
face the same diflaculties, are of equal service to their respective communities, and 
are entitled to the same consideration and protection of the law. 

Somewhat roughly stated^ the total consumption of sugar in this country is about 
half domestic and half dutiable, and necessarily every argument advanced in favor 
of fostering the domestic sugar industry as a stabilizer of prices and a factor in com- 
petition, applies with precisely the same force to the eastern refined cane sugar. So 
too the employment of capital and labor in the one industry is as important to the 
country as in the other. With a refinery located in New York, our raw material 
must be imported. We can not use domestic raw beet sugar because none is made in 
this country. We can not often use Louisiana cane sugar because very Httle or none 
at all comes north. We do, however, use the raw sugar of our insular possessions and 
in the past have worked on large quantities of raw sugar from Porto Rico, Hawaii, 
and the Philippines, but all si^r from these insular possessions commands the duty- 
paid price of Cuban sugar. Furthermore, our insular possessions do not produce 
enougn sugar to supply the demand of the Eastern States, and thus the use ot Cuban 
raw sugar is not a matter of choice, but of necessity, and therein lies our interest, for 
if the cost of our raw material were to be legislated out of line with the law of supply 
and demand there would result a depression in the refining industry involving 
imemployment of labor, idle capital, diminished supplies of cane sugal* to compete 
with beet sugar and correspondingly increased cost to the consumer. 

As usual at hearings of tms character, the consumer has no spokesman at the present 
hearing. His only role is to pay the bill. We hold no brief for him, but he is our 
customer; without him our occupation is gone, and so in his behalf we volunteer the 
request that his interests be not wholly overlooked nor wholly sacrificed in order that 
a distant domestic industry may thrive. Let it be recalled that on the Atlantic coast 
the consumer lives in large numbers, wholly dependent for his su^r on the eastern 
cane refiners, for he does not raise sugar beets, no beet sugar is made m his home States, 
and none is shipped there because freight charges preclude it. This one item of 
transportation of a commodity that runs into such tremendous tonnage as does sugar, 
necessarily relegates both beet and cane sugar to a natural zone of its own, separated 
from the other by a neutral zone in which each may participate on equal transportation 
terms. When, nowever, as has happened, the domestic industry diverts part of the 
advantage which the duty gives it over eastern refined cane sugar to absorb part of the 
freight cnarges on shipments into the eastern cane zone, the consumer living in the 
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eastern States who pays a lai«e part of the tariff bill, has just cause to hold up a warning 
finger and ask to be neard from. Furthermore, some six or eight thousand of these 
eastern consumers earn their living as employees of the sugar refineries in New York 
Harbor alone, and when to these are added tne employees in the refineries at Boston, 
Philadelphia, Baltimore, and Savannah, and the many others who find useful employ- 
ment in the sale, transportation, and distribution of the eastern refined cane sugar, 
there is an aggregate of eastern labor that is entitled to considerate attention every 
time that the domestic industry presents new demands for still higher bounties. 

The eastern refiner and his customers the eastern consumers, must now view with 
some alarm, the suggestion that the solution of the present sugar problem is to be 
worked out largely at their expense. On that point it is respectfully ui^ged upon your 
attention that the present extremely abnormal condition does not offer a fair standard 
wherewith to meastu*e a tariff differential between beet and cane sugars. The abysmal 
drop in price, imparalleled in the history of sugar, coupled with the extraordinarily 
high costs of production in war days, and which still persist in a measure, have so 
violently disrupted the relationship between the producing costs of the two sugars 
that to build a tariff differential between the two on such shattered foundations would 
lay too heavy a burden on the consumer. Cost differentials in the two industries are 
bound to reach their old parallel a^in, and as the lines approach each other from day 
to day an artificial tariff differential based on to-day's conditions would simply take 
us from one extreme to the other and lead to confusion worse confounded. 

And let us not overlook the very important fact that the present distressed con- 
dition of the sugar industries in this country was not brought about by abnormally 
large importations of Cuban sugar, but by the laijje surplus of sugar tnat is still in 
Cuba and only knocking at our doors for admission. To put another lock on our 
doors will not make the Cuban siu*plus vanish, nor lessen by one whit its depressing 
influence upon the world's sugar market, either behind our double-locked doors or 
outside them. The inexorable law of supply and demand may not be so easily 
thwarted. Just so long as that siu*plus exists will it weigh heavily upon and depress 
the entire sugar market, no matter where the siurplus sugar be stored. The faster that 
it is consumed the more quickly will the crisis be passed. The crisis is not local but 
world wide, and to shirk our fair share of the unpleasant results by shoving them upon 
other nations would be not only cowardly but futile as well. Normally the Umted 
States should consiune about one-half oi the Cuban crop. To levy additiona tribute 
on Cuban sugar for the purpose of shutting off its customary outlet, will not only 
accomplish that purpose, but by holding the price of sugar in this country above the 
world price, obviously will restrain instead of encourage consumption. On the day 
that the surplus sugar, wherever it be shall have been consumed, the sugar problem 
will be a thing of the past. Then, why defer the coming of that day by* impaling its 
apm)ach in any manner. 

We respectfully urge that the duty on sugar be left where it was before the emergency 
tariff bill increased it, and that in due time sugar be placed on the free list and be 
required to contribute to the Nation's tax bill only in the same proportion that the 
domestic article is required to contribute. 

A new and truly startUng innovation in the present H^Use bill is the proposed dis- 
crimination against the eastern refiners by giving to beet factories and to refiners of 
domestic cane a substantial reduction in the duty on all foreign sugars which they 
may choose to use in their establishments. A more brazen and un-American proposal 
scarcely can be conceived nor can we believe that it will receive the serious con- 
sideration of your committee. We therefore dismiss it with the observation that its 
constitutionality is so grave a question that it might well be feared that to include it 
in the new bill wiU put the entire bill in jeopardy. 

One other f^hase of the situation remains to be stated and then we arc through. As 
cane sugar refiners we are not blind to the fact that the beet sagar interests and the 
southern cane sugar interests have as good a right to engage in and remain in the sugar 
business as the Atlantic roast refiners. But the question now is not one of funda- 
mental right; it is a question of how much the consuming public shall be charged for 
thepriviiege of keeping these home industries in business. 

We have hereto addressed the Congress with reference to the economic phase of the 
sugar question and we reaffirm ever> statement made in t the past. The demands of 
home producers, however, have grown so great that another question of paramount 
importance has come to the fore which affecta our responsibility as a nation. The 
question of import duties on Cuban sugars is not only economic, but is a question of 
national honor. It comes up at a time when the world is critical and when we have 
undertaken to lead the peoples of the world into the light of international altruism. 

We have in thijj Capitol City a beautifxd structiu-e known as the Pan-American 
Building in which there is now sitting a conference of nations which looks to the 
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bettermeDt of all people by the limitation of armament6. Far-reachinjc: results are 
already assured. But what a travesty: Where one body sitting in Washington peeks 
world peace by the limitation of forces that make for war, and anoth^ hcdy chosen 
by popular favor and sitting in the same city, is being besought to continue and 
increase discriminations that incite retaliation and which must inevitably end in tho 
breakinfr of cordial international relations. 

A nation that undertakes to do certain things in an international way and then 
fo^ts, can hardly expect to merit the continual confidence of the world. 

m 1898 we sent the Spanish navy to the bottom. We took over a qualified protec- 
torate of Cuba and hailed **Cuba Libre." Then our CJongress AXdth patriotic fervor 
granted a preferential of 20 per cent of duties on importations from this favored island. 
Now our generous national impulse faces the assaults of the favor seekers, at whose 
behest the pending bill contemplates an increase under which the 80 per cent will be 
just about as high as the iOO per cent duty in effect before the Spanisn War. 

STATEMENT OF EDWIN P. SHATTXTCK, BJiPBESENTINa THE 
CXJBAN-AHBBICAN, FRANCISCO, TXTINXJCU, AND TACAJO SUGAB 
COMPANIES. 

The American producers of sugar on the island of Cuba have a deep interest in the 
tariff on sugar because of two imposing facts: First, they represent more than 50 per 
cent of the sugar production of that island, and, second. Cuba supplies the United 
States with about 50 per cent of its annual consumption. 

In considering the proposal contained in the House tariff bill it is necessary at the 
outset to recc^B^nize the fact that the rates there proposed have an adverse effect only 
on Cuban sugars and not those of other fore^n sugar-producing countries, as the impor- 
tation of full-duty sugar for the past 10 years, with the single exception of last year, 
has been negligible. The advocates of the bill, as passed by the House, openly state 
that its pur|M)se is to build a higher tariff wall against the Cuban product. As was said 
by Mr. Martin, when this bill was under discussion in the House: 

'*In considering the duty upon sugar, the Cuban product alone is to be considered, 
and it is s^inst the importations from uiat country that we must be protected. " 

And again: 

^'As nearly all of the sugar imported into this country come? from Cuba, the Cuba 
tariff alone need be taken into consideration. " 

This remark seems not only im timely because of Cuba's present deplorable economic 
condition but is seemingly void of an appreciation of the intimate political, geoeraphic 
and economic unity of the two countries. 

It 19 therefore e^^ential that we consider this subject from the point of view thus 
expressed, that this proposed legislation is in fact directed against Cuba, and in exam- 
ining its effect the special relations existing between Cuba and the United States 
should be fully recognized. 

Cuba-, a sovereign and independent State, is neverthele<3s under the protection of the 
United States, both by the latter's announced policy and course of dealing, and also 
by the treaty agreements I5fetween them. By her acceptance of the so-called Piatt 
amendment of March 2, 1901, Cuba has limited her treaty-making power with other 
foreign powers and her power to incur public debts, and has consented to take a 
position which practically renders her a dependency of the United States, in so far as 
her relation with other powers is concerned. We quote from the Piatt amendment, 
as follows: 

^* Restrictions on treaties. — ^That the Government of Cuba shall never enter into any 
treaty or other compact with any foreign power or powers which will impair or tend to 
impair the independence of Cuba, nor in any manner authorize or permit any foreign 
power or powers to obtain by colonization or for military or naval purposes or other- 
wise, lodement in or control over any portion of said island. 

'^Restrictions on public debt — That said Government shall not assume or contract 
any public debt, to pay the interest upon which, and to make reaj^onable sinkiiig 
fund provision for the ultimate discharge of whiih. tJie ordinary revenues of the 
inland, after defraying the current expenses of government, shall be inadequate. 

'Tntenention by United Stntcs. — That the Government of Cuba consents that the 
United States may exercise the right to intervene for the preservation t)f Cuban inde- 
pendence, the maintenance of a government adequate for the protection of life, 
property^ and individual liberty, and for dischaiging the obligations with respect 
to Cuba imposed by the treaty of Paris on the United States, now to be assumed and 
undertaken by the Government of Cuba.*' 

The imposition of these restrictions on Cuba's rights as a free and sovereign State 
has placed the United States under very strong moral, if not le^, obligations to thai 
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country. Cuba stands to-day under the guiding and restraining hand of our Gov- 
ernment; she makes no unusual move without the tacit consent or pronounced approval 
of our Government. In fact, Cuba's relation to our Government, except in form, is 
little different from Hawui and Porto Rico. But because of this difference in form 
the two latter islands are given the blessings of free importations, and to Cuba is pro- 
posed a tariff higher than has existed for 30 years. 

This fertUe island, largely given to the sug^ industry, lies almost at our shores ; 
it is nearer to the metropolis of America than is New Orleans. Its wealth of produc- 
tion is in great measure the result of the capital and labor of American citizens; its 
great induitrial development draws its supplies almost wholly from the United States. 

It is estimated Uiat the capital investment of United States citizens in Cuba exceeds 
$1,000,000,000. It is more than the combined investment of our people in the sugar 
industry of the United States, the Philippines, Hawaii, and Porto Rico. 

Also It may be said with some pride oy those who are interested in Cuban affairs 
that she buys more in commodities from the United States than do the dependencies 
of Hawaii, rorto Rico, and the Philippines combined, each of which are now accorded 
a preference over her of $1.60 per himdred pounds on sugar. But this comparison is 
to speak slightingly of Cuba's imposing position as a customer of the United States. 
And this has a vitol meaning to every farmer, laborer, and manufacturer in the 
United States. What are the facts? . 

During the last year Cuba imported from the United States over $515,000,000 worth 
of products. More than the combined exports to Argentina, Brazil and Chile, and 
almost as much as was exported from the United States to all South American countries. 

An examination of the reports of the Secretary of Commerce shows that Cuba as 
an export market for our products was in the calendar year 1920 only exceeded by the 
United Kingdom, Canada, and France. Of all the countries in the world Cuba is 
fourth in respect to the value of our expcHts. 

* * Increase our export trade " is the slogan of the day. Yet with this enormous Cuban 
export market alr^y in our hands, we would destroy it. Eminent authority has 
said that Latin- American countries are the fields to which we must look for our export 
development. Cuba is to-day the greatest and most fertile of all of these. Why try 
to dethrone Cuba? Let her utiUze her preeminent position in sugar culture to supply 
the markets of the world. The revenue thus received will be used by Cuba for pur- 
chasing products from the United States. The markets of Cuba are of vast importance 
to our industrial life and especially to our rice, wheat, pork, and other food producers 
^md to the textile, iron, steel, and machinery industries. 

If we destroy the Cuban sugw* industry, or lessen its prosperity, or by your action 
<irive Cuba into other commercial alliances in order that she may preserve her very 
life, we, in the same measure, decrease the export of our food, fuel, and manufactured 
commodities to Cuba. We submit for your earnest thought that this market is worthy 
of retention and expansion. It should not be destroyed or divorced at the behest of 
those interests which seek a prohibitive tariff. Wise statesmanship can not be tiuned 
to such a use. 

Not only is the extensive trade between Cuba and the United States of unestimated 
value to the producer and manufacturer in the United^ States, but it is of immense 
value to our shipping interests and especially at this time when the problem of the 
American merchant marine is so acute. A Isige volume of trade between the United 
States and Cuba is carried on almost exclusively in ships of American registry. For 
the calendar year 1920 vessels of American registry engaged in this trade amounted 
to 7,151,138 tons out of a total tonnage of 9,477,047. 

In dealing with Cuba the United States should take these commercial facts and its 
political associations with Cuba into serious consideration. To impose another barrier 
m the commercial relations between the two countries, by an added tariff duty on 
sugar, is comparable to a request of Louisiana, because of her high producing costs, 
to ask that her product be protected against the beet sugar industry of the West, and 
that a tax be placed on the latter in order to protect the producer against losses in 
Louisiana. The two countries are too intimate politically and too closely associated 
commercially to permit the addition of a new and increasea burden on Cuba's essential 
industry, and the dependable source of our own supply of this prime commodity. 

Our imderstandii:^ of the dominant party's idea is that tariff legislation should be 
based on the principles of protection; not only protection to American industries 
but to her population: not protection to a small favored group of American citizens 
but protection that will be felt largely and broadly by her whole people; protection 
that tends to make our country independent economically; that brings to us from 
abroad at low cost those articles which we need, and in return gains for us a market 
for our surplus products. We believe that these principles are woefully disregarded 
in the proposed bill. 
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It is also the aspiration of every nation that she will always have at her command 
her supplies of any essential commodity. How better can the United States assure 
itself 01 this essential commodity than to foster and protect the sugar industry of 
Cuba. In reviewing our industrial history of the late war where will you find a more 
striking example of such assurance of a needed supply than that accorded by Cuba 
to our Government in the case of sugar. 

When the United States declared war against Gennany in April 1917, Cuba, on 
the following day likewise declared war against Germany. In doing so she was 
guided only by the thought to serve her northern neighbor. Her action was of great 
importance ; with her long seacoast she prevented harbors to the German fleet and 
early took decisive action to prevent the spread of enemy propaganda in her own 
territory and adjoining countries. 

Soon after war was declared Cuba met the requests of the United States Govern- 
ment in immediately placing at its disposal the entire sugar production of the island 
at a price far below the relative prices of other important food commodities. Again 
in 1918 Cuba sold to the United States its entire sugar crop, at a time when it was 
evident that she could have sold her sugar crop in the markets of the world at more 
than double the return which she had received under the arrangements made with 
the United States, and also, at the behest of our Government, greatly augmented its 
production to supply the crying needs of the United States and its allies. Her co- 
operation was full and complete. She took no not'=^ of her great industrial gain by hold- 
ing aloof, but in the true spirit of th? alliance which had been built up between the 
two countries she came to its support. In 1919, after the war, she offered her crop 
amiin to the United States in the interest of a stable and reasonable price; she did 
this at a ^ime when it was well known that sugar prices would rapidly advance and 
that the world's sugar shortage would make a demand on her product, at whatever 
price she choose to fix. It is of interest here to recall the warning given by the mis- 
sion representing th3 Cuban Government as to the disastrous results that would 
follow if Cuba's offer was not accepted. In the letter written by the mission to our 
Government this language is U33d: 

"If, on the contrary, the opportunity to serve — not the American people alone 
but the universal welfare — ^is for any reason, technical or otherwise, not availed of 
through one medium or another, there is not a conimunity anywhere in America^ 
in Europe, or Asia that will not feel the consequence of our &ilure to provide a stable 
price for this most necessary article of human consumption." 

The United States unfortunately failed to heed Cuba's warning and declined to 
accept her offer for the 1919-20 crop, but the earnestness of the offer showed her 
desires and purposes. This prophetic warning of the Cuban Mission was only too- 
true. The fear of sugar scarcity drove the price of sugar to 23^ cents per pound and 
brought sugar to us from all parts of the world. When the fear subsided and reason 
ruled the collapse came, and not only in our country but throughout the world finan- 
cial distress and suffering were the inevitable consequences. 

The' United States producers of su§ar in Cuba ask no favors but they expect no 
discrimination from the hands of their Government. This sugar industay has been 
developed and expanded uppn the faith of the reciprocity treaty and upon the basis 
of the tariff rates prevailing prior to the enactment of the emergency tariff which 
were found after careful survey and study to represent a differential that would 
fairly equalize between the costs of production in the United States and its posses- 
sions and Cuba, and which would permit legitimate sugar industries here and there to 
prosper. 

The rate fixed by the emergency tariff act, which the tariff bill as passed by the 
House proposes to perpetuate, increased the duty on raw sugar of 96° test from 1.256- 
cents to 2 cents a pound. Under the reciprocity treaty of December 11, 1902, between 
the United States and Cuba, the latter has a reduction of 20 per cent from full duty 
on all importations of sugar into this country. On the basis of 2 cents duty Cuba pays 
1.6 cents per pound as against approximately 1 cent per pound before the enactment 
of the emergency tariff act. Under this act the producer in Cuba has been compelled 
to absorb this additional duty of 0.6 cent per pound. The day before this act was 
signed by President Harding Cuban sugars were selling at 3.875 cents, and on the 
following day at 3.275 cents, or a decrease of 60 cents per 100 pounds. It is estimated 
that the coming into force of this act depreciated the value of the raw sugar then in 
Cuba about $35,000,000. 

The emergency tariff act was a severe blow to Cuba. It followed the unfortunate 
occurrences that had befallen that Republic since the collapse of the local banks 
and the moratorium last year. It became operative at the end of May during the 
peak of the Cuban crop and during the stagnation of the sugar market in general and 
when the financial crisis in Cuba was at its height, and when Cuba was farying to sell 
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her high-cost sugar at not too great a loss. She is still staggering under its disastrous 
effects. 

We also desire to call attention to the bearing of this increased tariff on the reci- 
procity treaty between Cuba and the United States. For a few years succeeding the 
treaty Cuba received the benefit of the differential of 20 per cent provided therein, 
but since her sugar production exceeded the requirements of the United States, 
Ouba has received no part of this diff^^ntial. Immediately after Cuba ceased getting 
the benefits of this dinerential the United States consumer received it. The United 
States Tariff Commission in its 1921 edition of Tariff Information Surveys on Sugar, at 
page 31, states this prdposition as follows: 

** In 1903 a reciprocity treaty was arranged with Cuba providing for a reduction of 
^20 per cent from the full duty on all importations from that country. So long as 
•considerable importations continued imder full-duty rates, it is safe to assume that the 
price established in the international market was enhanced in the United States by 
the full duty, and that therefore the remission of 20 per cent to Cuban producers was 
dimply so much bonus to them and of no benefit to American consimiers. The Cuban 
manufacturerB added the 20 per cent to their former price and pocketed the profit. 
Under such stimulus, however, Cuban production rapidly increased, and ultimately 
<x>mpetition brought down the Cuban price again to the international level. This 
process has been estimated to have required about five or six years. By 1908 to 1909 
the American consumers were receiving the benefit of the 20 per cent reduction. 
Full-duty sugars were from that time on virtually excluded." 

In striking contrast to the fact that Cuban sugar producers receive no part of this 
-differential is the tremendous advantage to the United States exporters from the 
-differential accorded to them. Under the treaty Cuba admits ail United States 
products at a preferential ranging from 20 to 40 per cent. The United States producers 
and manufacturers of these products receive the full benefit of this preferential, as 
Cuba buys very little, if any, of similar products elsewhere. 

There ar® niany commodities that Cuba could buy abroad cheaper than from the 
United States, such as machinery, locomotives, rails, railroad cars, automobiles. 
«hoes, and all kinds of leather goods, and luxuries, were it not for the differential 
allowed to the United States under the reciprocity treaty. The increased price that 
Cuba pays for these and other commodities m the United States, goes directly to the 
United States producer and manufacturer. On the other hand, Cuba receives no 
part of the differential allowed to the importation of sugar ipto the United States from 
Cuba. Cuba is required to meet the world market price in her sale of sugar to the 
United States, but the United States may sell to Cuoa at a premium over the world 
market equal to the differential allowed to her under the reciprocity treaty. 

If Cuba is to be denied the reciprocal advantages which she had supposed she would 
receive under the reciprocity treaty, she neces^rily must take steps to prevent pay- 
ing increased prices for commodities to the United States, when she can secure tnem 
At a cheaper price in other foreign markets. This will inevitably require Cuba to 
modify her own tariff schedules and to increase her duties against American goods 
in order to be in a position to buy cheaper elsewhere. The Cuban tariff has not been 
-changed since the reciprocity tieaty was concluded on December 11, 1902. Products 
of the United States enter Cuba to-day on the same terms and ^ith the same advantages 
as when the treaty was signed, yet Cuban sugars have not only lost the preferential, 
but it is seriously proposed to burden them with a permanent increased tax of 60 
cents per 100 poimas. 

The mistaken contention has been advanced that as the value of imports from Cuba 
to the United States exceeds the value of our exports to Cuba the reciprocity treaty 
has worked to the disadvantage of the United States, by giving a balance of trade in 
favor of Cuba. But the facts are that the moneys ^d from Cuban industries to the 
United States in transport hire, interest charges, dividends, taxes, etc., have more 
than offset the excess of iroi>ort over export commodity values. 

An examination of the arguments that have been made before and will be made 
now by the advocates of the House bill leads to no other conclusion than that the 
purpose for striking down the normal, advantageous, and desirable relation which 
existed between the United States and Cuba prior to tne emergency tariff act. is that 
the beet sugar manufacturer in this country may have a subsidy accorded to his 
industry. 

We contend that for all legitimate purpoees a differential of 1 cent per pound be- 
tween Cuban sugars and those of the Umted States is sufficient and more is unwar- 
ranted. If to expand the domestic industries we must add a further differential 
against sugars pnnluced in Cuba, which is part of our own political and economic 
system, then tnis expansion should not be fostered. Illegitimate industries fhould 
never be subsidized by our tariff. Under the differential mentioned there is ample 
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room lor the sugar induBtries of both Cuba and the United States and for the legitiiiiate 
expansion of each. It is believed that a differential of approximately 1 cent a pound 
as between our insular possessions and Cuba is amply sufncient to cover any disparity 
between the cost of production in the respective countries. It is also a well known 
fact that legitimate domestic beet sug&r industries have j>roepered under the recent 
tariff schedule. The United States Tariif Commission in its Tariff Information Sur- 
vey, above referred to, at page 31, shows that only a small proportion of the beet 
sugar industry of the United States is dependent upon the tarm. They say: 

^'Taking the industi^^ as a whole, roughly speaking, about 20 per cent of uie output 
is dependent upon the tariff.'' 

It is a recogmied fact that the United States can never hope to produce all of its 
sugar requirements. Porto Rico and Hawaii, it is concedea, have obtained their 
maximum output. The Philippines have increased somewhat, but the total will be 
small and the Louisiana crop is capable of no expansion but has ^own a considerable 
reduction in recent years. In the light of experience it is also unlikely that the 
United States beet crop is capable of an^r substantial increase. Certainlv the con- 
sumption of sugar in the United States will increase more rapidly than the produc- 
tion of domestic sugar can be increased. 

Hie present consumption in the United States is about 4,600,000 tons, of which the 
United States produces in the aj^^;ate about 2,250,000, leaving 2,250,000 tons to 
be imported, which in former times all came from Cuba. A 1-cent duty on this 
importation amounts to about $50,000,000 duty per year. Under the present tariff 
bill, with Cuban sugars paying $1.60 per hundred poiinds, the duty collected would 
equal about $81 ,000,000. Compare this with the total increased cost to the consumer, 
to arrive at which we must figure 1.6 cents per pound on the total consumption ot 
4,500,000 tons, which amounts to approximately $162,000,000, of which $81,000,000 
would go directly to the domestic prwlucer. 

We do not believe the Government can justify this increased tariff as a revenue 
measure, for if this is the purpose to be accompfished it would be better to levy a 
1-cent duty on sugar to protect the producers in the United States, and a tax of some 
form on the entire consumption of sugar. This woidd result in considerably less tax 
on the consumer and an additional revenue to the Government. Surely it can not 
be justified on the theory of protection, for to do so we must admit the wisdom of 
striking down the extensive market now existing for lucrative export trade in many 
lines of industry, of denying the American consumer his natural source of supply 
and imposing on him a higly artificial tax to subsidize an exotic beet production and 
to award an excessive profit to the favored Porto Rican, Hawaiian, and Philippine 
producers as well as to those Intimate beet sugar producers who have greatly pros- 
pered under our recent tariff. 

It should be recalled that for the 10-year period prior to the war sugar sold at an 
average price of about 2i cents per pound. To-day San Domingo full-duty sugars 
are quoted c. i. f . United States ports at 2.06, or an f. o. b. price San Domingo of a^ut 
1.91. The 2-cent duty on these 96-degree test sugars is about 110 per cent. Is such 
a tax to be continued on one of the most important items of the food supply of this 
country? Is the American consumer to be required to pay over 100 per cent protec- 
tion on an article like sugar to producers who can not hope to furnish enough tor the 
American consumption, especially when they can get this article at their very door? 
Even the tariff rate on luxuries does not approach this astounding rate on sugar. 

The increased tariff imposed against Cuba by the emergency tariff act of 60 cents a 
hundred pounds is a heavy biu*den to her. On top of the very high production costs 
that prevailed while the recent crop was being made we have had a colossal decline 
in sugar values. This decline has been brougnt about in great measure by the very 
large crop of Cuban sugar, which was the result of the stimulus given to Cuban pro- 
duction through the entreaty of our own Government during the war. These high 
production costs and the relatively very low prices for sugar have thrown the island 
into financial chaos. It would seem to be an anomaly that one deputment of our 
Government should have sent its special representative to Cuba to inform and advise 
it during this commercial crisis and should be seeking remedial measures for the 
assurance of the island's financial and economic recovery and another department 
should be considering the enactment of a measure that will have the effect to prevent- 
ing its rehabilitation and will be a permanent menace to its industrial life. 

It is pertinent at this time to call attention to the words of President Harding, 
reported in the New York Times of April 12 of this year, on the occasion of the opening 
of the direct telephone communication between the United States and Cuba. Presi- 
dent Harding, in talking over the telephone with then President Menocal, is repwted 
to have said: 
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^'This time is especially auspicious for the exchange of assurances that our two 
Republics are bound together Dy indissoluble ties of sympathy and interest. Our 
fortunes have been linked together already in two history-making struggles, and 
to-day, when Cuba stands under the shadow of a national misfortune, I want you to 
know that the United States is determined as always to prove itself the true and 
helpful friend of your nation/' 

This message was given within a day or two after the suspension of payment by the 
National BanK of Cu ba, which followed a period of distressing industnal and financial 
conditions in Cuba and indicates a sympathy and understanoing of the close political 
and conmiercial relations whidi exist between the two Governments. Yet, notwith- 
standing these sentiments, Congress to-day by its tariff legislation is proposing to 
build a Darrier between the two Governments and to force Cuba into a position where 
she must look for her very life to some other commercial alliance. 

Are our people to look complacently on and witness a tariff of above 100 per cent 
placed on their sugar requirements, and see a market for half a billion dollars of their 
farm and mill products taken away by intemperate legislation? 

The investment of American money in Cuoa produces more than twice as much 
sugar as is produced in continental United States, and in excess of the total 
sugar production of the United States, including its insular possessions oi 
Hawaii, 'Porto Rico, and Uie Philippines. It is therefore earnestly rea nested that 
the foregoing facts be given careful consideration, in the sincere belief tnat they are 
sufficient to warrant your committee in reporting a sugar schedule which will accord 
to Cuba and in equal measure to the United States the treatment which is justified bv 
the manv ties of commerce and friendship between the two countries and which will 
also tend to preserve the investments of the United States in this island. To this end 
our petition is that the duty on Cuban siLgars be reduced to at least the previous rate 
of 1.0048 cents per pound which was in effect up to May 28, 1921. 

STATEMENT OF HOBATIO 8. BTJBENS, BEPBESENTING THE 
AKEBICAN COMMITTEE ON CUBAN EMEBQENCY, NEW YOB^ 
CITY. 

Senator McCumbeb. Give your name and address and state whom 
you represent, for the mformation of the committee. 

Mr. KuBENS. My name is Horatio S. Rubens, 40 Exchange Place, 
New York City. 1 represent the American Committee on the Cuban 
Emergency, and severed other gentlemen in connection with the 
Cuban sugar industry who have surrendered their time to me so that 1 
mi^ht explain the situation as a whole. 

Senator McCumbeb. Proceed in your own way. 

Mr. Rubens. Inasmuch as we are to be heard before the gentle- 
men who are to speak in favor of the bill, there are several thmgs to 
which I would like to call the attention of the committee bv way of 
answering certain statements, arguments, and objections that have 
come to our attention — criticisms made of the Cuban situation, of the 
producers in Cuba, of the opposition to the American interests in Cuba 
and to the Cuban Government itself. 

I think this is absolutely essential for the proper consideration of 
this question, no matter whether you sympathize with beets or sympa- 
thize with Cuba. The question is very plain. We are not here to 
ask for any free trade. We appreciate the situation of the American 
beet industry, particularly, as an example of their situation which is 
common to producers of sugar, whether Hawaiians or Porto Ricans 
or Louisianians or Filipinos, the beet or the Cuban producers — but 
there are certain principles which we would like to place before the 
committee for its deliberation, with the idea not of injuring any 
American interest but of preventing the injury to those interests 
ultimately through tiie immediate injury and paralysis of the situation 
in Cuba. 
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Senator Smoot. Are you a member of the American Commission 
on Cuba? 

Mr. Rubens. No, sir. 

Senator Smoot. Or the Cuban Commission, I should say. 

Mr. Rubens. No, sir- I have had nothing to do with the conmus- 
sion. You mean the old commission 1 

Senator Smoot. It ceases to exist on the 31st of this month? 

Mr. Rubens. Yes, sir; I understand that is its fate. No. I wUl 
say, Senator — I am speaking in an individual capacity — that I was 
in Cuba at the time when it was proposed, and I opposed it. But 
it was submitted to the approval of the State Department in the 
United States, and by and with the consent and approval of the 
State Department it was created. 

Senator Smoot. I do not know the history of it down here; I did 
not know what it was in Cuba altogether, and I thought that if jou 
had been connected with it I would like to ask you some questions 
about it. 

Mr. Rubens. I must confess that while I was consulted, my opinion 
was not taken, and I was opposed to it because I felt that it was an 
ephemeral measure, would simply tend to hold up the ultimate situ- 
ation, was an attempt to fix a price artificially in spite of the over- 
plus of the supply to the demand, and for those reasons I was op- 
posed to it. 

However, one of the charges made against Cuba is that she brought 
about not only her own present condition but that of the sugar m- 
dustry as a whole. One of the charges is that undue speculation 
and ambition to make more and more money brought about this 
situation. I think, in view of the fact that we want to do justice to 
the one and to the other, and particularly as I was impressed with 
the remarks of the honorable Senator who pointed out tne condition 
of the market because of the holding back oi sugars, when, as he said, 
there were ample sugars in the United States and in Cuba to take 
care of the demand; it was then that the American Government 
through its officials stepped in and practically requisitioned the im- 
portation, which ultimately amounted to 800,000 tons of foreign 
sugars, which brought about the disaster. I was very much inter- 
ested, Senator, in your statement that there was enough American 
and Cuban sugar in this country, so that if the speculation was on 
the part of the Cubans it was also on the part of the Americans, and 
the further statement that a great deal of the sugar that was made 
at a very high price in 1920 in the beet district met with the same 
misfortune that the Cubans met. They also held their sugars and 
thev were not sold until the spring of 1921. 

^nator Smoot. It hit the oeet people harder than it did any of 
the cane-sugar people for the reason that the beet-sugar people have 
got this contract one year ahead for their beets, and they nad the 
contract for beets for 1920 when sii^ar was away up in the air, and 
those beets were not manufactured for the next year, and when 
manufactured were produced from $12 beets they found a $6 market. 

Mr. Rubens. Yes; but it was the United States Grovemment that 
was responsible for this. 

Senator Smoot. I am aware of that. 

Mr. Rubens. That precipitated the situation. 
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Senator Smoot. But, I want to say, be fair to the Government, 
too. Their advisers did not take the position that some of us did, 
that there was ample sugar; they took the position that there 
was not. 

Mr. Rubens. I am trying to disclose, Senator, if I may. that the 
Cubans, who may have made a mistake, and probably did, some of 
whom were naturally overambitious, had the same example, as was 
shown to you to-day, of the fixation of price by the Attorney Gren- 
eral, in the case of Louisiana at 17 to 18 cents, and the banner of 
speculation was nailed to the foremast of the vessel. 

Sa that my plea is: Please do not blame the Cubans entirely 
for the very natural assumption that when in November or Decem- 
ber of the year previous to their making their crop, Louisiana was 
authorized to charge 17 to 18 cents, so it was no marvel that finally, 
in May and June, the raw sugar went up to 23 cents. 

Senator Smoot. That is a fair statement. 

Mr. Rubens. The other charge against Cuba — and I am reviewing 
some of the charges against Cuba so as to smooth down some of the 
acrimony of the debate, and anything that I may say which may 
appear to be a criticism of anybody else is only said m the way of 
defensive argimient to some of the offensive statements which are 
perfectly proper in debate. Severed gentlemen in the House of 
Kepresentatives have called attention to the fact that the balance 
of trade in Cuba was against the United States. I will not go into 
the details which have been touched upon by Mr. Atkins and his 
reply that you have to take into consideration interest paid, insur- 
ance and transportation and the dividends which were earned by 
American companies. But I wish further to call attention tq the 
fact that a great deal of sugar in these last years came to the United 
States, apparenthr sold to the United States, but only passing through 
the process of refining and then reexported by the refiners. So that, 
furtnermore, this should be taken into consideration in amelioration 
of the charge that the balance of trade has been in favor of Cuba. 
I remember some years ago when I was in San Domingo and then 
came to Washington that the newspapers pointed with a great deal 
of glee and satisfaction to the fact that under our auspices San 
Domingo had the balance of trade in her favor. That simply meant 
to me, after I had seen the conditions in San Domingo, that after 
dividends were declared by foreign companies that owned the main 
production of San Domingo, which at the time was sugar, the popu- 
lation of San Domingo was on a bare wage, and therefore they could 
not purchase more than their country exported. 

The balance of trade is not an argument against the trade with 
Cuba. We do not say to the rest of the world with which we have 
formed trade, ^'We do not want to trade with you because you are 
not fair; the balance of trade is not in our favor.'' 

Senator McCumber. That balance of trade was due to the fact 
that the only thing that Cuba had to sell us rose enormously in value 
during that year, was it not ? 

Mr. Rubens. Yes. 

Senator McCumber. It did not increase other exports outside of 
sugar to any appreciable amoimt? 

Mr. Rubens. No. 
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Senator McCumber. And the amount of sugar was not particularly 
increased ? 

Mr. Rubens. Oh, yes; its value and the volume of sugar, too. 
There was a considerable increase in sugar. 

Senator McCumber. But not as much an increase in weight of 
sugar as the increase in value? 

Mr. Rubens. No. There was an increase in a few years from two 
and one-half to nearly four milUon, Senator. 

But you have touched upon another point which should not be 
forgotten in connection witn Cuba, and that is that we are dealing 
with many nations that have a number of products, but with, few 
nations that are almost entirely dependent upon one main product, 
and such as is the sugar crop of Cuba. 

I do not want to taKe the time of the committee on useless details, 
but the Senator made a statement which I just took down hastily 
on a slip of paper, that for the price of beets now paid — ^which I 
understand is $6 — the Cubans could lay down and refine their sugar 
at the eastern seaboard. 

There is a slight mistake about that. Senator, because if you 
figure 235 pounds 

Senator Smoot (interposing) . It is 233 pounds. 

Mr. Rubens. I took five because it was easier to figure — at $6 
you get 2.55 cents a pound 

Senator Smoot (interposing) . And that is what they are laying 
sugar down now for in New York. 

Mr. Rubens. But not refined. 

Senator Smoot. There is a cent's difiference in that, and you are 
laying it down in New York at 2.55. 

Mr. Rubens. That is a part 

Senator Smoot (interposing). And then if you add freight and 
the handling of it to ffet it to the mill, you will find out that you can 
deliver Cuban refinea sugar in New York at no more to-day than 
the saccharin in the $6 beet, without our putting an ounce of work 
on it in slicing and manufacture. 

Senator Watson. At what are you laying it down in New York 
for now for January delivery ? 

Mr. Rubens. For January delivery, I understood, 2 cents, cost 
and freight. 

Senator Smoot. That is 96 rough ? 

Mr. Rubens. And that means that afterwards — and I wish to call 
the attention of the committee to it, because the Senator doubtless 
understands the method of calculation — ^when there is a protection 
of 1 cent or 1.6 or 2 cents on sugar, it means this, that is only the 
tariff — there is an additional protection. 

Senator Smoot. You say there is an additional protection ? 

Mr. Rubens. Yes; there is an additional protection in this way, 
that when the beet sugar cost is calculatea it is the cost of beet 
sugar ready for market, a refined product. When you figure on Cuban 
sugar it is raw sugar, which must be transported to a refinery, and 
that refinery must get its cost of refining plus its profit; ana then 
there are lost in that process of refining 7 pounds of raw sugar which 
have already paid the duty, to every 100 pounds of raw su^ar which 
are refined. In other words, only 93 pounds of refined resulting from 



Digitized by 



Google 



SUGAR, MOLASSES, AND MANUFACTURES OF. 2219 

a hundred raw, and the enth-e hundred they paid their duty on, 
and they have to pay for every pound of sugar to the refiner, plus 
profit; and when they get in competition with beets they have to 
pay considerable freight from the seaboard to the competitive zone. 
Senator Smoot. You can get a freight rate from New York to 
Chicago, where our market is, for less than one-half of what you can 

fet it from our factory to Chicago — that is the advantage we get. 
.nd, another thing, I wanted you to understand that the dollar a 
hundred, or cent a pound, that I stated, you know that is added on 
for the refined charges and the losses ? 

Mr. Rubens. Yes, sir. When the cost of raw sugar is low 

Senator Smoot (interposin g). That is what it is to-day. 

Mr. Rubens (continumg). When the cost of sugar is nigh, it goes 
up; and by the same token, when the price was fixed by Mr. Hoover 
for the purchase of the Cuban crop, the Equalization Board added on 
0.35 cent per pound, or 35 cents a hundred, which, in effect, was 
for the benefit of the domestic sugar producers, and the resiilt of 
that was that there was accumulated some $30,000,000 which went 
out of the profit of the transaction on the importation of Cuban 
sugar during that period and became merged with the general funds 
of the United States. 

Senator Smoot. You want to be perfectly fair. But that 35 
cents that was added on was because everything that the beet 
refiner bought increased over 100 per cent — everything that the 
beet sugar refiner purchased increased over a hundred per cent — 
bags of all kinds, limes of all kinds, acids of all kinds, bone olack, and 
everything else increased over 100 per cent, and Mr. Hoover allowed 
them to have $1.35 instead of $1. 

Mr. Rubens. That 35 cents represented about $30,000,000 which 
the Cubans lost during the operation of the sale. 

Senator Smoot. Not at all. 

Mr. Rubens. If they had gotten the same price and the same level 
as the American producer they WoiJd have had $30,000,000 more, 
would they not, Senator ? 

Senator Smoot. Evidently; of course^ Cuba had to pay more for 
her goods, too. There is not any doubt about it. It happened in 
eveiything that occurred in busmess — everything went sky nigh, and, 
of course, Mr. Hoover allowed 35 cents for refining charges and differ- 
ential and loss from 96 raw to ^anulated, and I do not think that 
that was imreasonable, and I beheve that you will say that it no doubt 
did cost the refiner that much. 

Mr. Rubens. I do not envy anyone the profit they did make, be- 
cause after all they have to contribute by way of excess profit, charges, 
aad other things to the exchequer of the United States. 

A great deal has been said m criticism of Cuba lately as to labor. 
The statement that 65 cents is the fair and general charge at the 
present time, I think, needs a certain amoimt of explanation. 

I heard that this was to be used as an argument, Senator, and I had the 
curiosity to ascertain what was being paid in Porto Rico at this time 
and, rather to my surprise, I find it is 50 to 60 cents. 

Senatoi* Smoot. I do not deny it at all; and, for one thing, I think 
of course, if it were possible to avoid, it should be avoided. 

Senator McCumber. That is labor in the field ? 
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Senator Smoot. In the field. 

Mr. Rubens. And, of course, the Senator has explained 

Senator MoCumber (interposing) . That has reference to labor in 
the fields? 

Mr. Rubens. Yes; that has reference to labor in the fields at a 
time wheal there is practically no necessity for that labor, because 
they are just about ready to harvest their crop. It is not a question 
of economics; it is not a question of actual costs either in Porto Rico 
or in Cuba, Senator; it is a question of common hum^ty. They 
must have somethingor they starve. 

Senator Watson. Do they pay 50 cents on the average or more; 
what is the truth about that statement ? 

Mr. Rubens. The truth about that statement is that there is no 
work at this season, and rather than permit the people around you to 
starve, you invent, if you please, some operation m the field which 
otherwise would be unnecessary. 

Senator Watson. Is that 65 cents wages paid the year around? 

Mr. Rubens. No. 

Senator Smoot. I do not say rijght now, because I heard it two 
months ago. I had an investigation made and I have that report 
now- and they have been paymg it. I have not the report here, 
but I will be glad to put it in the record — and they had been paying 
that price for common labor in the field for a month past. 

Mr. Rubens. And it may be that in some cases they paid for labor 
simply by giving enough to keep them from death and from 
starvation. 

Senator Smoot. We can not do that in our country. 

Mr. Rubens. But, Senator, there was no sugar cultivation in the 
fields. And may this be a grain of comfort to all of us: The latest 
estimate of the coming crop in Cuba is not 3,900,000 pounds as it 
was last year, but it is 3,000,000 tons. 

Senator Smoot. Three million two himdred thousand is what was 
given to me. 

Senator Watson. Do they pay more for labor than for harvesting 
the crop ? 

Mr. Rubens. Naturally, and they will just as soon as they begin 
harvesting. 

Senator Smoot. And if Cuba would limit the crop this year to 
2,250,000 tons she would get more money out of her sugar. 

Mr. Rubens. But as to the proposition of importation from Cuba, 
only a few days ago there was one made in the nature of an embargo 
on Cuba. She was told that she would only be permitted to bring 
in 2,000,000 tons, and then she would have the benefit of the emer- 
gency tariff or the Fordney tariff, and if she brought in 500,000 tons 
more she would be penalized. 

Senator Watson. Who told Cuba that ? 

Mr. Rubens. That was the proposition, I think, invented by some 
of the beet sugar gentlemen. And another proposition which was 
recently invented is still more ingenious 

Senator Calder (interposing). How will they control it? 

Mr. Rubens. How will they control it? They will have com- 
missions controlling in Cuba and commissions controlling in this 
country. But the other suggestion, which I think has not met with 
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any serious consideration, was that a price could be fixed which 
would be a living price for American sugar producers, and then let 
us assume that was 2.9 cents a pound for Cuba. If she sold for any- 
thing than 2.9 then she would pay a pfiroportionately higher duty. 
So tnat if a farmer, for instance, were tola to sell his wheat at $1.50 
and he sold at $1.40, his taxes would go up; and then if he sold for 
$1.25 thev would go up still further. 

I am tne first one k> agree. Senator, that something ought to be 
done to take care of the actual situation in Cuba, which is a menace 
not only to this coimtry but to herself. 

I am the first one to agree with that principle, but I am here, 
unfortunately, to argue a question which I want to bring to your 
attention, and that is if the Fordney tariff is assumed to oe a per- 
manent tariff, not a question of doctrine of the present condition — 
of trying to save all the people interested in sugar, whether the stock- 
holders be the stockholders of the American Continental Beet Pro- 
ducing or cane corporations, or whether they be the stockholders of 
American corporations producing sugar in Cuba. I think there 
ought to be no discrimination, and I believe there is none in fairness 
between the American investors whether they are in beets or whether 
thev are in Cuban corporations. . 

Senator Smoot. I do not want to assent to any such proposition. 
To me, as an American citizen, I would very much prefer to nave my 

Eroducts manufactured in America. If your theory is correct, to 
ave free trade or to have all the advantages of cheap labor from a 
foreign country, all you have got to do is to tell the cloth manufac- 
turer and the cotton manufacturer, the jewelry and toy manufac- 
turers, " You go and invest your money in Germany, and we are going 
to protect you, and you will have it come into tms coimtry wimout 
any protection whatever," in order to protect American money 
invested in German v. I say I would like to do that so far as the laws 
of Germany, but when it comes to the question between a manufac- 
turer investing his money in America, employing American labor, 
paying American wages, paying taxes^ to help maintain the American 
Government, I am going to stand by him before any other American 
who is manufacturing his goods to come into this country from any 
other countnr in the world. 

Senator Watson. Of course, that brings up the whole question-of 
tariff. 

Mr. Rubens. That brings up another question which I am very 
sorry to have to touch upon. 

Senator Watson. Do you agree with the statement made here a 
moment ago that the Fordney emergency tariff has no effect what- 
ever in the maintaining of the price of sugar and in sustaining 
American industry ? 

Mr. Rubens. I have a letter from Mr. Fordney here somewhere, 
in which he calls the attention of one of his colleagues to the fact 
that the result of the increase of the duty on sugar has not raised 
the price to the consumer. 

Senator Smoot. For the reason, of course, that the sugar condition 
is such that the market has been steadily dropping. 

Mr. Rubens. Exactly. 

Senator Smoot. But if it had not been, there would not have been 
any sugar industry in the United States left. 
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Senator Watson. Suppose you made the tariff five times as high 
as we did. Would not the American producer have the benefit of 
the entire American market? 

Mr. Rubens. When you Have had before you the various figures— 
when you get soine to-morrow from the beet people, you "vnll find 
they are all very ingenious and made by gentlemen who have their 
pencils sharpened at both ends, and if you ask them the basis of 
calculation of so many cents per pound you will find it was on the old 
exchange rate and not on the new. If you take the new exchange 
rate it would be quite a different thing. 

Senator Smoot. That has nothing to do with the specific rate of 
duty? 

Mr. Rubens. No; except that it works on an ad valorem basis. 
In the case of Cuba, you nave to take the ad vfiJorem basis in order 
to ascertain whether or not there is any article which has imposed 
upon it anything comparable in ad valorem under the present con- 
ditions. 

However, Senator, your declaration that the investments of 
Americans in Cuba do not redound to American interests as do those 
in the West, where you have American labor, etc., I wish to say that 
it is only a raw material, as you well know. It is brought into the 
United States to be worked in refineries. I am holding no brief for 
refiners or refineries. They are here to speak for themselves. But 
they, too, are American interests. 

Senator Smoot. Sure. 

Mr. Rubens. And I believe their investment is between 
$400,000,000 and $600,000,000 as agamst $175,000,000 of the beet 
industry, and they, too, are in a condition where they should be 
respected. They also engage tens of thousands of American labor, 
if you please. 

Senator Watson. Have the American refiners investments in 
Cuba? 

Mr. Rubens. They have some; they have now two estates in Cuba. 
Heretofore they have had none, but it seems that the policy of Mr. 
Havemeyer, who sought to insure his investments in tne American 
Sugar Refining Co. by taking- up a good deal of the stocks of the 
original beet producing companies, which I understand are still held 
and are very profitable as a source of income to the American Sugar 
Refining Co. — I understand that he, in his wisdom, sought those 
investments in the beet industry so as to protect himself if the 
prophecy which was then made should hold good sooner or later — 
early in beet culture it was prophesied by one beet sugar man that 
the united States would in ten years produce enough sugar to export 
abroad in competition with European sugar. 

Senator Smoot. The refiner gets his money without a question of 
doubt. He takes no chances whatever in buying his sugar, because 
he sells his sugar and buys it from Cuba at the price it is— Cuba 
regulates the price, so that the Sugar Refining Co. is perfectly safe. 
It IS not Uke the man who puts the seed into the ground, raises the 
beets and then refines them and prepares the product for tne market. 

Mr. Rubens. Senator, if you will pardon me, since the middle of 
1920 the refiner has been in the same position as any other purchaser 
on inventory: He has foimd his inventory has shrunk and all during 
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this year he has found that certain gentlemen have nipped the price 
below, so that he hardly dared to go into the market to purchase. 
He fouiid that after every purchase^ and before he could refine there 
was a still further slump in the price. 

But. getting down to the question of Cuban labor: The labor in the 
agricultural t^t fields in the West consists of Mexicans, of Japanese, 
and of Russians. 

Senator Smoot. Of course, so far as my State is concerned, that is 
not true. I do not know how other States are. and it is only limited 
to other States. When they could not get the labor, there were some 
Mexicans here who were allowed to come in temporarily. But that 
is not so this year. They have all had to go back, and the Russians 
who came in here from Canada have all been sent back. 

Mr. Rubens. We brought this question up. There is, unfortu- 
nately, a late report of the United States Department of Labor, 
Children's Bureau, showing the effect of working the children in the 
sugar beet fields in Colorado, a partial review of a part of two counties 
in Colorado. 1 will just quote a few words [readmg]: 

Pnetural deformities and malpoeitionfi apparently due to ptrain were shown bv 70 
per cent of more than 1 ,000 of tnese beet-working children who were examined fcy a 
physician of the Children's Bureau. The continued stooping when engaged in *Hhin- 
ning" and the lifting and handling of heavy weights in "topping" are believed to 
affect the growing child's body unfavorably. 

Then they go on to show that out of 930 school children from 9 
to 16 years of age in the study from home school records obtained 40 
per cent were from 1 to 7 years below the normal ^rade of their age. 

They also show an average of 9 to 10 hours a workmg day of children 
working between the ages of 8 years to 12 years. 

This is all official; this is the official report of the Children's 
Bureau. 

Senator Smoot. The only time a child goes into the beet fields is 
for thinning, and all he can pick up is a bit of grass or weeds, or the 
little beets which have just sprouted. 

Mr. Rubens. These photographs [exhibiting photographs to the 
committee] show them pulling beets. 

Senator Smoot. Let me tell you, they do not pull beets. 

Senator Watson. They only thin them out ? 

Senator Smoot. They plow the beets out and then pick them up. 

Mr. Rubens. Here are photographs [exhibiting further photo- 
graphs to the committee] showing the topping operations. Here 
[inaicating] are some children engaged at tne work, which are very 
interesting, as they are actual photographs from the fields. 

Senator Smoot. Of course, i do not Know who they expected to 
deceive by saying that children pull the beets out of the ground. 
That is not done oy anybody — man, woman, beast, or anybody else; 
they are plowed out. And you hardly ever see a child in the fields 
after the thinning is over. A child can thin beets but with very 
little effort. When they put the seed in the ground, which is don(^> by 
machinery, the seed sprout, and always they have to plant more 
seed than is necessary. But in order that the beets may develop 
they have to thin them out. If there were any possible way of getting 
rid of that the beet growers would be verv thankful, indeed. JBut in 
thinning the boys or girls go along usually on their knees, and just 
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pull them out where too many have sprouted, leaving one healthy 
plant there; and that is the limit of the work that thev do. 

But as far as loading or pulling the beets out of the ground, or 
topping them, you see men ao that. 

Mr. KuBENS. I merely was assuming that the Children's Bureau of 
the Department of Labor was correct m its report so far as Colorado 
is concerned; and this is a report of the National Child Labor Com- 
mittee in connection with similar conditions in Michigan [referring to 
another report]. 

However, when we come 

Senator Smoot (interposing). I want to say to vou that, so far as 
the child labor of Utah is concerned, thinning of beets has been a 
godsend to the children. Instead of their nmning on the streets 
and going everywhere, they get something to do, and during 1919 and 
1920 some of tnose children made over $3 a day thinning oeets. 

Mr. Rubens. That brings us to another point about the agricul- 
tural part of the beet production, and m^ understanding is that the 
operation is performed under contract, with laborers who receive so 
much an acre for the entire agricultural operation from the thinning 
to the ultimate topmng and stacking. 

Senator Smoot. That may be done in some places. In Utah a 
man never has more than 5 acres, and he and his DoyB attend to it. 

Mr. Rubens. I am speaking now of contracts which I have seen, 
and have available forms. 

Senator Smoot. There are contracts; there is no doubt about it. 

Mr. Rubens. Available forms 

Senator Smoot (interposing) . There are contracts; there is no 
doubt about it. 

Mr. Rubens (continuing). I understand that the present price paid 
for the agricultural care of the beet after it is planted, and it is thinned, 
and it is weeded, and it is hoed, and after it is dug by machinery, in 
some places, it is separated from the dirt that adheres to it, and it is 
toppea, and it is piled and then loaded, is somewhere at the rate 
of $25 an acre; and according as to how many children there are in 
the Russian family, so is the measurement of the success of that 
family resulting in taking 15 and sometimes 20 acres. That is a 
condition, imdoubtedly, not true in your part of the country, but 
it is true in connection with some of the larger beet-proaucing 
corporations. 

I further call attention to the fact, on this question of labor, about 
the proposition with which you gentlemen concerned are doubtless 
aware, that a man who formerly occupied a very high position in the 
Hawaiian government is now in Washington for the purpose of 
obtaining the free admission of Chinese coolie labor for Hawaii which, 
I will say, by the way, is absolutely impossible so far as Cuba is 
concerned, because of the condition imposed on Cuba by the United 
States at the time of the i^atification and exchange of the reciprocity 
treaty whereby it was distinctly understood and agreed to by Cuba 
that she would maintain the same immigration and exclusion laws 
that we have. So there can not be anything used in Cuba except 
native labor. 

Senator Smoot. Cuba has not been in the same situation as the 
Hawaiian Islands, although Chinese can not enter there unless 
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Mr. Rubens (interposing). I wish to call attention to the fact 
that there is in Congress such a proposition in order to cheapen the 
labor in the Hawaiian Islands. 

Senator Smoot. It is not altogether the cheapening of the labor, 
I want to say to you, because Ilmow the situation very well. The 
Hawaiian sugar business is absolutely in the control of the Japanese. 
You can not do anything in the Hawaiian Islands unless you have 
die consent of the Japanese; in fact there are only two classes of 
labor that amounts to very much there that would ever work in the 
cane fields, and you know what a different job it is after it is burned 
and how they have to load it, and it is an awful job, and the Japanese 
absolutely control conditions in Hawaii. 

Mr. Rubens. As to the increase of the Cuban crop, I have already 
alluded to the fact that the coming crop will not be 3,900,000 tons 
as last year, but about 3,000,000 tons. That comes about through 
various sources of a changed condition in Cuba. One is that there 
was no replanting in 1921 for the 1922 crop, perhaps for the best 
reason in the world that there was no available money. 

The next thing is that despite the fact 

Senator Smoot (interposing) . What do you mean by ' 'replanting '' — 
the seed ? . 

Mr. Rubens. By ''replanting'' I mean, Senator, that in certain 
parts of the Island of Cuba, notwithstanding all that you hear of the 
wonderful fertility of the soil, particularly in the western part of the 
island which has been cultivated for nearly a century constantly, 
you must replant; you must put the plow into the rattoons and tear 
them out and replant them then to the extent of 20 or 30 per cent 
a year. 
Senator Smoot. What I meant was, rattoons or seed ? 
Mr. Rubens. Yes. The cultivation of cane, also due to the lack 
of funds, was not up to the usual agricultural perf<5rmance in Cuba, 
and that means another shrink. 

There is another possibility, but that is only a possibility, and that 
is by reason of f aultv cultivation and excessive rams during the grow- 
ing^ season there will be a shrinkage in yield. 

Senator Smoot. It is agreed by all that the production in Cuba 
this year will not exceed 3,200,000 tons. 

Mr. Rubens. They have at least had that virtue, if only from 
necessity, they have not volimtarily replanted any cane lor the 
coming crop. 

Senator Smoot. If something does not happen here to take care 
of the beet sugar people, there will not be any replanting at all. 

Mr. Rubens. The beet sugar people, unfortunately, took their 
chances, because after it was proven that both they and the Cubans 
had a surplus, after the Sugar Sales Commission was appointed in 
February, in order to take care of the market of the Cuban surplus 
and Cuban crop, it was then that the beets went into the ground to 
an unfortimately la^ extent. 

Senator Smoot. We could not avoid it. The contracts were 
made, and the contract was made on the basis of $12 a ton for beets. 

"Mr. Rubens. I am not 
the present difficulties are 
of the Cubans themselves. 
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criticizing, but I am trying to prove that 
B not entu*ely due to the acute foolishness 
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Senator Smoot. And that was done under the direct instruction 
of the Attorney General ? 

Mr. Rubens. They have in Cuba, as well as you in the beet sec- 
tions, suflFered from the intervention of the American Government; 
and from the point of view of the foreigner he at least has some 
measure of charity and courtesy due him in the consideration of his 
problem. 

I want t<5 say further somethingas to the criticisms of the Cuban 
people, not here but elsewhere: The statement was made that the 
Cubans are ungrateful; why should we do anything for them? 
Why should we have any consideration? When the nigh cost of 
living was bothering all peoples of the earth, when the pnces began 
to crash in Cuba and elsewhere, the American Gk)vemment — you 
see I am still speaking of the American Gk)vemment — appealed to 
Cuba in order that Cuoa might protect American producers of rice, 
who had made consignments and sales of rice — a great necessity in 
Cuba, a daily food and prime necessity of life; at prices tliat were 
very high. Cuba did not say, *' I am for Cuba first. I do not care 
anything about the United States rice people, or the United States 
banks." Despite the fact that it was inordinately high in Cuba, 
they placed an embaj go on the importations of rice at the request of 
the American Government and for the benefit of the American rice 
industry. 

Senator S!moot. And on a very high price for the rice ? 

Mr. Rubens. At a very high price for the rice. 

Senator Smoot. Which was the price Java was asking, and the 
price that they could bring it from Java into Cuba? 

Mr. Rubens. Yes. 

Senator Smoot. That is all it was. 

Mr. Rubens. But the embargo was there, and a free trading 
proposition would have relieved the necessities in Cuba, and woula 
nave reduced the cost of living, and vet Cuba did not say "Cuba 
first." 

Senator Smoot. Because she has always had every chance in the 
world to come in at 20 per cent preferential with her main crop. I 
am not complaining of that, nor am I complaining against Cuoa, I 
am just lookmg out for the United States. 

Mr. Rubens. About the differential, I am going to quote an 
authority with which you do not entirely agree. Senator. It is, 
however, an authority; and that is the Tariff Board. They say on 
page 329 of their 1919 publication, that " the reciprocity arrangement 
did not result in any sales to the United States of sugar, which but 
for the reciprocity would have gone elsewhere." 

Senator Smoot. That was true imder conditions. 

Of course, at that time England was perfectly willing to buy sugar 
anywhere in the world. 

Mr. Rubens. And let me go on to say as to the reciprocity treaty 
[readini^^J : 

fn thiw year (1913) the amount of protertion to the domestic producers and the 
produ;er? of the noncontiguous territonee was less by the amount of Cuban prefercm^'e 
than the rate of duty on the tariff act. In 1914 up to the outbreak of the war the 
American consumer was getting the whole of the benefit from the preference to i^uban 
sugar. 
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That is to say, that the Cuban had lost his preference and the 
American consumer was ffettin? the advantage of it; and that is the 
situation acutely now ana will be the situation so long as Cuba has a 
sufficient amount of the sugar; the difference between the full duty 
and the preferential duty is not for the benefit of the Cuban. 

But I want to be perfectly fair, Senator, and admit that when you 
raised the tariff from 1 cent to 1.6, then the old principles which' we 
recognize as good protectionists took effect; that is, the foreigner 
pays for the increased duty, and the American manufacturer, on the 
other hand, so far as his production is concerned, gets the benefit of 
that increase of impost upon the foreigner. 

Senator Smoot. We do not disaffree on that at all. 

Mr. Rubens. I just want to caJl attention of some gentlemen to 
the fact that when you say that Cuba has this preferential she has in 
fact lost her preferential so far as full-duty-paying sugars arie con- 
cerned, and she has lost it ever since she prod\iced a little more than 
enough than was required to come to the United States. 

When we say to Cuba that we are giving her this market, why. 
Senator, if we could produce in this country and did produce all our 
needs and requirements, there would not be any market for Cuba. 
We are not giving her anything except that to which she is entitled 
because of her proximity and because of her close political relations 
to the United States and because we need her sugar. 

On the other hand, it is said that we Americans have given every- 
thing and received nothing. In the past 10 years the exports from 
the United States to Cuba have been in round numbers nearly 
$1,800,000,000. Cuba by reciprocity treaty has granted the United 
States not 20, but 25, 30, and 40 per cent. So, taKing the average as 
that of the minimum 20 per cent, American manufacturers have in 
the past 10 years received the direct premium or benefit to the extent 
of $320,000,000, and it is because they have received that direct 
premiimi and benefit, and because of tne increase of trade by pro- 
ducers in the United States that they have joined the committee over 
which I have the honor to preside, and place before you in evidence 
the necessity of keeping up their trade, by not completing the ruin of 
Cuban industrv just as they have no desire to see any American 
industry ruined. We ask you to weigh very carefully not merely a 
local business of certain States in the West, not only the interests of 
certain stockholders in the beet and cane industries of continental 
United States, but the interests of those who have invested — accord- 
ing, again, to the gentlemen of the Tariff Commission — because *' the 
United States has greatly profited by the opportunity of profitable 
investment of capital in Cuba," which you will find on page 322 of 
their 1919 statement. 

There seems to be some little confusion about the question of 
what was the Equalization Board's profit at the time of the pur- 
chase of the Cuban crop by the United States. I do not want to take 
the time of the committee to read the few figures which I have jotted 
down, but I do wish to call your attention to a statement showing 
that the Eoualization Board's profits, not profit to the refiners, 
but the pront which was established over and above the margin, 
^went, so far as the domestic producer is concerned, to his benefit, 
and, so far as the Cuban producer is concerned, it went to the benefit 
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of the Equalization Board and became merged in the Treasury of 
the United States. ; 

With reference to the question of child labor, it does not seem to 
have been the custom in ftie State of Utah. I have here as far back 
as 1916, for February, the child labor bulletin showing the condi- 
tions in Colorado, and portraying the cgnditions in the schools at 
the time of full attendance and at the time of the beet harvest. 
Some of these are very interesting indeed. 

Senator McCxjmbee. Do you know of any farming community in 
the whole United States where children do not work as soon as they 
are biff enough to work ? 

Mr. KuBENS. But during the school vear 

Senator McCumbee (interposing). Manv of them work during the 
school year, at least at all times when they are required to do the 
work. The harvest time is generally the time of vacation. 

Mr. Rubens. Yes; that is true. 

Senator McCumbeb. Cionditions on the farm, so far as I know them, 
could be much worse than they are to-day. Isn't it a fact that the 
child, from the time it is big enough to hunt eags until the time it can 
do heavier work, has to do some work on the farm? 

Mr. Rubens. That is true in a way. But these children are not 
usually American children. They are children of foreign birth and 
foreign extraction. I have here a little report, which was made con- 
fidentially, showing the conditions. The observer says: 

It is making the problem of Americanization more difficult. The American chil- 
dren are beginninj^ to make much of this class distinction. I asked a boy at school 
if he ever worked in beets. He said, *'Xo, indeed; we Americans don't have to; we 
make the Russian and Mexican kids do that.'* 

In the Russian f amiUes a large number of children is considered a 
prize. The statement I have in regard to this is as follows: 

A Russian counts each child as an asset, and when his wife bears him a new boy he 
considers himself $5,000 better off. Their women are valued for the number of 
children they can bear. One a year is the rule, more if possible. A child is seldom 
called upon to support his widowed mother, for there is no such thing amon^ them as 
a widow mth chiloren The more children she has the quicker she is mamed again. 
If a young man can marry a widow with children he considers himself just that much 
ahead. A minister of these people tells of a Russian who was burying his wife. While 
standing by the open grave ne had his hand over his eyes with lus migers spread, and 
was crying with one eye and looking for a wife with the other. He was married again 
in a very short while. 

I shall submit this bulletin of the child labor organization and also 
some extracts from confidential reports showing tne conditions of all 
workers. 

(The bulletin referred to is as follows :) 

CHILDREN WORKING IN SUGAR-BEET FIELDS IN COLORADO. 

The United States Department of Labor, through the Children's Bureau, has just 
issued some preliminary figures regarding the findings in a study of children who work 
in the beet fields, one of a series of studies which the Children's Bureau is making of 
the work of children on farms. 

The study covered parts of Weld and Larimer Counties in Colorado, and included 
1,077 children under 16 years of s^e who did beet work. While some of the beet 
growers plant small acreages and depend upon their own families to do ttte handwwk 
which is involved, the great majority hire contract laborers for the handwork. Over 
seven-tenths of the working children were the children of these contract laborerB. 
In the area studied in Colorado four^fifths of the laborers were resident; that is, they 
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lived in towns near the beet fields, moving out to the fanns in the spring and returning 
to their homes after the harvest. About 70 families, however, were those of transient 
laborers, recruited by the suffar companies, often from distant parts of the country. 
Many of them were attracted to the beet-growing areas by the fact that the whole 
family could work in the fields. 

Chfldren thinned out the small beet plants in the spring, hoed, pulled up the beets, 
and '* topped" or cut off the beet tops at harvest. The worked at very early ages. 
Over one-fourth of them were under 10 years old, a small percentage imder 8. Less 
than one-fifth were as much as 14 years old. Considerably over half were from 9 to 13 
years of age. Physically, the most harmful featujre of the work probably lies in the 
long hoiir& From 69 to 85 per cent (according to the process in which the child was 
engaged) worked 9 hours or more a day. From more than one-seventh to one-third 
(again varying with the process) worked 11 hours or more. Thinning and blocking 
in the spring and pulling and topping in the autumn are both done under more or less 
pressure; the first process must be done before the beet plants grow too large: the second 
before severe fnosts occur. Hoeing is done in a more leisurely way during the summer, 
but it is the spring and fall processes in which the younger children are most generally 
used. The average working day for all processes was usually between 9 and 10 hours. 

Postural deformities and malpositions apparently due to strain were shown by 70 
per cent of more than 1,000 of these beet-working children who were examined by a 
physician of the Children's Bureau. The continued stooping when engaged in 
** thinning' ' and the lifting and handling of heavy weights in "topping' ' are believed 
to affect the growing child's body unfavorably. 

Mr. Rubens. The point about it is that these workers are not 
American farm workers; they are not American citizens; many never 
will be. They are Japanese; they are Mexicans; they are Russians 
of a certain type that perhaps never will become citizens, or, if they 
do, they will be the fathers of children and the mothers of children 
that, for lack of education, will be a real menace to the community, 
because as they grow up in vast numbers they can outvote the local 
American population. And then you are going to have another local 
question besides the question of tariff on your hands. 

I shall say this, further, about the cost of production in Cuba. 
The cost of production is not the reflex of the present sales price. 
When the point was brought out to-day that sugar for January 
delivery is 2 cents a pound, I wish it distmctly imderstood that this ' 
is not a reflex of the cost of production of that sugar, because there 
has not been a sale of sugar from Cuba, or, I am willing to admit 
from any other source, that has come into this market since the 
b^inning of this year that has not been sold under the cost of pro- 
duction. But, gentlemen, sugar — the beet-sugar industry and the 
cane-sugar industry of Louisiana — is not alone m this plight. There 
is not a single industry in the United States that is not m the same 
plight. You may Iook at your farmers who are raising com and 
wheat and oats. They are in the same plight. Look at the pro- 
duction of steel, of copper, or of any commodity of which there has 
been a surplus or a hangover, or even where there is not any in the 
hands of the producers, out the United States Government, through 
its war purchases, has a great surplus. You will find that same 
condition in many other lines of industry. 

It is not because we are fearful that the tariff which is proposed to 
you in the Fordney bill is not a remedy for the specific needs of the 
moment that we ask for your consideration, but it is because we fear 
that by reason of the peculiar circumstances of the moment you will 
be argued into taking action definitely on a tariff which is going 
to prevent Cuba from ever coming back and from ever making 
pront because of a law which, when once placed on the statute books, 
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we may not be able to persuade you to expunge, and which, as I hope 
to show you, will prevent Cuba absolutely from making any profit 
on a prewar basis. 

Six-tenths of a cent, which is an addition to the tariff as it existed 
before the emergency tariff bill, represents upon the unit of pro- 
duction in Cuba, which is sack of 325 pounds, $2 per bag. 

I wish to call the attention of the committee to the fact that in 
prewar- times the best situated mills in Cuba were satisfied with a 
profit of anywhere from one to two dollars a bag. This six-tenths of a 
cent (additional to the tariff paid before the passage of the emergencj 
tariff bill) which is sought to be perpetuated in the Fordney bill is 
just $2 per bag. If the principle of protection, as we understand it, 
worked out properly in normal times at the old rate, never mind 
whether it works out now. 

What I am afraid of is that you are going to legislate under abnor- 
mal conditions and in so doing continue to paralyze Cuba when normal 
conditions come along. 

I say that that $2 a bag which Cuba will have to pay is harmful, 
because if the exporter, the foreign exporter, does not pay the tax, 
then the American consumer pajs it; and I believe we are all good 
enough protectionists not to believe the latter. This extra 60 cents 
a hundred, or this extra $2 a bag, on the unit of Cuban production, 
simply means that when normal conditions are reestablished, the 
Cuban sugar mills best situated can never hope for a profit. 

I want to call the attention of the gentlemen who are producing 
sugar in this country to a few serious facts. They and tne Cuban 
producer are really in the same position. The ruin of one is not 

foing to help the other; the ruin of Cuba is not going to help the 
eet industry. Quite the contrary. In the process of ruining Cuba 
you will be up against what they are now, which is this — ^ruinous 
and bankrupting competition against which there is no tariff pro- 
tection. There is no protection against that. The worst thing that 
can happen is the continued lack of credit from which the Cuban 
industry suffers, and that is why, despite the increase of the tariff 
by 60 per cent, the price has not increased. It is because the supply 
was too great; because there was no credit in Cuba to hold the sugar, 
and because those who suffered from necessitv had to dump tneir 
product on the market; and that condition will be more acute when 
the control of the present Finance Sales Corporation is off. 

Senator Watson. What tariff will you be content with ? 

Mr. Rubens. I am not a plenipotentiary of Cuba, but I am simply 
arguing the facts for your decision, keeping in your minds that what 
we want is not the amputation of a leg on the theory that it will 
cure the itch. 

Senator Watson. You have been arguing in generalities in an 
attempt to show the production in Cuba and in the United States, 
but you have not told us what you want. 

Mr. Rubens. One cent. We want that under which there was 
ample security for the American product. 

The point of fact is they have increased their factories. The point 
of fact is that they have declared, despite all the troubles and diffi- 
culties that they tell you they have gone through, heavv dividends. 
In some cases, I believe there was a 100 per cent stock dividend; 
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in other cases, a 47.5 per cent extra dividend in one year. They have 
been prosperous. There is no jealousy on the part of the Cuban 

Eroducer, but we see that the situation is such in Cuba that it has 
ecome necessary for this Government, not only to exercise, as it 
always has, a protectorate in Cuba, but to send a plenitotentiary to 
Cuba for the purpose of counseling, advising, directing, and restrain- 
ing on all subjects, not only politically, but economically. 

That raises a question entirely different from that of any other 
nation in relations with the United States. We need not go back far 
in the history of Cuba and her relations with the United States. 
Some gentlemen have said, **You spent too much money on her.'' 
I think, so far as the people of the United States are concerned, 
they have never regretted, and they never will regret, having declared 
in the war with Spain for the principle which later was consolidated in 
that greater war through wnich we have just passed. It was the 
first time that a great RepubUc sacrificed its treasure and its blood 
for the purpose of establisning another free government. 

Not content with that, it became the champion of that govern- 
ment. It has protected it; it continues to protect it. But there 
is no use in protecting it physically, if you are going to ruin it eco- 
nomically, and there is absolutely no reason wny tne beet gentle- 
men should fear annexation any more than they should fear inter- 
vention, because if we should actually intervene, not in name as 
we did and have, through the presence of Gen. Crowder in Cuba, 
but if we step in and telfthe Cufcans, ** You can not keep your house 
in order; you can not run your government properly; you are a 
menace to the existence of such a stable government as is covered 
in the Piatt amendment and the treaty, and therefore we will 
take charge of you," then this country could do only one thing, 
which would be to show to Cuba and to the world that, having 
taken possession, it could do better than Cuba; and it could not 
do better than Cuba if it did not right the question of the income 
of the Cuban Government. That income depends upon customhouse 
receipts, and, in turn, they are dependent upon the purchasing 

Sower of the people, and the purchasing power of the people is 
ependent upon the economic and trade conditions in Cuba, which 
are all based upon the main crop — sugar. Therefore, if tiiere is 
any intervention, the United States would either fail in getting a 
sufficiency of revenue, or it would have to do what was done when 
the Republic of Cuba was first established and when Secretary 
Root, who has been quoted to you, made his declaration of prin- 
ciple, and when President Roosevelt made his, and when that great 
banner bearer of protection, Mr. Payne, among other things, said 
that '*the United States would be recreant in its duty if it failed to 
create conditions which, . by assuring Cuba a favorable market, 
would render her prosperous. " 

And in the debate, against all the protests of the gentlemen whom 
you are about to hear, and who have told you in past years how the 
admission of free Hawaiian sugar, the admission of free Porto Rican 
sugar, and how the admission of the Philippine sugar would affect 
conditions, he held to his view. 

I do not blame them for wanting to get as much as they can, but 
I ask you gentlemen to consider the history of the protests of these 
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very same interests. They have cried '*wolf " so long that I think 
you ought to look into the facts and the figures. The fact is that, 
despite the influx of island sugars free of duty, they have continued 
to increase and to prosper. 

A situation would arise imder the circumstances that I have 
endeavored to point out which would cause any governor who 
might be named in case of intervention in Cuba to use the same 
words Governor Wood used in 1902. He said, ^* Relief must be 
granted and granted quickly or a condition will arise which will 
render the establishment and maintenance of the stable govern- 
ment highly improbable. " 

This is not an ordinary tariff question. 

The peculiar relationship, once established, and now continued 
with Cuba, our real intervention through a resident representative 
with almost plenary power and with tacit veto power when occa- 
sion arises, must not be lost sight of. He may suggest to the Cuban 
Government, or to the legislature, or the President of Cuba, what 
legislation is beneficial to Cuba. It is all done in the best of faith: 
it is all done for the benefit of Cuba. That raises the question if 
you can properly say that, as between the United States and Cuba, 
you are always for tne United States first. 

Now, as to the question of the advantages of reciprocity. I doubt 
whether you gentlemen, even if you have been in Cuba, realize the 
great demand for American products which exists in Cuba, and 
which one might almost say exists in no other coimtry of its size 
and potential wealth. Cuba manufactures hardly anything. It 
piwchases, not only manufactures in the United States, but it pur- 
chases vast quantities of food products in the United States. 

When you arise in the morning, your pajamas, your slippers, the 
soap you use, the dentifrice, the orush, tne sheets you slept on, the 
furniture — all is imported and is usually imported from tne United 
States and has enjoyed the great benefit of the additional tariff 
allowance of 25 to 40 per cent. 

As you go through your daily life in Cuba, all the eggs that you 
consume, the milk that comes m to the extent of $4,000,000 worth 
in a year in cans, the vegetables — in fact, everything that you use 
in the way of clothing, outward and inward, from nats to shoes, 
comes from the United States. 

And that is why the trade with Cuba is so very essential. That 
is why the gentlemen who have formed our committee are asking 
you please to consider, in connection with this tariff, not the ques- 
tion of the protection of a certain locality or one certain industry, 
but to consider that the manufacturers, tne exporters, and the mer- 
chants of this country have been doing an enormous trade, that 
they have debts due from Cuba which they hope to collect; and they 
hope that there wiU be such tariff legislation as not only to enable 
the Cuban people to pay their just indebtedness, but to make them 
good customers in the future. 

There are millions of dollars invested in American enterprises 
there that seem to me to have the same right to protection. There 
is $1,000,000,000 of it as against $175,000,000 at the outside, m the 
beet industry. The question is whether this is going to be legisla- 
tion for the greatest good to the greatest number of American citi* 
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zens, not only for those stockholders who have interests in Cuba to 
the extent of a billion dollars, but for those merchants and laborers 
who are manufacturing articles for export commerce to Cuba. 

Then I come to the question of the farmer. Mr. Atkins has read 
to you a series of imports in 1920 representing farm products. It 
runs to the extent of about $100,000,000. 

The fanner is very much of an exj>orter and business man so far 
as Cuba is concerned, because Cuba, outside of a little tobacco, 
produces nothing but sugar and has to buy her com, her wheat, 
and her foodstuffs of all sorts — ^potatoes, canned goods, butter, eggs, 
meat and hog products — from us. . 

I do not speak as the representative of the farmer, but if the 
farmer in this country knew what is at stake, he and the other busi- 
ness men in this country would demand at once that Cuba should 
be so treated as not to be prevented from again becoming a valued 
customer of the United States. 

A^ain, I insist, gentlemen, that you must not be swayed by the 
conditions of the moment, which are just as bad for one industry 
as they are for the other; and I beg of you not to place our decision 
upon the facts as they are presented at the moment with reference 
to the great over-plus and the smaller demand, but to look upon 
this tarm question in the broadest possible light, so that your decision 
will be not only a decision on the tariff question, but it will be a 
decision which involves a ^eat principle — the principle as to whether, 
you might also say, quotrng a Democratic candidate for the presi- 
dency who once was defeated, for saying the '* Tariff is a local issue." 

My hope is that you will decide to the effect that the tariff is not 
a local issue, and that the people who have investments in Cuba are 
under the protection of the United States, and not merely imder a 
foreign government, as was suggested to-day with respect to Germany, 
an ex-enemy. They should oe taken care of. Tnat includes our 

Eroducers, manufacturers, the farmers— ves, even the refiners, who 
ave an investment of between four and five hundred million dollars, 
as against $175,000,000 invested in the beet industry. Even those 
companies are Americans, and their stockholders have equal rights 
with the stockholders of the gentlemen in the West. 

Now, let me take up a Question of comparison. We have passed 
an emergency tariff bul. We have given the American farmer, the 
producer of wheat, 25 cents a bushel at a time when the selling 
price was about $1.35, or about 20 per cent ad valorem. On an aa 
valorem basis the same emergency tariff bill, on a product that 
comes into the United States and is refined here, gives a profit and 
supports labor and another industry, imposes somewhere in the 
neighborhood of 80 per cent ad valorem. And the same bill, 
parci^raph 506 — and I am now speaking of the Fordney bill — 

{provides: ''Sugar candy and all confectionery not specially provided 
or, and on sugar after being refined, when tinctured, colored, or in 
any way adulterated, 30 per cent ad valorem." So we call atten- 
tion to the inconsistency of a bill that provides for the raw product 
which is brought into the United States, and which gives a profit 
to the American industry, which gives a profit to tne American 
workman, an 80 per cent ad valorem, while the finished, manu- 
factured product, pays but 30 per cent ad valorem. The question 
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may be raised, just as it was raised in the House by the gentlemen 
who want as nigh a tariflF as they can get, that this Government 
needs the money. Well, gentlemen, if this Government needs the 
money and it must have its income from one of the elements of the 
breahfast ctip. perhans the other elements of the breakfast cup 
should share that buraen. 

The tariff information surveys of the Tariff Commission, imder the 
heading *'C!ompetitive conditions/' state that **in all the regions in 
which domestic sugar is produced, except perhaps Louisiana, a con- 
siderable proportion is produced at a cost as low as, or lower than, 
the marginal Cuban cost. Such producers would be able to continue 
to compete with Cuba if there were no duty, although their profits 
would be less.'' 

Again, the same authority says: ** Taking the industry as a whole, 
roughly speaking about 20 per cent of the output is dependent upon 
the tariff.^' 

The question of relative cost of production, gentlemen, as Senator 
Smoot pointed out, can not be arrived at by taking the enormously 
high cost of production of badly situated producing units, and com- 
paring that cost with the low cost unit which is favorably situated on 
the other side. As he truly said, we have to take the law of averages) 
and you* need not take my word as to the comparative necessity for 
protection. I beg of you not to take the word of these other gentle- 
men, who, as I said before, sharpen their pencils at both en(&, and 
when they figure begin to figure back from the answer, as we did when 
we were in school, in order to find out by what method thev are best 
served. Here is the information from the Tariff Board, and I assume 
that they are honest in their statements when they point out that only 
20 per cent of the less favorably situated producers are dependent 
upon the tariff at all. 

When the argument started to-day, emphasis was put upon the 
question of the refiners in connection with the beet industry. Testi- 
mony Was read from the Hardwick committee. I think it was best 
stated by Mr. Thomas, who was the president or chairman of the 
board of the American Sugar Refining Co., as successor to Mr. Have- 
myer, when he said, *' We went into the beet-sugar industry because 
that was the onlv way in which we could share the benefits of the 
protective tariff. They went into it further, of course, because they 
wanted to have a possible income from a source which might in the 
end wreck the entire operation of the refining units in the East. 

If the prophecy of one of the high priests of the beet industry whom 
I see seated liere and who once said, **If you give us only a moderate 
protection, within 10 years we will be exporting beet sugar to Ger- 
many," had been fulfilled, things would be different. UnK>rtimately, 
that prophecy has been as false a prophecy as the various prophecies 
of the gentlemen interested with regard to the absolute rmn of their 
industry. 

Every time a question has come up as to whether a certain amoimt 
of sugar would come in at a lower rate of duty, as in the case of the 
negotiation of the reciprocity treaty, or as in the case of the 
islands which are now a part of the United States, their entire sugar 
crop, they were very certain, would be ruined; and you will hear 
to-aay that they are going to be ruined once more. 
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The question was raised a§ to another provision of the Fordney bill 
whereby 25 per cent reduction should be allowed to certain American 
producers oi sugar if they imported a certain quantity of sugar, which 
should be twice as much as they produced or refined from American 
production. 

Mr. Atkins said that this, to his imderstanding, was a violation of 
the reciprocity treaty. I would like to say just one word in explana- 
tion of that situation. It will be answered that if there be a rebate 
of 25 per cent of the duty, the full duty being 2 cents, as proposed 
in that bill, that means l^ cents for the full duty paid sugars; and 
by the same token, if Cuba pays $1.60 a reduction of 25 per cent in 
her case would mean $1.20, so that, making such a comparison as 
that, it may be argued that Cuba is not being discriminated against 
in any way. 

But, gentlemen, that is not how it will work. The situation now 
is that the full duty paid sugar is sold on the basis of Cuban sugar, 
and therefore the full duty paid sugar must absorb the difference 
between the Cuban rates and the niU rate. In other words, the 
refiner buys the sugar at a lesser price and then adds the full duty, 
or 2 cents, to it, and that stun total is not more than the Cuban 
sugar with $1.60 added to it. But the refiner gets a drawback and 
therefore the refiner, under these circumstances, will buy only the 
full-duty sugar. He will not buy the Cuban sugar because he will 
get 2 cents a pound drawback for what he pays 1^ cents for. In 
flie other case, he will get only $1.60 for which he paid $1.20. In 
other words, it is not human for you to expect the refiner to give 
Cuba the advantage of this 25 per cent and tnerefore it is a violation 
of the spirit, if not the letter, of the reciprocity treaty between Cuba 
and the United States. 

I think you will find that the trend of ai^ument will be that Cuba 
has brought upon herself her present situation and also upon her 
confreres in the sugar business by having produced what appears 
tonday to be an unmarketable surplus. 

I have touched upon this phase very httle. Cuba, when she plants 
cane, can harvest for a number of years. She has planted nothing 
since the evil days came upon the sugar market. That is not so in 
connection with the beet mdustry. They knew that there was a 
surplus of sugar, but they hoped that that would be absorbed, and 
they contracted in order to produce a larger crop under the present 
circumstances than they have ever proauced m their history. I 
merely mention this again to try to avoid the aimiment that Cuba 
alone is responsible for the evil days which have fallen upon the sugar 
market. 

Another t)ne of the chaises against Cuba is speculation in 1920. 
About 20 per cent of the sugar crop of Cuba was sold, before grinding 
began, at prices varying between 6^ and 7^ cents a pound to Cana- 
dian, Australian, and European buyers. At the end of 1920 less 
than 10 per cent of the entire Cuban crop remained in the hands of 
the Cubans — about 350,000 tons maximum, as against 800,000 tons 
n^hich were exported practically by behest of uie American Gov- 
ernment from other countries. 

Speculation in sugar, as was said by some one here to-dav, was not 
bro'ught about by Cubans alone; it was brought about by tne fixation 
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of prices for Louisiana refined sugar long before the Cuban crop 
began. Everybody took advantage of it. Cuba should not m 
blamed. 

Cuba is further charged with having such maladministration that 
her present financial condition is brought about by her laxity and 
ignorance and the loss of her principal local banks through her own 
fault and neglect. There may be something in it, but I wish to caD 
the attention of this committee to the fact that we have twice inter- 
vened in Cuba. We have twice had the opportunity, which we 
exercised, of amending the laws, and we Americans did no better 
than the Cubans in the establishment and the proper legal control 
of banks and the banking system. 

We are told, furthermore, that the present condition of Cuba, so 
far as her government finances are concerned, results from the fact 
that she lives beyond her income; that her budget is such that her 
income can not possibly meet her expenditures. In answer to that, 
gentlemen, I ask you what Government there is in the civilized world 
to-day that is living within its income or within its budget? And 
the answer is, not even we, the people of the United States. 

The question of Cuban deficits, and that she can not pay even her 
ordinary monthly pay roll until the end of the month, is one which 
I think we ought to consider in connection with our own history. 
I think we ought to remember that in the history of this Govern- 
ment, in the youth of this Republic, there was a time when there was 
insufficient money to pay for the stationery of our Department of 
State. That was about the year 1816. 

As far as banks are concerned, every student of American history 
will remember the terrible, universal crash which occurred in the 
history of our own country after the revocation of the charter of the 
first bank of the United States. 

We are also frequently reminded that Cubans are a bad lot; that 
thejr are always in trouble; that they have had frequent local diflB- 
culties. That is true, and so is it true, gentlemen, that the United 
States of America has gone through the same course of experience. 
We had Shav's rebellion. As a result of that, if my niemory is not at 
fault, one of our great statemen wrote a letter in which he said that 
he gloried in the virility of the spirit which resulted in that demon- 
stration of interest in the affairs of our country, and he hoped that 
every once in a while there would be public spirit enough to cause 
another uprising. That was Thomas Jefferson. 

Now, let us, m the consideration of this question, if you please, 
remember that every sugar producer, is to-day suffering as every 
producer in every line is suffering, and that we hope to arrive at a 
condition where we all may be prosperous, but we should not drive 
the Cuban producer into additional discredit and bankruptcy and 
force him, either to seek political annexation or to go to the desperate 
measure of bankruptcy. Any competition which will give nobody a 
chance of livehhooa will be as destructive of the people who demand 
it as it will be destructive of the people who are required to make 
this supreme sacrifice. 

I ask the committee to consider in this measure before them not 
only the present but the future, not only the question of the relations 
of the stockholders of the West, but also the stockholders of the East, 
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the American stockholders of the investment in Cuba of a billion 
dollars, the trade of the United States, the good faith of the United 
States to Cuba, w^^ich will have its echo in its relationship to trade 
with all the Spanish-American countries. 

You have to sit as more than the Finance Committee in the de- 
cision of this question; vou have to consider foreign relations, be- 
cause Cuba is foreign, although our ward. You have to consider 
the interests of merchants and manufacturers, of investors in other 
parts of the country, and not the mere local quep fcion confined to a 
restricted territory m these United States. 

I shdl say in closing that in the last days of the life of Senator 
Hanna, whom I knew very well, he once said to me, "There was a 
time when I considered the wishes of my party and of my State of 
Ohio as paramount and supreme, and I acted according;ly. I have 
now, in tne maturer, riper years of my experience, realizing the true 
duty of a United States Senator, come to the conclusion tnat I am 
the representative of the whole people of the United States and I 
must look upon every question that comes, not in the light of a mem- 
ber of the Republican Party, not as a representative only of the State 
of Ohio, but as a representative of the majority of the people and the 
majority interests. " 

1 want to call your attention, finally, to the words expressed by 
Mr. Harding, when, at the beginning of this year, he opened up 
communication with the President of Cuba on the long-distance 
telephone between Habana and the mainland and expressed his 
uttermost sympathy with the dire distress and calamities which had 
fallen upon Cuba through the crashing of banks simultaneously with 
the evil condition of her main industry, and in which he promised her 
all the aid and support we could render. I hope, gentlemen, that 
with the Executive of this Nation reaching out tne hand of help and 
sympathy, the Legislature of this Nation will not so decide as to deny 
tnat help, that aid, that sympathy, which was tendered by the 
President in that conversation with the then representative of the 
Cuban people. 

Lbttbr of R. E. Desvernine on Cuban Reciprocity. 

New York, December 22^ 1921, 
Horatio S. Rubens, 

Chairman American Committee on Cuban Emergency ^ New York City. 

Dear Mr. Rubens: At your request I have considered the emergency tariff act 
and the proposed Fordney tariff act in their respective sections referring to Cuban 
products in the light oi the historical and traditional policy of the United States 
toward Cuba, and take pleasure in giving you my opinion from such study that the 
emergency tariff act and the proposed Forclney ts^ff act in said sections constitute a 
reversal of the traditional policy of the UnitedStates toward Cuba and a breach of the 
clear and undoubted, duty which the United States Government owes to Cuba. 

The enactment of the emergency tariff act and the proposed Fordney tari^ act is a 
dear departure from the commitments of the policy of reciprocity as established 
between the United States and Cuba and also practically a disavowal of the close 
political and commercial relationship between the United States and Cuba, as set 
forth from the beginning by leading statesmen. 

On December 11, 1902, a treaty ol commercial reciprocity was entered into between 
Cuba and the United States, Article VIII of this treaty r^ing as follows: 

"Art. VIII. While this treaty is in force the rates of indebtedness which result for 
the importation into the United States from the Republic of Cuba by virtue of the 
rebates stipulated in this treaty are, and shall continue being, preferential over similar 
articles of merchandise from other countries; and in compensation of the said pref- 
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o^ntial lights granted the Republic of Cuba by the United States it is agreed that 
the concessions made on the part of the Republic of Cuba to the i)roduct6 of the United 
States are also, and shall continue being, preferential over similar products of other 
countries; it being understood that — wmle this treaty is in force — ^no suear imported 
from the Republic of Cuba and which is a product of the soil or of the inaustry of the 
Republic of Cuba shall be admitted into the United States with a reduction of duties 
of more than 20 per cent of those established by the tariff law of the United States 
approved Julv 24, 1897, and — while this treaty is in force — ^no sugar which is a prod- 
uct of any other foreign country shall be admitted by treaty of convencion * in the 
United States with lesser duties than those impeded by the tariff law of the United 
States approved July 24, 1897." 

It will be observed that this article stipulates th&t the reduction allowed to Cuba 
shall not be extended to any other country and the proviso of said article establiehes 
that during the continuation of the treaty no Cuban sugar should be admitted to the 
United States at a rate of duty lower by more than 20 per cent than the duty imposed 
by the tariff act of 1897, and no sugar from countries other than Cuba should be ad- 
mitted by treaty or covenants into the United States at a lower rate of duty than that 
provided by the act of 1897. This agreement has been in force continuously since 
1903, except that the aforesaid proviso in Article VIII was abrogated by Section IV-B 
of the United States tariff act of 1913, at which time it was abrogated on the theoiy 
that after May 1, 1916, sugars were to be admitted free into the United States, and is 
now threatened abrogation by section 319 of the Fordney tariff act without any 
compensating consideration being suggested in its stead. 

That the duty preferential on Cuban sugar will continue, even under the Fordney 
tariff act, seems clear, as section 319 is a verbatim reproduction of Section IV-B A 
the tariff act of 1913, in respect of which the Attorney General of the United States, 
in his opinion of February 20, 1914, said: 

"Clearly it was the intention of Congress as long as any tariff remained on sugar to 
continue the preferential to Cuban sugar. This was the spirit of the treaty and act 
of 1903, and the purpose of Section B-IV is to carry out that spirit.*' 

Granting that the Congress of the United States has the constitutional power, as t 
matter of internal legislation, to abrogate and repeal the aforesaid proviso of Article 
VIII of the treaty of commercial reciprocity, let us consider, however, whether such 
an attempted repeal and abrogation is not a violation of international law, arising out 
of a breach of the reciprocity treaty with Cuba, and, as stated above, a radical change 
in and reversal of the traditional policy of the United States toward Cuba. 

That it is an express and direct violation of the letter of the treaty needs no support- 
ing argument, as it by its very terms expressly abrogates and repeals same in the 
following phraseology: 

'* Except as to the proviso of Article VIII of said treaty, which proviso is hereby 
abrogated and repealed. ' ' (Extract of sec. 319. ) 

As to whether or not it violates and offends the "spirit'* in which the treaty was 
conceived and the object which it was intended to serve, and also as to whether it is 
a radical departure from the traditional policy of the United States toward Cuba, has 
been conclusively determined by the historical study hereinbefore made. 

As early as January, 1901, a commission of Cuban planters and merchants came to 
Washington and made representations to Congress respecting the improvement of 
Cuban commerce, which, however, were not given adequate consideration by Congress 
at that time, because Congress was concerned strictly with the political aspect oi the 
relations between the two countries. (57th Cong., 1st sess., H. Doc. No. 535, p. 408.) 
Cuban overtiu*es for a treaty of commercial reciprocity with the United States became 
more insistent during the summer of 1901, anci the provisional military government, 
which still controlled the island, supported the overtures of the Cubans. In fact, 
the provisional military government even financed a campaign in the United States 
to inform the countrv "o1 the desires of the people of Cuba as to * * * trade rela- 
tions." (57th Cong.' Ist sess., H. Doc. No. 679.) In December, 1901. another com- 
mission of prominent (^ubans petitioned the United States Senate for the enactmeni 
of a law which effected a reduction of 50 per cent from the (>iban tariff rates in return 
for a reduction of similar amount on the American tariff on Cuban sugar and molasses. 
Pre-iident Roo;^evelt and his administration cordially reciprocated the demands oi 
the Cubans in this respect. In his annual report for 1901, Mr. Root, then Secretary 
of War, expressed emphatic approval of the policy of extending tariff conceasions 
to Cuba. He declared that — 

"Aside from the moral obligation to which we committed ourselves when we drove 
Spain out of ('uba, and a«dde irom the ordinary considerations of commercial advantage 
involved in a reciprocity treaty, there are the weightiest reasons for an American 
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public policy rounding in the same direction, for the peace of Cuba is necespary to 
the peace of the United States; the indepencence of Cuba is necessity to the safety 
of the United States. The same' considerations which led to the War with Spain 
now require that a commercial agreement be made under which Cuba can live. The 
condition of the sugar and tobacco industries in Cuba is already such that the earliest 
possible action by Congress upon this subject is desirable.** (57th Cong., Ist sess., 
H. Rept. No. 1276, p. 1.) 

President Roosevelt in his message to the Fifty-seventh Congress (57th Cong., S. 
Doc. No. 405, p. 1) said that the United States was ** bound by every consideration 
of honor and expediency to pass commercial measures in the interest of her (Cuba's) 
well-being." 

The United States Tariff Commission, according to its report made in December, 
1918, pointed out that even at so early a date as 1901 the domestic beet-sugar and cane- 
sugar producers exerted what influence they could to prevent the granting of con- 
cessions upon Cuban products. Their efforts then failed because the United States 
Government regarded it as a superior duty and neceedtv to insure the economic 
stability of a free and prosperous Cuba. This issue was tnen met and decided, and 
its de novo con adoration at this time, under unchanged conditions, seems inoppor- 
tune. 

In January, 1902, the question was again agitated, and it is signiflcant to note that 
the Cuban side was presented in a communication from Military Governor Wood to 
Chairman Payne, of the Ways and Means Committee, in which it was pointed out 
that the planters had exhausted their resources and that a crisis was imminent. In 
the judgment of Gen. Wood, one of the foremost obstacles to the recovery of Cuban 
agriculture was the uphill competition with the bounty-fed sugar of Europe and 
the highly protected product of the United States. "Relief," he declared, "must 
be granted and granted quickly, or a condition will arise which will render the 
establishment and maintenance of a stable government highly improbable." (57th 
Cong., 1st sess., H. Doc. No. 535, pp. 648-649; also 57th Cong., 1st sess.. Congres- 
sional Record, 35, 1902. p. 4629.) 

While the bill was before Congress, the government of the island, on May 20, 1902, 
had been turned over to the Cuban people. Subsequently, on June 12 of the same 
year. President Palma cabled to Presiaent Roosevelt an earnest petition for legis- 
lative relief, before it was "too late and the country was financially ruined." (57th 
Cong., Ist sess., S. Doc. No. 405, pp. 1-3.) President Roosevelt immediately sent 
a special message to Congress, in which he again drew attention to the exceptional 
circumstances oi the case: 

"We expect Cuba to treat us on an exceptional footing politically and we should 
put her in the same position economically. * * ♦ I ask that the Cubans be 

given all possible chances to use to the best aavantage the freedom of which Americans 
ave sucn a right to be proud and for which so many American lives have been 
sacrificed." 

President Roosevelt, failing in obtaining the requested legislation, sought to attain 
the same ends by the negotiation of a treaty, which was ratified by the Senate of the 
United States on M{u*ch 19. 

President Roosevelt before the Fifty-eighth Congress declared in his message that 
the legislation requested was " demanded not only by our interest but by our honor," 
and he pointed out that the conditions under which the withdrawal of the American 
authorities from Cuba was agreed upon had brought Cuba into close political relations 
with the United States and it necessarily followed that Cuba must also, to a certain 
degree y become included within the lines of American economic policy. 

The foregoing seems to conclusively establish that the "spirit"' of the United 
States Grovemment in which the treaty of commercial reciprocity was conceived and 
the objective sought to be obtained was one of preferring Cuba to all other nations of 
the world in commercial relations, because the stability of the Cuban Government is 
conditioned upon her economic prosperity and because the United States, by virtue 
of the existing political relationship, can not avoid its obligations to facilitate pecu- 
liarly the economic prosperity of Cuba. This, President Rwsevelt has so aptly said, 
is a matter of national honor for the United States. This has been the unbroken 
poUcy of previous administrations of the United States Government, but it may be 
characterized particularly as the political testament of President Roosevelt respecting 
Cuba, the execution of which he nas bequeathed to his successors. 

In the debates before Congress the issue was always clearly defined, the opposition 
contending for the resultant damage to American interests and the supporters predi- 
cating their case on the moral duty of the United States toward Cuba, the political 
importance to the United States that the Cuban Government be sufficient to main- 
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tain law and order in the island, and the commercial advantages to the United States 
in the development of her foreign trade (U. S. Tariff Commission Report, Dec. 4, 
1918, p. 320), ''American interests'' against "moral duty," and the politioal neces- 
sity of the stability of the Cuban Government. This is likewise the issue of to-day. 
Is It not of controlling im]>ortance that the United States Government has unequivo- 
cally and in most emphatic and unambiguous terms committed itself to this policy 
dictated by ''moral duty'' and required by political necessity? Has not the United 
States irrevocably committed itself to a decision of this issue and has not Cuba the 
right to rely upon the good faith of the United States? Even from the point of view of 
"American interests*' the United States Tariff Commission says in its report of Decem- 
ber 4, 1918, that "the imports into the United States from Cuba have reflected the 
influence of reciprocity in a less significant degree than have the exports from the 
United States to Cuba." 

Though it might seem that the tariff act of 1913 was an attempt to modulate this 
spirit and policy, nevertheless it was interpreted otherwise by the Attorney General 
oi the United States, who, in his opinion of February 20, 1914, said: "This was the 
spirit of the treaty and act of 1903, and the purpose of Section B-IV (tariff act of 1913) 
is to carry out that spirit. " It is significant to note that the tariff act of 1913 only 
abrogatea said proviso of Article VI 11 because sugar was to be admitted free into the 
United States after May 1, 1916 (38 Stat., 131; see also Atty. Gen. Op., Feb., 1914, 
infra), and under such circumstances the Attorney General was of course rig^t in 
saying that "The purpose ♦ ♦ ♦ is to carry out that spirit" as Cuba was ulti- 
mately to receive an even greater preferential by virtue of duty free suear and the 
benefits of the proviso would automatically then become unnecessary. Now, when 
it Ib no longer a question of free entry of sugar into the United States, which then 
served as the excuse or consideration for the abrogation of the proviso of the treaty, 
the question has a different aspect, as the present section would seem to expressly 
eliminate and destroy Cuba's preferential without offering anything to compensate 
therefor or to mitigate the effects thereof. 

For these reasons it ia submitted that section 319 of the Fordney tariff act, as pres- 
ently drafted, is an absolute change of the "spirit" of the cemmercial relations be- 
tween the United States and Cuba and is a complete departure in the traditional 
policy of ,the United States toward Cuba. This is the first effort of a Congress of the 
United States in this direction, and it ia inconceivable that the United States Govern- 
ment wovdd chan^ so radically and abruptly its policy of commercial reciprocity 
toward Cuba at this most critical moment in the economic and political life of that 
Republic. 

The right of Cuba to commercial reciprocity with the United States is not singly 
predicate upon the treaty of commercial reciprocity, but would seem from the above 
quotations to be also founded upon immutable principles of onoral duty and sacred 
honor. If the United States abrogates or repeals the treaty, which as a matter of 
internal legislation it might have the power to ao^ upon what new and different circum- 
stances could this change in policy of commercial reciprocity to Cuba be predicated 
and justified when the reasons which occasioned its adoption exist to-day to a greater 
extent than ever before in the history of the Republic of Cuba? 

All of the reasons advanced for the edtablishment of the treaty of reciprocity with 
Cuba may be urged with renewed vigor under the present critical conditions. In 
fact, they may be accentuated by the new and additional responsibility which the 
United States has to Cuba because of her request to Cuba to produce her maximum 
sugar production to assist and facilitate the United States Government and her allies 
in the World War, the efforts of Cuba in response to this request being to a great extent 
responsible for the present industrial and economic depression of that country. 

It is true that a treaty is a bilateral agreement and can not be abrogated or repealed 
without the action of both parties, but there seems to be nothing to prevent the Govern- 
ment of the United States throuc^h congressional enactment, constitutionally and 
legally adopted, from violating the treaty of commercial reciprocity with Cuba. 
From the point of view of international law the effect of the adoption of section 319 of 
the Fordney Tariff Act would be a violation and breach of said treaty. 

In conclusion the United States has irrevocably bound itself to foster to the ^eatest 

Sossible extent the commercial interests of Cuba and can not enact tariff legislation 
etrimental to Cuban interests without it being a serious breach of internatioiial law. - 
a reversal of its traditional policy toward Cuba, and a breach of a clear and undoubtea 
duty toward Cuba. 
Ilespectfully submitted. 

R. £• Destesminb. 
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STATEHEirr OF TRBBSRIO L. ORAYCBAFT, BBPRESBlTTINa THE 
AKEBICAN 8TEBL CO. OF 0T7BA. 

Senator McCJumber. Mr. Craycraft, I notice that you represent 
the Pressed Steel Co. of Cuba. Has that anything to do with the 
sugar schedule? " 

Mr. Craycraft. I do not represent the Pressed Steel Car Co. but 
the American Steel Co. of Cuba, which has large interests which de- 
pend upon the welfare of the sugar producers of Cuba. 

Senator McCumber. Your remarks will be directed to the sugar 
question, will they? 

Mr. Craycraft. Yes, sir. I do not come before you to discuss 
technically the relative cost of production of sugar in the different 
countries. What I do wish to set forth is brought out in detail in 
tabulated statistics showing how the excessive duty on sugar, as 
provided in the Fordney bill, wUl react on the American farmer, the 
stock raiser, the dairyman, and the manufactiu*er. 

In discussing the terms of the trade in millions of dollars, it does 
not go home to the ordinary individual. He does not see how it 
aflFects him imless you talk to him in terms of eggs, bacon, shoes, or 
whatever may be nis particular industry. 

Senator McCumber. The committee desires you to go on in your 
own way, because you have formulated in your own mmd what you 
desire to present. The' committee, however, can not emphasize too 
strongly tne necessity for avoiding repetition of the same arguments 
on the same subject, and you will get a great deal more consideration 
if what you have to say is somethmg new — ^new phases of the ques- 
tion and not duplicate testimony. 

Mr. Craycraft. This is presented from a different viewpoint. 
People, I say, do not realize that Cuba is the largest purchaser of 
hogs, lard compounds, canned sausage, rice, potatoes, beans, onions, 
brass pipe and fittings, railway passenger cars, cement, calcium 
carbide, medicinal and pharmaceutical preparations, shoes, harness 
and saddles, and so on. Of the latter, more than 50 per cent of the 
total of our exports go to Cuba. She is also the largest purchaser of 
ready-mixed paints, fertilizer, twine, furniture of met^, glassware, 
roofing felt, engine and boiler parts, woven wire fencing, paper bags, 
cotton blankers and comforts, cotton cloths, etc. The total of these 
articles alone in 1920 amounted to over $140,000,000 of exports of 
American products to Cuba alone. 

Cuba ranks second in the purchase of cattle, horses, mules, pickled 

Sork, sausage other than canned, poultry, cheese, sweetened con- 
ensed milk, cocoa and prepared cnocolate, corn, manufactures of 
asbestos, conmiercial automobiles and parts, railway freight cars, 
lubricating ereases, automobile tires, electrical machinery, office 
furniture, rauway car wheels and axles, locomotives, boiler tubes, 
pumps, builder's hardware, galvanized sheets, and so on. The total 
of these exports last year amounted to over $60,000,000. 

Cuba ranks third in the purchase of hams and shoulders, miscel- 
laneous canned meat products, hay, athletic and sporting goods, 
sulphuric acid, bicarbonate of soda, anthracite coal^ood and manu- 
factures of wood, flour, structural iron and steel. The total of these 
items during the year 1920 amounted to over $53,000,000. . 
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I have mentioned only a few of the principal commodities. There 
are many others which, for the sake oi brevity, I have omitted. 

Senator McCumber. What were the total importations from the 
United States to Cuba of all character of merchandise ? . 

Senator Watson. We sold $515,000,000 in .1920 and bought 
$720,000,000 from them. 

Mr. Craycraft. That is correct. The difference in the balance of 
trade, in roimd numbers, does not signify the importance of a coun- 
try's purchasing power. 

Senator McCumber. Will you give us her population ? Of course 
it would have a close relation to exports and imports. 

Mr. Craycraft. Yes; Cuba has approximately two and a half 
millions of people. She has, I believe, per capita, the largest export 
and import trade of any country in the world. I am not sure, but I 
think that is correct. 

Senator McCumber. Certainly she has an exceedingly large 
volume of trade for such a small country. 

Mr. Craycraft. That is very true. That is a point that should 
be carried home to the American producers. 

So far the discussion has been as to how it is going to hurt Cuba 
and American investments in Cuba. This shows anotner side of the 
question. It will show how it is going to hurt the American farmer 
and, as I understand it, one of the principal ^objects of the increased 
duty is to protect agricultural products. 

Another point to which I wish to call attention is that heretofore, 
during prewar times, the American sugar industry prospered, the 
same as the Cuban industry, and the emergency tarin, when it was 
put in force a few months ago, was, from the viewpoint at that time, 
the best possible expedient, but world conditions were and still are 
in an unsettled condition. Values have not arrived at a proper 
basis; consequently, it is not an opportune time to arbitrarily estab- 
lish a basis of duty on the differences existing to-day between the 
cost of sugar production in Cuba and in the United otates, because 
neither side to-day can tell exactly what it is going to cost when 
things get back to normal^ which they undoubtedly will within a 
short time. 

In view of this I would like respectfully to suggest that the same 
rates which ^vpplied at the time tne emergency tariff bill went into 
effect be contmued. Both the United States and Cuba have built 
up a prosperous trade relationship under a rate of duty which has 
apparently been satisfactory to both sides. 

During 1920 the truck gardening and farm products alone that 
Cuba bought from the United States amounted to J85,000,000. Of 
live stock she bought $6,600,000. She is the second best purchaser 
of the United States. She bought of dairy products alone, $15,000,000. 
She bought of meat products over $60,000,000. She bought of cot- 
ton and manufactures of cotton over $93,000,000. The last item, 
cotton cloths and its manufactures, is something which Cuba has 
never attempted to produce. 

Senator McCumber. You have given some of the figures. All that 
you have given were for 1920 ? 

Mr. Craycraft. 1920; yes, sir. 

Senator McCumber. Is that the calendar or the fiscal year ? 
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Mr. Craycraft. The calendar year. They are taken from statis- 
tics published by the American and Foreign Commerce and Naviga- 
tion jBureau. 

Senator McCumber. They have fallen off considerably since 1921 
both as to exports and to imports. 

Mr. Craycraft. They possibly have, as values of all commodities 
have decreased. 

Senator Smoot. And quantities too. 

Mr. Craycraft. The items of farm products, live stock, dairy 
products, and meat products, which total nearly $170,000,000, Cuba 
can produce within her own borders if her sugar industry is seriously 
crippled. 

On the item of cotton and manufactiu-es of cotton, of which she 
buys $93,000,000, Cuba allows a preferential duty of 30 per cent 
instead of the average 20 per cent allowed on American sugar. 

For the purpose of showing the specially protected market that 
Cuba offers for American products, I have segregated here the volume 
of inii>ortations of last year as showing the rate of preferential 
allowed by Cuba. Cuba allows to come m under the free list only 
$15,000,000 worth of American products, principally coal. She pur- 
chases under the 20 per cent differential $163,000,000; imder the 
25 per cent differential, $9,573,000; under the 25 to 30 per cent 
differential, she purchases over $78,000,000; on the 30 per cent 
differential she purchases $109,000,000; from the 30 to 40 per cent 
differential, she purchases over $22,000,000;* at the 40 per cent 
differential she purchases over $10,000,000. 

Should a country that shows results like this have her chief industry 
practically killed m order to afford temporary relief to a domestic 
product which supplies, I think, only about one-half of the total 
consumption of tne United States? These are points which are 
bound to come home to the American producer. Cuba may be 
ruined. She may yet drift on our shores as a political and economic 
wreck on accoimt of the excessive rates of duty appUed on her sugar, 
but that is not going to help the American producer. 

Gentlemen, i shdl take up no more of your valuable time in 
discussing this question. The detailed tables in connection with 
this are 3l extracted and compiled from the pubhcation of statistics 
issued by the Bureau of Foreign and Domestic Commerce. 
Senator Smoot. Do you want that printed in the record ? 
Mr. Craycraft. I have a brief that I would like to submit 
Senator McCumber. The entire brief will be printed in addition to 
your remarks. 

Mr. Craycraft. The statements made are not speculative opin- 
ions; they are actual facts which the American voter must analyze 
for himself, and by putting it not in dollars but in actual commodities 
he is in position to see how it affects his own particular interests. 

Consequently, is it wise policy to increase the duty permanently 
six-tentli of a cent on the consumption of the United States of 
approximately 4,600,000 tons which would mean a tribute to be paid 
by the American consumer of $55,000,000 a year for the benefit of an 
industry of which, I beUeve, the acreage is less than one-half of 1 
per cent of the general farm acreage in cultivation ? 
I thank you very much, gentlemen, for your attention. 
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B&IBF OF FBXDBBIO L. ORAYO&AFT. REPKESSETTOrG THE AMERIOAN BTBBL 00. 

OF OUBA, 

My preaence before your committee is in representation of American industries 
which deal not only with the sugar industry but also with other industries which 
have been established and have prospered under the purchasing power of Cuba 
because of its sugar production. I respectfully ask on behalf of the company I repre- 
sent and other American owned industries in Cuba, for the welfare of these industries, 
for the continuance of a profitable and desirable market for the American farmers, 
dairymen, atockraisers,*and manufacturers, for the saving which will go to the Ameri- 
can people by not increasing the cost to them of a prime necessity of life, for reasons 
of equity and fair dealing which Cuba is entitled to receive for her principal product 
in return for the protected market she offers to American industries, that your com- 
mittee fix a rate on full duty sugar of 96° polarization of 1.256 c^nts per pound; and 
a rate on Cuban sugar of the same polarization not exceeding 1.0048 cents per pound; 
or, if a higher rate for full-duty sugar is established, that a corre^sponding differential 
be granted to Cuban sugar so that the duty on Cuban sugar wiU not exceed 1.0048 
cents per pound. 

At tte rate of 1.0048 cents a pound which was in effect for a period of eight years, 
the American sugar industry was able to develop along sound economic lines, proving 
that it had ample tariff protection at that rate and enabled Cuba to prosper and 
American industries to receive the full benefit of this prosperity as proved by the 
facts and figures given below. In determining the tariff to be placed on Cuban sugar 
it is important to consider in the first place the effect that such a tariff would have 
on American industries other than those allied to the sugar industries. In the sec- 
ond place, to arrive at an intelligent conclusion, it is necessary to consider the im- 
portance and value of the Cuban market for American products and the extent to 
which this valuable market will be closed or restricted through a reduction of the 
purchasing power of Cuba, because every increase in the tariff on Cuban sugar lessens 
the income of the Cuban producers. During 1919 and 1920 Cuba purchased from 
the United States as follows:. Over $85,000,000 of truck gardening ana farm products, 
over $6,600,000 of live stock, over $15,000,000 of dairy products, over $60,000,000 of 
meat products, over $63,000,000 of cotton cloths, and over $30,000,000 of manufac- 
tures of cotton. 

From 1916 to 1920, inclusive, Cuba purchased from the American manufacturers of 
building materials, machinery, bridges, railway equipment (excepting rolling stock), 
and agricultural machinery for use in the sugar industry in Cuba over $67,000,000. 
Between the period of 1911 and 1915, inclusive, Cuba purchased $19,000,000 of the 
same products. On these products Cuba only collected an 8 per cent ad valorem 
rate of duty. The marked difference in value between the first five-year period and 
the second five-year period in a great measure is attributable to the fact that in the 
erection of new mills American machineries and parts replaced the German, Belgian, 
and other European productions. To show how closely allied the Cuban sugar in- 
dustry is with American industries, it is interesting to note that Cuban purchases 
of commodities used directly in the sugar industry including bags from the United 
States in 1919 amounted to over $19,000,000 while similar purchases from all other 
countries were only $4,500,000. In 1920 the purchases from the United States of 
these same commodities amounted to $25,500,000, while from all other countries a 
little over $9,000,000. Considering the item of sugar bags alone, Cuba purchased in 
1919 $8,892,722, of which $4,588,626 was purchased from United States. During 1920 
the total purchases of bags amounted to $11,398,058, of which $2,699,999 was pur- 
chased from the United States. (See Cuban Government Sugar Industry Statistics 
for 1920, p. 98.) 

Attached hereto is a statement showing principal commodities exported from the 
United States to Cuba: Cuba's rank as a purchaser of these American products, the 
respective protective differential reduction of duty granted by Cuba and the total 
exports of these same commodities from the United States to all countries. Of the 
total of the United States exports to Cuba during 1919 and 1920, amounting to $278,- 
391,222 and $515,208,731, these commodities comprise a value of $214,956,121 and 
$409,380,326, respectively. This statement shows that Cuba's purchasing power and 
the benefits derived therefrom are not restricted to any narrow field of American 
industries, as for example, Cuba for 1920 ranks first in the purchase of hogs, lard 
compounds, canned sausage, rice, potatoes, beans, onions, brass pipe and fittings, 
railway passenger cars, cement, calcium carbide, medicinal and pharmaceutical 
preparations, shoes, harness, and saddles (more than 50 per cent of the total), ready- 
mixed paints, fertilizer, twine, furniture of metal, glassware, roofing felt, engine and 
boiler parts, woven wire fencing, paper bags, cotton blankets and comforts, cotton 
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clothfl, totaling approximately $139,596,022. Banks second in the purchase of cattle, 
horses, mules, pickled pork, sausage other than canned, poultry, cheese, sweetened 
condensed milk, cocoa and prepared chocolate, corn, manufactures of asbestos, com- 
niercial automobiles and parts, railway freight cars, lubricating greases, automobile 
tires, electrical machinery, office furniture, railway car wheels and axles, locomotives, 
boiler tubes, pumps, builders* hardware, galvanized sheets, totaling $60,455,431. 
Hanks third in the purchase of hams ana shoulders, miscellaneous canned meat 
products, hay, athletic and sporting goods, sulphuric acid, bicarbonate of soda, anthra- 
cite coal, wDod and manufactures of wood, flour, structural iron and steel, totaling 
$53,769,792. 

For the year 1919 Cuba waw in most instances only one rank lower than 1920. With 
reference to other commodities in which rank is lower than third the volume of such 
commodities nevertheless remains around important figures, to wit: 

Lard $15,907,000 

Bitumi nous coal 13, 000, 000 

Passenger automobiles and parts 9, 385, 000 

In comparing the trade balances between the two countries, aji;gr^te amounts are 
apt to be misleading, because in the figures of imports into the Umted States from Cuba 
are included the sugar imported for refining for export, and this item in 1919 amounted 
tL> nearly 600,000 tons of a value approximately $72,000,000, which should be deducted 
when making comparisons. (See Tariff Information Surveys, par. 177, act 1913, p. 
37. ) Does your committee desire to close or restrict this important market for American 
industries, because it is an economic truth that any country must sell in order to buy 
and the ability of Cuba to continue to purchase from the United States depends on 
Cuba's ability to continue to sell its principal product to the United States in a volume 
controlled only by economic conditions? Any tariff legislation which discourages or 
reduces the production of sugar will affect immediately the purchasing power of Cuba 
and compel ner to devise means to secure, as far as possible, a supply from within her 
borders, of those commodities which she is able to produce and for^o the purchase 
of those she can not supply. 

Our President's message to Congress at the present session states: 

**We recognize the necessity of buying wherever we sell, and the permanency of 
trade lies in its acceptable exchanges. In our punsuits of markets we must give as 
well as receive. We can not sell to others who do not produce, nor can we buy unless 
we produce at home." 

Before destroying the established basis of mutually beneficial exchange of products 
between the two countries, it will be well to consider the specific agricultural and indus- 
trial commodities of the United States, which the proposed tariff law will seriously 
affect, and which are not set forth in condensed statistical tables of trade balances. 
These commodities have been divided into four general groups. 

Firet. Specific agricultural products which Cuba purchases from the United States, 
and which she can produce within her own borders, approximately $62,000,000. 
(United States Foreign Commerce and Navigation. 1920.) 

Second. Specific agricultural products which Cuba does not produce in quantity 
but which she purchases in the United States on account of close trade relations, and 
in some cases on account of greater differential than the 20 per cent allowed by Cuba 
on products of the United States, approximately $24,000,000. (United States Foreign 
Ck>mmerce and Navigation,. 1920.) 

Third. Industrial products purchased from the United States for the sug[ar industry, 
approximately $25,000,000. (Cuban Government Sugar Industry Statistics, 1920.) 

Fourth. (General American agricultural, mineral, and industrial product** which 
Cuba will not be in a position to buy as heretofore, if her economic status is seriously 
crippled by discriminating tariff rates on sugar, approximately $300,000,000. 

In the discussion of any proposed tariff burden to be placed on the principal prod- 
ucts of any country, equity demands, among other things, that consideration be given 
to the treatment whicn such country gives to products of the legislating country. 
Under this equitable principle Cuba is entitled to the most preferential consideration , 
because while the specific duty levied by the United States on Cuban sujrar durirg 
the nine-year period fix)m 1911 to 1919 was equivalent, when converted to ad valorem 
rate, to 35.5 per cent. (See Tariff Information Survey, par. 177, act 1913, p. 37.) 
Cuba during tne same period only collected but ap average of 13 per cent ad valorem 
duty on American products and protected them from foreign competition with differ- 
entials in duty ranging from 20 to 40 per cent. Furthermore, during the past 18 yea,rs, 
Cuba has levied a duty of only 8 per cent ad valorem on all building material, machin- 
ery, bridges, railway equipment, except rolling stock, and agricultural machinery 
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used in the production of su^r. Cuba's importations from the United States, group- 
ing the commodities shown m the annexed statement under the several differential 
preferentials, are as follows: 

Free list $14,971,139 

20 per cent 163,116.079 

25 per cent 9, 573,Oi4 

25 per cent-30 per cent 78, 622, 700 

30 per cent 109,878,642 

30 per cent-40 per cent 22, 838, 493 

40 per cent 10,380,229 

From which it will be seen that more than $231,297,108 of commodities enjoyed 
protective differential ranging from 25 per cent to 40 per cent. 

Cuba, unlike other countries, can not exercise the right of free selection of the 
markets or sources from which she can draw her requirements. She must either 

Purchase them from the United States or else produce them within her borders, 
uba has been considered geo^phically, commercially, and economically a part 
of the United States. In the discussion of tariff le^:ifilation which affects ner eco- 
nomic and commercial existence this close relationship should entitle her to receive 
the most favorable consideration. 

The proposed tariff on sugar can not be justified, because it would increase the cost 
to the American people of a prime necessity of life in order to protect an American 
industry which professes its inability to exist unless artificially fostered and pro- 
tected beyond sound economic principles. 

Furthermore the proposed tariff on sugar is not essential to the protection of the 
industry in America as shown by the following extract from Tariff Information Survey, 
parwaph 177, act 1913, page 32: 

'* In all of the regions m which domestic sugar is produced, except perhaps Louis- 
iana, a considerable proportion is. produced at a cost as low as, or lower than, that 
of the marginal Cuban cost. Such producers would be able to continue to compete 
with Cuba if there were no drity, though their profits would be less. 

*' With every increase in duty a newer and higher margin is established for domestic 
producers, a greater proportion of the consumption will be domestically produced, 
and a less proportion imported from Cuba. The new domestic marginal producer 
simply * breaks even,' the former marginal producer now makes a profit, and those 
who formerly produced at a cost lower than that of the marginal producer make a 
greater profit. The effect upon the revenues will depend ui>on whether the falling 
off in Cuban importations is or is not sufficient to ofteet the increased receipts from 
each unit imported." 

To place the proposed tariff on Cuban sugar will mean a loss to Cuba which will 
immediately be reflected in her pruchaedng power from the United States, compel 
her to develop within her own boundaries means to secure her requirements, thus 
greatly restricting the protected market American industries now enjoy; will increase 
the cost to the American ^ople of a prime necessity of life, and can not be justified 
from an economic standpoint, because it would exact on the present value, approxi- 
mately, a 64 per cent ad valorem duty on Cuban sugar when Cuba in return burdens 
American products with only an average ad valorem duty of 13 per cent and protects 
them from foreign competition with preferential differentials ranging from 20 per 
cent to 40 per cent. 
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PHniPPUfE SUOAB. 

[Paragraph 601.] 

STATEMENT OF HON. ISATJBO OABAIJ>ON, RESIDENT COMMIS- 
SIONEB FROM THE PHILIPPINES. 

Mr. Gabaldon. Mr. Chairman, I am in receipt of the following 
cablegram, through the Bureau of Insular Affairs, from Gov. Gen. 
Leonard Wood, of the Philippine Islands, under date of December 12: 

The Philippine Chamber of Commerce and the Chamber of Agriculture jointly 
request that the ijreeent emergency tariff rate on sugar be made permanent in order to 
protect the sugar industry of the Philippine Islands. If Cuban sugar interests succeed 
m lowering present rate, Philippine sugar would be totally driven from the American 
markets. Competition is made impossible by difference in freight rates against the 
Philippines and other items highly favoring Cuban sugar. 

Ramirez, 
Pribto, 

Presidents. 

In presenting this telegram, Mr. Chairman, I wish to state that I 
am fully aware of the pecmiar status of the Philippines in such matters. 

While we are under the American sovereignty, we nevertheless 
have our own tariff laws, and in some respects our situation is analo- 
gous to that of Cuba. 

Like the Cubans we responded to the world appeal for increased 
sugar production when the World War cut off the European somrce 
of supply, and as a result there are supplies on hand and in sight that 
can not be absorbed through the usual channels. 

As we enjoy the American market on terms of eauality with 
domestic producers, oiu* people are naturally concemea over legis- 
lation that will threaten our likelihood of disposing of the sugar which 
we have produced under heavy and abnormal expense, ahe cost 
of laying our sugar down in the United States is greater than the 
Cubans must pay, and we are imder the further disadvantage that all 
dutv-free sugars must bear because of the drawback regulations. 

For these reasons, Mr. Chairman, and with no unfriendly feelings 
for the Cuban interests but solely in the interest of self-preservation, 
-we respectfully urge that the present status be maintained. 

POBTO BICAK SUOAB. 

[Paragraph 501.] 

STATEICENT OF PAUL J. CHBISTIAN, WASHINGTON, D. C, BEPBE- 
SBNTINa THE POBTO BICAN SUOAB PBODUCEBS. 

Mr. Christian. Mr. Chairman, the Resident Commissioner from 
Porto Rico, Hon. Felix Cordova-Davila, who is present, has asked 
me to present a statement for the Porto Rican Sugar Producers' 
Association, which I represent in Washington, and to request that 
Mr. Frank A. Dillingham, of 62 Cedar Street, New York, president 
of the South Porto Rico Sugar Co., be heard briefly regarding the 
cost ofproducing sugar in the better class of centrals on the island. 

Mr. T. Subirana, who arrived in Washington this morning from Porto 
Rico, brought the latest revised figures regarding the crop from Mr. 
J. Ruiz-Soler, secretary of the Porto Rican Sugar Producers' Asso- 
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ciation, and a statistician of recognized standing. He states that 
the last crop, 1920-21, amounted to 491,000 tons (2,000 pounds), 
and his estimate for the current crop, 1921-22, is 446,000 tons, or 
45,000 tons less than the last crop. 
(The statement is as follows :) 

On behalf of the Porto Rican Sugar Producers' Association we desire to submit the 
following facts with respect to the sugar industry of that island: 

The crop for the current campaign of 1920-21 is estimated at practically 10 pjer 
cent leas than that of 1919-20, which was placed by the United States Tariff Commis- 
sion at 485,900 tons. That was slightly more than one-third of all the cane sugar pro- 
duced in the United States and insular possessions; and was 22 per cent of the combiiied 
domestic-cane and beet-sugar crop, estimated at 2,147,818 tons. 

Not only is Porto Rico, therefore, one of the important sources of our domestic 
supply of sugar, but the population of the island is entirely dependent upon agri- 
culture, and sugar represents approximately 80 per cent of the value of the annual 
output of the soil. 

Most of the crop is ^rown by small farmers and sold to the mills under the same 
system that prevails m the United States. In this respect conditions have not 
changed materially since the Department of Commerce in 1917 published the results 
of an investigation, which showed that 63 per cent of the crop was grown by *' colonoe,*' 
or farmers, and 37 per cent by the corporations that operate the mills. 

Since the American occupation the crop has nown from 54,000 tons to 485,000 
tons, and this development nas been paralleled by an equally wonderful improve- 
ment in the condition of the people wno produce it. When the Americans went to 
Porto Rico there were practically no scnools. The great bulk of the popuUtioo 
lived in the direst poverty, suffering from lack of nutrition and the ordinary neces- 
sities of life, and an official health survey showed that more than 90 per cent of the 
population was afflicted with pellagra or kindred diseases, due to the wretched con- 
diuon of living. The daily wa^ on the plantations ranj^ from 21 to 30 cents. 

To-day the sanitary situation is well in hand. A splendid system of public educt- 
tion prevails that will compare with any in the United States, and in many reepects 
the same may be said regarding the improved standard of living. The report of the 
governor for 1920 shows that some of tne field labor had received as hign as $2.75 
for that year's crop, and practically none of the field hands were paid lees than $1.50 
a day. 

Not only has the price of labor increased, but practically every operation that enteit 
into the production of the crop has shown an increased cost. The nature of the 
Porto Rican soil makes drainage more difficult and necessary than on any of the 
other islands of the West Indies, and in addition to drainage a large part of ner cane 
acreage has to be irrigated. Some of her fields have been in continuous use for more 
than 400 years, the cultivation of sugar cane having started in 1515. and her depleted 
S3il calls for continuous and costly applications of commercial fertilizers. 

In some respects Porto Rico suffers from more onerous conditions than any brandi 
of the domestic sugar industry. In the matter of freight rates she is penalized ly 
coastwise shippitig laws, tecavse she is domestic territory, whereas all of her com- 
petitors in the West Indies, and especially Cul a, enjoy the cheaper rates that result 
from the unrestricted competition of foreign ships. It developed in the course of the 
hearines yesterday that the I eet factories of the Mountain States are compelled to pay 
a freight rate on that part of their product laid down in Chicago that is double the 
amount that the seal oard refiners pay on Cuban refined sugar shipped to Chicago from 
seaboard points. 

Porto Rico suffers from this unjust freight discrimination on her entire outpuk 
Although she is domestic territory and this matter is entirely under the control of the 
Shipping Board she is compelled to pay practically 100 per cent more on her product 
to seaboard refining points than is charged the competitive foreign Cuban sugars for an 
identical serWce. 

Throughout the period of governmental sugar control that prevailed during the 
war a parity was maintained on ocean freights I etueen all of the West Indian ports 
and seaboard refining points. As an illustration, the United States Shipping Isoard 
Emergency Fleet Corporation on December 16, 1918, issued its "official announce- 
ment covering rates and conditions governing shipments of su^r from the Weat Indies 
for the season 1918-19. ' ' The rates to New York or Philadelphia from northside Culan 
ports ranged from 38i to 43 cents, and from southside Cuban ports from 45} to 53J cents 
per hundred pounds. The rate from all Porto Rican ports was 40 cents. 
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Since the war there have been numerous readjustments of these sugar rates from all 
West India ports, but instead of a parity being maintained between Porto Rico and 
Cuba, the Cubans have secured a rate cheapei' by 50 per cent almost than that allowed 
Porto Rico. The rate from the domestic island to-day on full and broken cargoes is 27 
cents a hundred pounds, while from northside Cuban ports it is only 14i cents per 
hundred pounds. 

For more than two months we have been trying to equalize this condition in order 
that the new crop could be moved on equal terms with that of Cuba, but as yet our 
efforts for relief have been in vain. 

But this inequality in freight is by no means the principal discrimination made 
against Porto Pican sugar and in favor of CuVa. For years she has suffered from an 
intolerable condition which compelled her sugar to al scrb much of the 20 per cent 
concession allowed Cuban sugar, and the injustice of which could not 1 e stated in 
better language than was employed by the Culan speakers then- selves on yesterday, 
now that thev are remotely threatened. with the same treatment. 

In protesting against paragraph 502 of the pjending bill, by the terms of which all 
oianufacturers of either cane or beets grown in the continental United States may 
impwt for refining purpos?s.at a reduction of 25 per cent of the duty, 2 pounds of 
foreign sugar for each pound of .output of the domestic article, all of the Cuban spokes- 
men contended that this would tend to lessen the value of their product by making 
it less attractive for the refiners. Mr. Rubens, in a vehenent protest for the Cubans, 
said: 

**The situation now is that the full duty pftid sugar is sold en the basis of Cul an 
sugar, and therefore the full duty paid sugar mi st arsorb the difference between the 
Cuban rates and the full rate. In other words, the re^ner buys the sugar at a lesser 
price and then adds the full duty, or 2 cents, to it, and that sum total is not more than 
the Cul an sugar with $1.60 added to it. But the refiner gets a drawl ack, and there- 
fore the refiner, under these circumstances, will buy only the full-duty sugar. He 
will not 1 uy the Cuban sugar because he will get 2 cents a pound drawback for what 
he pays li cents for. In the other case, he will get only $1.60 for which he paid $1.20. 
In other words, it is not human for you to expect the refiner to give Cul a the advan- 
tage of this 25 per cent, and therefore it is a violation of the spirit, if not the letter, 
of the reciprocity treaty b etween Cuba and the United States." 
In the formal I rief which they sul mitted the Cuban interests said: 
''The practical operation of this paragraph, if made law, will be to reduce the 
Cubans to absolute dependence upon the American refiners and manufacturers, and 
will destroy sugar production as a separate industry, making it industrially sub- 
oervient to refiners. 

" To hamper Cuba through the proposed discrimination in sugar would mean having 
a good neignbor in financial distress, unable to pay what is owed you, desperate and 
lacking the proper means to live and prosper. Ana if you consider that this neighbor 
is a small country whose population derives singular credit for rendering the largest 
per capita amount of wor k m the world : a friendly nation whose past history is so 
interlocked, politically, geographically, and economically, with your own country, 
you will understand why this Cuban mission has come to vou full of hope and with 
absolute confidence of getting the fair treatment we ask ana expect and which at this 
time is so essential to tne welfare and future development of our country." 

If the Cubans can make such a plea, based on the comity that should prevail among 
nations, how much stronger must be the plea of the Porto Ricans, who are our own 
people, not against such treatment in the nouse of their friends, but in their father's 
nouse. And yet Porto Rico has been suffering from this injustice since the winter 
of 1915, when the discrimination against her sugars and in favor of Cuba was estab- 
lished by the refining trade. 

This condition of affairs, which reduces the Porto Eicans **to al solute dependence 
on the American refiners," grows out of the existing statute and the Treasury regula- 
tions governing the payment of the drawl ack. Porto Bican sugars are sold at all sea- 
board refining points in the same manner and in open competition with sugars frcm 
Cuba. As the rorto Pican product is on an equal footing with all other domestic sugars 
it follows that it should have the full benefit of the duty. But the prac tical effec t of the 
drawback regulations has been to partly defeat the protective tariff, and instead of 
Porto Rican sugar of equal grade being sold at a parity, it is habitually sacrificed at 
from one-sixteenth to one-half of a cent a pound below Cuban sugar. As a case in 
point the New York Journal of Commerce of Wednesday, August 31, quoted the spot 
market as follows: Cuban 96° centrifugals, duty paid, 4.86; Porto Rico 96° centrifugals, 
delivered, 4.60, a difference of 36 cents a hundred pounds in favor of the foreign sugar 
of identical quality, and yet by the terms of the emergency tariff law now in force this 
Cuban sugar paid a duty of 1.6 cents a pound. It is estimated that as a result of this 
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discrimination the value of the Porto Rican crop is annually penalized more than 
$3,000,000. 

The injury which the Cubans anticipate should paragraph 502 be enacted into law 
differs only m degree from what Porto Kico has suffered for years, and inasmuch as the 
matter has been forcibly brought to the attention of the committee the Porto Rican 
industry respectfully submits the following observations on the general subject of 
the drawbacK on suear. 

The present regulations require the absolute identification of all material upon 
which a duty "has been paid and a refund or drawback asked after reexportation of 
the finished article. Obviousljr this is impossible when both foreign and domestic 
raw sugars are melted together in the same kettle. The proportionate parts of ei^ 
may be exactly computed but the identity of the individual grains at the end of tha 
refining process is lost, and because this identity can not be established the refinen, 
who are the only purchasers, claim that when they have export orders to fill Porto 
Rico sugar is handled at a loss. As has been explained, the refiners are the only pur- 
chasers, and because of the existing drawback r^:ulations they compel Porto Ruin 
sugar to absorb a large fraction of the difference between domestic and Cul an sugan, 
just as Mr. Rubens explained would happen as between Cuban and full-duty sugars 
if paragraph 502 was enacted into law. 

At the time the present law was placed upon the statute book the export trade in 
refined sugar was n^ligible, only 23,113 tons being sent abroad during the year 1913. 
But in the intervemng years, with the dislocation of the European refining industry 
as a result of the war, the export business hsis become very valuable. Last year it 
amounted to 412,494 tons, ana there is every indication that it will be an important 
factor in the refining trade for some years to come. 

The growth of the export trade lends color to the explanation of the refiners for their 
discrimination against Porto Rican sugar. They claim that if they have export 
orders or anticipate such orders thev must, in order to secure the full drawback provided 
by law, run their refineries from wliich such orders are to be filled wholly \ipon foreign 
dutiable sugar; that if at the same time they attempt to melt any proportion of do- 
mestic sugar, however small, the identity of the melting is thereby lost and they can 
not longer obtain full drawback: also that after melting any domestic sugar they must, 
in order to establish the right to secure the full drawback, shut down and clean out 
every vestige of the domestic sugar at a great loss of time and at hea\^ expense. As 
a result, refining companies owning but one plant do not want domestic sugars if they 
are working up export goods, while the larger companies operating several refineries 
set apart one of the plants to handle the domestic crop. 

The refiners illustrate the onerous working of the drawback regulations by this 
concrete example: 

'*If a refinery melts in one week 10,000 tons of Cuban sugar and 5,000 tons of Porto 
Rican sugar, the drawback applicable to the Cuban sugar is approximately $20 a ton, 
or $200,000. Under the present r^ulations this entire drawback can be recovered, 
but to do so it is necessary to export the entire 15,000 tons. In other words, it is 
necessary to export domestic sugar in order to obtain the drawback on dutiable sugar. 
Upon any less amount being exported, only two-thirds of $20 would be paid as diiw- 
back upon the number of tons exported." 

This explains the reason for Porto Rican sugar being sold at a discoimt. Until the 
export trade developed they maintained a parity with Cuban sugar, but in December. 
1915, the differential was eistablLshed against them, and it has been maintained ever 
since. In order to eciualize conditions the domestic producers have suggested the 
following amendment be added to the drawback section of the tariff law: 

^* Provided. Where either refined sugar or sirup is produced from an admixture of 
dutiable ana free or domestic raw sugars, drawback shall be paid on such expoited 
quantity as shall not exceed the proportion which has been ascertained, in accordance 
with the regulations of the Treasury Department, to have been produced from the 
dutiable raw sugars used." 

Reverting directly to paragraph 502, the Porto Rican industry wishes to go oo 
record as opposing it. Aside from the questionable legality of such a provision, it is 
so unfair to the aomestic producers living beyond the limits of continental United 
States that it is difficult to understand the poiicy that prompts it. It would further 
aggravate the present intolerable condition in which Porto Kican sugars find them- 
selves by broadening the market for foreign dutiable sugars at the expense of the 
domestic product, as the greatest profit would accrue in working up those dutiable 
sugars for export so as to receive 99 per cent of the duty as drawback. 

In the matter of cost of production it is always difficult to speak with accuracy, 
because of the wide range of conditions and efficiency that must oe considered. 
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The followine information which was received from Porto Rico yesterday is as com- 
prehensive with respect to the cost of the last crop as it is possible to obtain at this 
time. It reads: 

"Information given by 16 centrals in Porto Rico show that the cost of producing 
sugar for 1921 averaged 5.04 cents per pound, and estimated costs for 1922 are 3.89 
cents per pound. The general financial condition of the centrals is precarious, due 
to heavy losses sustained on the last crop and complete collapse in 1922 can only be 
avoided by maintaining an adequate duty." 

The comparative cost of the previous crops can be stated with more accuracy. 

The cost of production in the better class of Porto Rican factories during the period 
embracing the years 1913-14 and 1915 varied from 2} to 3^ cents a pound landed in New 
York, and at the same factories for the years 1916, 1919, and 1920 the average cost was 
6i cents, or practically double. During the same time a fair average for Cuba was 
2 cents for the years 1913-1915 and 4 cents for the years 1918-1920. 

In its last official announcement the United States Tari£f Commission, under date 
of 1921, has given the following comparison between Porto Rico and Cuba of all cost 
reduced to a raw basis: 



Prewar: 

Porto Rico 2. 828 

Cuba 1.700 



Difference 1. 128 



1918-19: 

Porto Rico 5. 802 

Cuba 4.104 



Difference 1.698 



Railroad freight rates on cane transported from field to factory have increased 44 per 
cent since 1915. Taxes have been practically doubled in the same pejiod, and from 
official budgets and estimates of insular expenses no relief is in sight. 

For these reasons we suggest that an effective tariff of 2 cents is necessary to equalize 
the high cost of production, the heavy increased ocean freight rate our sugar is com- 
pelled to absorb, and the differential which the refiners have established against Porto 
Kican sugar and in favor of Cuba by reason of the operation of the existing Treasury 
Regulations governing the drawback on sugar. 

STATEMENT OF FBANK A. DILUNGHAM, PRESIDENT SOUTH PORTO 
RICO SUGAR CO., NEW YORK, N. Y. 

Mr. Dillingham. I will speak very briefly. 

Mr. Chairman, the sugar industry in Porto Rico is the principal 
industry in the island, and the greater part of the wealth of the peo- 
ple is invested in that, either in the fields or in the factories. The 
production has increased since 1912 from 371,000 tons to 489,000 
tons this year, being the same this year that it was in 1916 and 1917. 
In other words, during the war period there has been no substantial 
increase. There have been slight increases here and there, but no 
large increase in any part of the island. 

The cost of making sugar has doubled in the last 10 years. Last 
year's figures, from 16 factories that produced about 50 per cent of 
the output of the island, varied in cents per pound from 4^ to 5J, 
an average of 5.03 cents per pound. 

Three other factories producing 100,000 tons averaged the same, 
but do not give definite figures for each factory. That gives a cost 
of 5 cents a pound for three-fourths of the island^s production last 

{rear, and that is undoubtedly correct; that is, the crop that ended 
ast July. 

For this coming year such factories as have been able to make 
estimates give figures running from 3.5 to 4.6 cents, an average, 
f . o. b. Porto Rico, of 3.89 cents per pound. 

Senator Smoot. That is 96 per cent raw sugar ? 
Mr. Dillingham. That is 96 per cent raw sugar. 
Senator McLean. Why does it cost twice as much to produce in 
Porto Rico as it docs in Cuba? 
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Mr. Dillingham. Porto Rico has no virgin land; it is land that 
has been in cultivation for a great many years and needs fertilizing 
and cultivation, as is done in a garden here. In other words, it is 
more like Hawaii than like Cuba. We have no land that will pro- 
duce crops year after year without replanting and cultivation. We 
have to plant every year ordinarily, and at least every two years on 
the average: some lands give a crop for three years, but very few; 
land has to oe irrigated on the south coast, fertilized, and cultivated 
by instruments or by hand, which is not done in Cuba and Santo 
Domingo to any large extent. 

This sugar that will cost 3.89 cents f. o. b., must be transported to 
New York at a cost perhaps the same as last year, a little over 20 
cents per 100 pounds and the expenses of bringing it to the coast and 
landing it in New York will make the total cost c. i. f. New York, 
between 4 and 4J cents. 

I do not think it is possible for £he island as a whole to do as well 
as that. I think that when our season is over we will iSnd we have 
been a little hopeful about reducing costs. So far they have been 
reduced materially, but there are some things that can not be further 
reduced. Xhe cost of cane has risen, and, on account of increases 
in the cost of labor and supplies, it is not going back as fast as it 
came up. I doubt if we ever get back to prewar costs. The net 
result is that we need, in order to sell in competition with Cuba, 
"delivered in New York'^ price of 2 cents is reasonable, as I believe 
it to be, another 2 cents effective duty, in order to break even in 
Porto Rico. 

(Mr. Dillingham submitted the following statements:) 

Cost of production of sugar in Porto Rico, season of 19S0-21 . 



Centrals. 


Cost 
per 100 
pounds. 


Centrals. 


Cost 
per 100 
pounds. 


Guanlea .. 


11.96 
4.fifil2 
4.6847 
3.75 
4..W 1 
5.078 
5.4838 
5.051 
4.7512 


Columbia 


Sa.80 


Cambalache. .. ., 


I>os Canos 


4.3106 


San Vicente 


Cen trel Def ensa 


6.67 


Plaruola 


Sta Isabel Sugar 


!k\7 


Juanita . 


An toiiio Roig 


5.86 


ConstftnciA. Pone© 


Juncos Central 


5.31 


Mcroedita. Ponce 


Central Victoria 


4.545 


Vftnninft 


Average 




Cftnnon . - • 


5.037 









Estimated cost of sugar in Porto Rico for the years 1921-1923. 



Centrals. 



Ouanica 

San Vicente 

Plazuoia 

Mercedita, Ponce 

CoIumlMa 

Los Canos 



Average, based on 1921 production, f 3.89. 




Central Defensa I $4.62 

Sta Isabel Sugar j 3.69 

J uncos Central 3. 52 

Agtiirre.r I 4.00 

Fajardo , 4.00 
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BEET STieAB. 

IFtoagiaph 501.] 

STATBMBNT OF FBAKCI8 KINO CABEY, BALTIMORE, MB., PBES- 
IDENT KATIOVAL ST7GAB MANUFAOTUBING CO., SUGAR CITT, 
COLO. 

Mr. Carey. Mr. Chairman and gentlemen of the committee, quite 
unexpectedly I have been asked to sing the first hymn at the opening 
of the beet-sugar services before your honorable conmiittee. I wifl 
only sing one verse of it, and will try to make that a brief one, because 
I will be followed by gentlemen who represent interests vastly larger 
than my own, and who can speak witn lai^er expert expenence of 
the agricultural and manufacturing subjects about which you wiU 
be glad to be advised: 

1 am the president and controlling owner of the National Sugar 
Manufacturing Co., which operates a small but entirely independent 
beet-sugar plant at Sugar City, in Crowlev County, Colo., with a 
rated sbcing capacity of 600 tons of beets a aay. If the great Repub- 
lican Secretary of Agriculture, the late James Wilson, were still 
alive I might almost he tempted to hold him resDonsible for some of 
my losses m the beet-sugar business, because the ougar Cityplant was 
really a child of the spbndid propaganda for which Mr. Wilson was 
largdy responsible, in the interest of the development of the arid 
lands of the Mountain States which could be brought into cultivation 
by irrigation. I think it was largelv due to the Department of A^- 
culture that alfalfa was made one of the valuable crops of this region; 
but artificial irrigation makes land expensive, and Mr. Wilson sought 
for an intensive crop which covld be made highly profitable and 
which would add to the productivity of the soil for grain and other 
crops, and his clear mind, backed by his indomitable energy and 
entnusiasm, led many people, includmg those who estabhshed the 
plant at Sugar City, to invest enormous sums of money in establishing 
the beet-sugar industry in the United States. Speaking seriously, 
I think it is fair to say that the beet-sugar business in the United 
States is distinctly the creation of Government propaganda, con- 
ceived in the interest of the people of the United States at large. 

When the construction oi our plant at Sugar City was begun 21 
years ago its surrounding territory gave life only to coyotes, antelope, 
prairie dogs, and lean kme. The soil had never been upturned, and, 
if I may use the jocular expression of the West, it was a barren 
prairie on which "the hand of man had never set foot.'' The men 
who backed this plant went 10,000 feet above tidewater near Lead- 
ville and built a great dam in front of the Twin Lakes where we now 
impound over 53,000 acre-feet of water and bring it 200 miles — as 
far as from Baltimore to New York — to aid in the irrigation of 56,000 
acres of irrigated land, of which now in the neighborhood of 42,000 
acres are being successfully cultivated with alfalfa, sugar beets, 
canteloupe, wheat, com, beans, apples, cherries, and, indeed, practi- 
cally All other farm products. Prom absolutely wilderness condi- 
tions the construction of our beet sugar plant has built up the bright 
little town of Sugar City, with a population in and tributory to it of 
about 2,000 people, with a snappy little newspaper, a sound little 
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bank, two hotels, a little theatw, five diurches offering five different 
ways of climbing the ^'golden stairs/' and public scnool bnildmgs 
which would do credit to an eastern town of 20,000 people. The 

Erimary school building cost about $70,000, and the new high school 
uilding cost over $120,000. At Sugar City alone 600 children are 
enrolled, and in the adjoining towns of Ordway and Crowley, with 
similar high-class school buildings, as many more. A boy or rirl 
graduating at the Sugar City high school can pass without further 
examination into college life. Imder the consolidated school system 
which prevails in Colorado "the little brick schoolhouse" with its 
underpaid and undertrained teacher is not known. From the beau- 
tiful school buildings at Sugar City, which are models of ventilation, 
Ught, and equipnaent, gasohne omnibuses proceed each morning into 
the country districts and bring the farmer s child to school, returning 
him in the afternoon. Our company is the largest taxpayer in Crowley 
County, and the taxes we pay — ^between $30,000 and $40,000 — ^fur- 
nish a large part of its total receipts. It is possible that the Missouri 
Pacific Railroad pays larger taxes. Within the last two years it 
has completed a really beautiful up-to-date railway station at Sugar 
City at a cost of about $60,000 at which all the transcontinental 
trams stop, in both directions. 

Senator Watson. In what year was your plant built ? 

Mr. Carey. In 1901. Some years ago, Mr. Chairman, I said, in 
speaking before a committee of Congress, that I thought it was rea- 
sonably probable that if our American friends who have invested their 
money in Cuba succeeded in stopping the flywheel of our great Corliss 
engine, and in silencing the whistle which called our himly trained 
labor organization to its work, the schoolteachers of Cro\dey County, 
the 1,200 children who are getting their education as American 
citizens, the farmers who are profiting by the growth of sugar beets, 
the little banker, the little newspaper editor, the storekeepers and 
the day laborers, like John Brown, ^'Osawatomie Brown,'' would be 
"boimd to give you trouble" if you nail their coffin down. 

At this point, Mr. Chairman, I refuse to be misunderstood. My 
sense of humor is sufficiently well developed to prevent me from 
assuming for a moment that either the members of this committee, 
or any other Members of the Congress, are interested in ''hard-luck 
stories" about losses in business. We are not, therefore, seeking 
shoulders on which to shed our tears, because we know that business 
men everywhere have suffered great losses and have no tears to 
spare for other people. Hard-luck stories to-day remind one of the 
game of golf. If you start to tell a golfer what experien6e you had 
at the seventeenth hole of a particular golf course, he will not pay the 
slightest attention to a single word you are saying, but as soon as he 
can break in he will tell you his experience at the tenth hole. 

Senator McCumber. None of the members of this committee, Mr. 
Carey, know anything about the game of golf and don't understand 
the meaning of your simile. [Laughter.] 

Senator Smoot. None of the members of this committee are old 
enough to play golf yet. [Laughter.] 

Mr. Carey. In view of the executive interest in golf. Senator, I 
think this committee might take judicial notice of the .game. I 
suggest, however, that il you don t play golf, you will never be 
President of the United States. I might add that, from my personal 
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experience with presidential golfers, you don't have to know much 
about the game to become President. [Laughter.] 

Of course, the real question before this committee is not whether 
this or that company, or this or that stockholder, has lost his money 
in the beet-sugar business; but whether the beet-sugar business is 
worth preserving; whether it is really approaching the valley of the 
shadow of death, and whether, assuming the truth of the first two 
assumptions, it would not be wise for the Congress of the United 
States to take any reasonable steps that are necessary, solely in the 
public interest, to preserve it. The logic of the situation can be 
simply stated in the proposition which 4»he beet-sugar industry hopes 
to establish by argument and testimony as follows: 

PROPOSITION. 

1. Because of the industrial importance of the beet-sugar industry to the people 
of the United States in the employment of labor; the support of agriculture, includ- 
ing the payment to the American farmer of an adequate price for an important 
pxwiuct of the soil, and because of the protection which the beet sugar supply gives 
to the required sugar supply of the United States, it would be against the public 
interest that the Congress should take any step which would imperil the continuance 
of beet-sugar manufocture, or omit to take any step which iB reasonably required for 
its preservation. 

2. The cost of manufacturing beet sugar at the present time, with efficiency of opera- 
tion and the use of all known chemical and mechanical economies, is so far affected 
by the high cost of American labor which is thought necessary to maintain American 
standards of life that beet sugar can not at present compete with cane-granulated 
sugar refined from raw sugar produced in countries where a very much lower cost of 
labor prevails, because a very much lower standard of life for the laborer is thought 
sufficient, and because of this fact, added to the very large overproduction of sugar 
in Cuba, the American beet-sugar industry is threatened ynth virtual extinction 
during the coming year. 

3. Public interest, therefore, demands the imposition by the Congress of a duty 
on imi>orted raw sugar, which will enable the American beet-sugar industry to con- 
tinue to perform its valuable industrial functions; and for that purpose the import 
duty must be made high enough to equalize the cost of producing the imported raw 
sugar, plus freight and refining cost, with the average cost of manufacture of standard 
granulated sugar by the beet-sugar plants of the United States. 

Now, lot me speak briefly on the major premise of this proposition: 
Is the beet-sugar industry, from a public standpoint, worth pre- 
serving? 

A few striking statistics relating to the magnitude of the beet- 
sugar industry will be interesting. It manufactures annually about 
1,000,000 tons of granulated sugar — or say, 20,000,000 bags — and at 
the present approximate average cost of manufacture, we start with 
an annual operating outlay, including the payment of wages of labor, 

?rice of beets to farmers, and cost of suppUes, of over $100,000,000. 
'here are 95 beet-sugar plants now constructed in the United States, 
in 17 separate States which have a total daily slicing capacity — a ca- 
pacity which is in a great nxunber of cases largely exceeded — of 105,- 
950 tons. It is fair to estimate that the total replacement cost of 
these plants, including warehouses, beet sheds, beet dumps, pulp 
drying plants, pulp suos, feed yards, trackage, factory water supply, 
etc., is between $175,000,000 and $200,000,000, so that a reasonably 
conservative estimate of the total plant value and annual operating 
disbursements would not fall far short of $300,000,000. The total acres 
of beets grown in the United States in 1921 was 880,000 acres. It 
goes without saying that the withdrawal of that huge number of 
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acres from beet-sugar culture, and their application to the growth 
of other crops, is not a matter to be lightly thought of. Over 100,- 
000 fanners, employing about 85,000 laborers are engaged in the beet 
industry. The factories themselves employ at high wages over 35,000 
men, wnich by the way is in striking contrast to the number of men 
employed in the refining of cane sugar in this country, which, as is 
known, is a process of manipulation and not a process oi manufacture. 

It is not possible to overstate the importance to the people of the 
United States of the fact that the beet-suear industry produces at a 
reasonable cost, within the political boroers of continental United 
States, practically 1,000,000 tons of the finest and purest standard 
granulated sugar made in the civilized world, which is not only safe 
irom the closure of the high seas by war from the outside, but is to 
such an extent manufactured at inland points that it is safe even 
from a temporary invasion of our shores by an enemy country. 
But it has a far higher value in times of peace than that arisinj^ from 
war conditions, if a nation like the United States can manuiacture 
from its own raw material — i. e., from beets grown within its border- 
nearly one-fourth of its own consumption (increased to about one- 
half of its consumption by American-grown cane and cane sugar 
coming from its insular possessions) , it has a great factor of safety in 
keeping down the price of sugar to its people; if it is threatened by 
some great sugar source, like the island of Cuba, with an attempt to 
hold back and speculate with its sugar supply. It will not be for- 
gotten in this connection that this source oi supply may be, as in the 
case of the island of Cuba, a country over which the laws of the 
United States have no control. At the close of the late war the price 
of granulated sugar in the United States rose to the preposterous 
figure of between 25 and 35 cents a pound, based on the s^culative 
price of raw sugar which was established in Cuba, but it will be 
remembered that this rise did not and could not take place until the 
beet-sugar supply was practically exhausted. In 1920, during which 
•year Cuban raw sold at 23 cents a pound, refined beet granulated at 
the plant sold at an average of less than 12 cents a pound. Our 
company received for its entire 1919-20 product an average of less 
than $10.50 a bag of 100 pounds. We were formally offered S18 a 
bag for our entire output. If we had felt at Uberty to accept tliis 
offer, it is quite needless to say that we would now be ^'making 
faces'' at our banks. 

While it is not intended to make any invidious comparisons 
between the patriotism and generosity of the beet-sugar industry 
and other great industries wmch bent their backs to help win the 
war, Mr. Hoover has publicly justified the pride of the beet-sugar 
industry in the fact tnat it was the first great American industry 
voluntarily to submit its operations to the control of the Food Admin- 
istrator. I quote from Mr. Hoover's official statement in the New 
York Times of August 27, 1917: 

The beet-sugar producers of the country have patriotically agreed with the Food 
Administration to limit the price of their sugar to a basis which should result in a 
reduction of about 1^ cents a pound from the present price, effecting a saving of 
$30,000,000 to the consuming public between now and the first of next year. * * ♦ 
This patriotic action of the domestic beet-sugar industry in acting as a control over 
the price demanded for imported sugar will not only make the saving mentioned 
above between now and the end of the year, but will contribute largely to eatablish 
a lower price for imported sugar throughout next year. 
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If this *' patriotic action" saved the American sugar consumer 
$30,000,000 m a few months of 1917, to what huge proportions must 
that saving have gone in 1918 and 1919, during which years the beet- 
sugar sup^y aided in keeping down the price of all sugar consumed 
in the United States, ana in 1920 when what Mr. Lowry has well 
called ^^ihe sugar debauch,'' which was brought on by the folly of 
American capital invested in Cuba, drove the price of refined sugar 
to the consumer to over 30 cents a pound? The members of this 
committee will think long and carefully before they permit the con- 
spiracy to destroy the biet-sugar industry of the United States to 
reach its goal, when they contemplate the fact that in a short space 
of three and a half years the beet-sugar industry probably saved the 
people of the United States over $250,000,000. 

Senator Smoot. Mr. Carey, as you are familiar with the conditions 
in Colorado, will you tell the conmiittee what you know about the 
employment of children in the beet fields ? 

Mr. Cakey. Senator, the introduction of this subject has taken me 
by surprise and I am not prepared to give actual statistics, but I am 
intimately familiar with the subject in connection with the operations 
of our own plant and I have a sufficient familiarity with it throughout 
Colorado, so I can speak with confidence. In the first place I do not 
believe for a moment that the industry resents in any way the co- 
operation of anybody, official or otherwise, in helping it to solve the 
human problems wnich are necessarily involved in operations so 
intimately connected with community life. I mi^t feel at liberty 
to suggest that philanthropists and uplifters, for whom I have the 
highest respect, sometimes make the mistake, from a natural human 
desire to pursue their work in a dramatic way, of conducting their 
investigations outside of instead of in cooperation with the welfare 
department of the manufacturing industry which is doing its best to 
promote hmnane conditions. But this is the first instance in my 
knowledge of a Government department permitting the attorney of a 
selfish interest to drag from its pigeonhole a report which had been 
long forgotten and give its photographs to this attorney to be used in 
i^icked and malicious propaganda lynich is against the interest of the 
-child itself. 

Now, what are the facts in regard to the employment of children 
in the beet field? But few companies raise any beets themselves.* 
They get them through contracts with individual farmers. For ex- 
ample, out of a beet acreage of over 6,000 acres, our company planted 
itself only 43 acres; and those only for experimental purposes to test 
. beet seed, fertilization, and methods of irrigation. It follows, there- 
fore, that th^ sugar company has practically no control over the kind 
or character of Tabor wnich the larmer employs to bunch and thin 
his beets in the spring and to top them in the fall, these being the only 
two operations in which children are to any extent employed. 

It IS true that the company can exercise some moral influence 
over the farmer and the farmer's wife in encouraging them to pro- 
tect the yoimger children and in insuring them their education; 
and the compulsory school attendance law of Colorado is an aid 
to the sugar company in exercising this moral influence, because 
it is true of Colorado as well as of all other enlightened communi- 
ties that family standards can best be raised through the child 
itself at the pubhc school. The standard set for the child by its 
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school-teachers finds its reflex m the growing pride of parents in 
the child. A consolidated public school, luce the primary and 
hL?h schools of Sugar City, is the community center around which 
all kinds and classes of tne commimity revolve; because it knows 
no race, no politics, and no special religious belief. The fact is, 
of course, that it is the natural temptation of all beet growers, who 
have not become too much Americanized, to put '* the whole fami- 
ly" in the field during the bunching and thinning period of about 
three weeks in the late spring, and during the topping period of 
about three weeks in the early fall. Both of these operations, 
while highly profitable, involve but little physical effort. In my 
county mey are conducted in the green fields imder the amethyst 
blue skies and in the cool white simshine of a wonderful climate. 
If the distinguished attorney who said he spoke for the New York 
and Canadian bankers, who are now threatening to liquify their 
frozen credits by throwing their collateral sugar on the American 
market at a cent a poimd, had felt disposed to shed his crocodile 
tears over the children of the east side of New York, whose sweat- 
shop parents are destroying their progeny in the stifling rooms of 
sordid New York tenement houses^ he would at least have had 
some foimdation for his simulated grief. . But I am glad he brought 
the subject up because he has very unwisely attacked the beet- 
sugar industry in its strongest intrenchment. 

No fair man will deny that it is the great glory of the beet-sugar 
business that it is a notable builder of civilization, and that every- 
where it plants its feet flowers of community advancement bloom. 
The beet-sugar business touches nothing which it does not improve. 
It improves the soil ; it increases the output of other crops; it raises the 
wages of labor; it raises the standards of home life; it increases the 
self respect of every member of the family, and it is by the raising of 
the family standards that the problem of child welfare is soonest 
solved. Every builder of civilization has to deal with family condi- 
tions which are difficult because from previous want of education, or 
from previous want of association with American standards of life, 
the family unit — Russian, Mexican, Slav, and the like — makes 
resistance to the most enlightened work of the most enlightened 
industrial movement; and it takes patience and tact to advance even 
slowly. I can say on my own autnority and from my own observa- 
tion that no child of any age comes into Crowley County without 
being benefited. They often come undernourished, anemic, \%ith 
crooKed spines and with all the other evidences of parental neglect, 
due to poor home surroundings. First of all the school takes hold of . 
them. The parents see the . standards which the residents of the 
county maintain. The children themselves develop a self-con- 
sciousness, and the mother love will do the rest. As^or the pub- 
lished report itself, with its so-called startling statistics, no one who 
is interested in the education of the child, and who has taken any 

{)art in the new movements for his vocational training, will be mis- 
ed bv these so-called startling statistics. Surveys of the public 
schools of our largest and most prosperous cities give like ** startling 
statistics." I have recently read such a survey which indicates that 
the teeth of nearly 70 per cent of the public school children of a large 
city had been hopelessly neglected. I have read another survey of 
the same character which would seem to prove that almost the same 
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proportion of public school children have crooked limbs or spines. 
And the last survey I read indicates that almost an equal proportion 
are undernourished, largely because of the absence oi milk for their 
food. All of these reports have their value, even if they do some- 
times prove too much; because they serve to call attention to abuses 
and suggest methods for their remedy. 

Senator McCumber. Don't you tmnk the child growing up will 
become a better citizen if he is compelled to work part of the time? 
I think we are spoiling the children of the present generation. Soon 
we will be producing children that can not walk. We send for them 
and take tnem to school in automobiles and take them back from 
school to their homes. Work is what they need to make them good 
citizens. Don't you think that is true? 

Mr. Carey. I suppose it is, Senator; but I would qualify yoxir 
* statement by saying that, in my opinion, every child is entitled by 
right in America to a public-school education up at least to the 
seventh grade; and if the parent tries to capitalize the child in such 
a way as to deprive him of this modicimi of education I think the 
State ought to step in and force his hands. The superintendent of 
public instruction at Sugar City understands perfectly, and acts upon 
the understanding, what my views are as president of my companv; 
that where the interest of tne sugar company and the interest of the 
child conflict the child is to have the right of way. 

Senator McCumber. There is Rowing up a sort of idea that the 
child should not work until he is 16 years of age. If he has not 
learned to work by that time, I am afraid he will never learn. 

Mr. Carey. Of course, that is true to a ffreat extent. You will 
never persuade the farmer that his 12-year-oTd child should not milk 
the cow and do housework, and I don't suppose it is desirable that 
he should be so persuaded. The question oi the use of children in 
the beet field resolves itself into the question as to how they should 
be employed and how long they should be employed each day. It is 
an easy job, a very profitable one and is almost always done under 
the direct supervision of the parents of the child. 

More competent speakers than I will follow me who will tell in 
detail the history of the relations of Cuba to the United States so 
far as these relations bear upon the beet-sugar industry and will also 
advise you of the exact present conditions of these relations. But 
in closing my argument perhaps you will permit me to refer briefly 
to the claim which Mr. Atkins and other representatives of American 
capital invested in Cuba have advanced that this Ainerican capital 
was equally entitled to protection as the capital invested in the 
American industry. As Mr. Atkins is a Bostoman he will not charge 
me with the use of "high-brow language'' when I suggest to him 
that his claim involves tne fallacy of the undistributed middle. Of 
course, the American capitaUst is entitled to the protection of its 
Government in foreign countries; but this right is surely subject to 
this limitation: When American capital is employed in a foreign 
country in such a way as to prejudice the best interests of the people 
of the United States, it can not to that extent expect protection. 
To show the fallacy of the argument, let it be assumed that there 
was an island, which we will call Island A, which permitted human 
slavery — not near human slavery but actual slave ownership. It 
goes without saying that American capital could make sugar in 
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Island A and ship it to the United States at a price which it would be 
impossible for American labor, controlled by American standards 
of life, to compete with. If permitted by law, this process would 
put the American sugar industry to sleep, and put the American sugar 
consumer in such a position that Island A could dictate to me 
100,000,000 people of the United States exactly what price they paid 
for sugar. 

Now, no one will deny that the relations between Cuba and the 
United States present this condition only in a sli^tly modified form. 
The fact that a CTeat agricultural country Uke Cuba has to import 
from the United States its milk and eggs is a fairly good indication 
that the ''home," as we Americans understand it, hardly exists in 
Cuba. The American home is an expensive proposition. It means 
a little automobile for the fanner; it means running water in the 
house and a victrola for the wife; it means deceit clothes for the* 
whole family; it means taxes for education; it means contributions 
to churches, and amusements; it means a bit of travel now-imd then; 
and it means the ambition of the parents for the children that they 
shall have their education and equal opportunity to advance in the 
world as far as any other citizen of the United States. One does not 
find it necessary to exaggerate labor conditions in Cuba to show the 
contrast. It seems to be conceded, for instance, that labor in Cuba 
is now receiving about 60 cents a day, paid in store supplies at retail 
prices. Can you imagine an American farmer submitting himself 
to that humiliation? Mr. Atkins has forgotten, moreover, that 
American capital invested in Cuba is respwisible for the debauch 
which has brought Cuba to its present pass. No one can claim that 
the beet-sugar industry has the slightest respoaisibility for the present 
oversupply in Cuba, and it would be utterly unfair to make the beet- 
sugar industrv pay for the blunder. While Cuba has been increasing 
her output about 60 per cent, the beet-sugar industry in the same 
period has onlv increased its output by about 8 per cent. 

I beUeve I have made it reasonably dear to your committee that 
the beet-sugar industry, through no fault of its own, is seriously 
threatened with conditions which no financial prudence and no extent 
of credit can meet without the assistance of the Congress of the 
United States. The Congress controls the first Hne of defense, against 
which the banker, with nis frozen credits; the American capitalist 
in Cuba, who is the victim of his own folly; and the refining interests 
of the United States, which view with alarm the rising digmty of the 
beet-sugar business, are marshaling all their forces, with a combined 
purpose of putting the beet-sugar industry out of business. 

I respectfully ask your committee^ so far as it lies within your 
power, to say to this army of destruction, as the brave French Army, 
with its back against the wall, at Verdun said to the onrushiog 
German legions: *'Ils ne passerontpas!" — ^' They shall not pass!'' 

STATBMENT OF W. D. LTPPITT, DENVSR, COLO., GENEBAL MAN- 
AGEB OP THE GBEAT WESTERN SUGAB CO. 

Mr. LippiTT. On behalf of the domestic beet-sugar industry, I 
should like to submit to your committee a brief memo'randum relat- 
ing particularly to certain agricultural features of the industry. 
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At the present time sugar beets are being grown in 17 States in 
this country, ranmng from California on the west to Ohio on the 
east. The sugar-beet territory may be roughly divided into three 
major groups, i. e., the Pacinc coast area, comprising Califomia, 
Washington, and Nevada, served by 18 sugar factories; the Rocky 
Mountam area, comprising Utah, Idaho, Montana, Colorado, Wyo- 
ming, Kansas, and Nebraska, served by 55 factories; and the eastern 
area, comprising Minnesota, Iowa, Wisconsin, Michigan, Illinois, 
Indiana, and Ohio, served by 33 factories. 

During the season of 1921 approximately 800,000 acres of sugar 
beets were grown in the Unitea States, from which were harvested 
7,500,000 tons of beets, an average yield of about 9i tons per acre. 
The current season's yield per acre was slightly below the normal 
average for the country of above 10 tons of beets per acre. Engaged 
directly in the growing and handling of the crop were 100,000 farmers, 
85,000 field workers, and 35,000 mill operatives. The crop was 
produced almost entirely by growers independent of the factories, 
and under contracts entered into with the manufacturing companies 
in the winter of 1920-21. These companies paid the growers for 
beets durinj^ the past season about $50,000,000, and in addition to 
the expencfiture for beets, approximately an equivalent amount 
was paid for operating supplies, labor, and railroad freights, the 
bulk of this money being mstributed in the various territories in 
which mills were operated. From the fact that during the past 
year over one-half of the cost of producing beet sugar, and under 
normal conditions about 60 per cent of the cost, covers payment to 
farmers for sugar beets, it will be apparent that tJie industry is essen- 
tially and fundamentally an agricmtural one. Hie transformation 
of the beet crop into edible sugar after it has been delivered at the 
factories bv farmers is a function comparable to the handling of 
wheat by thrasher man and miller — ^necessary, to be sure, but by no 
means so important a factor in production as the agricultural end. 

The status of beet-sugar production in our American industrial 
economy is frequently misunderstood because of a failure to recognize 
its essentially agricultural character. In the territories in which 
sugar-beet growing has been estabhshed the sugar factory is just as 
much an adjunct of the farming system to-day as the thrashing outfit, 
the grain elevator, the stockyard, the creamery, or other necessary 
marketing facilities. 

In all of these districts, and more particularly in the newly devel- 
oped areas in the West, the sugar factory constitutes a sort of locus or 
headquarters for varied agricultural activities throughout the sur- 
rounding country side. Each factory employs a staflF of experienced 
and tramed agriculturists, familiar with local farm problems, who, 
in a sort of advisory capacity, supervise the growing of the beet crop. 
Their activities correspond very nearly'to those of the local country 
agricultural agents, with whom they work closely for the promotion 
oF general agncultural progress. 

The agricultural assistance furnished by beet-sugar companies in 
the districts in which they operate is a feature rather unique m Amer- 
ican^ a^culture. The neld specialists of the companies, while pri- 
marily mterested in promoting the successful culture of sugar beets, 
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perform a very valuable service to all related farm activities in their 
districts. They are, for instance, constantly on the watch for out- 
breaks of plant diseases and insect pests. In the Colorado and 
Nebraska territories during the past season we secured by express 
shipment from the East and distributed among farmers over 600,000 
pounds of Paris green for the purpose of combating a rather general 
outbreak of worms and grasshoppers threatening me destruction of 
alfalfa, grain, and sugar-beet crops. Prompt action, which was 
possible through the centralized handling of the situation, avoided 
m this instance a tremendous crop loss. 

The field departments of the various sugar companies attend to the 
procuring and distribution each year of from 50,000 to 75,000 field 
workers. The field labor requirements of the sugar-beet crop occur 
at definite periods in the spnn^ and autimm, and because of this the 
labor brought in for working the beets is available for field work on 
other crops during the balance of the growing season. This econom- 
ical and complete utilization of labor makes any serious farm labor 
shortage virtually unknown in sugar-beet districts, a fact particularly 
manifested during the war period. 

For many years the business of producing beet sugar was con- 
sidered to be a strictly manufacturing enterprise. Beets were con- 
tracted and paid for at fixed prices which showed little variation from 
year to year. The fluctuations of the sugar market were largely 
absorbed by the manufacturing companies, and the farmers had only 
a mild and perfunctory interest in tne marketing or market prices of 
refined sugar. That view of the business has undergone a distinct 
change in recent years, and methods and policies have been altered 
correspondingly. Almost without exception sugar beets are tonday 
purchased from farmers under contracts the prices of which fluctuate 
m a definite relationship with changes in the prices of sugar in the 
American market, and which usually provide in addition a guaranteed 
minimum payment not dependent upon changes in the price of sugar. 
The guaranteed minimum price is necessary to assure the grower a 
return to cover approximately his cost of production, which in turn 
provides sufficient stabiUty to the business to insure a fairly constant 
volume of beets from year to year. This close relationship between 
the grower of sugar beets and the sugar manufacturer makes the 
prosperity of each directly dependent upon the market price of sugar. 

The American farmer is to-day the American sugar producer, and 
as such has a most vital interest in the American sugar market and 
sugar prices. 

The sugar beet is a crop which fits so admirably into the agricul- 
tural system of lai^e areas of the United States, and which in many 
Western States at least is almost an essential part of the farm economy 
that in the words of a western farmer, '' If the crop did not exist to-day 
it would have to be invented." 

The experience of all countries on the face of the earth has been 
that a successful agricultural system demands the inclusion of a crop 
which is cultivated periodically during the growing season. The con- 
tinuous planting of land to grain, hay, and other similar crops, which 
are not, under ordinary circumstances, given any cultivation after 
planting, brin^ about more or less gradually a condition under which 
lands become infested with weeds and other foreign growth and sub- 
ject to an accumulation of plant diseases and insect pests. On the 
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other hand, the successful handling of a cultivated crop requires, at 
intervals during the growing season, a physical cultivation or loosen- 
ing of the soil between the growing plants. This cultivation modifies 
and improves the soil structure and condition and destroys weeds and 
other imdesirable growth, preventing their reseeding and dispersion. 

In continental Europe and in Great Britain, where agriculture has 
probably reached its most intensive development, root crops, such as 
sugar beets, potatoes, and turnips, have been selected by experience 
as the cultivated crops best adapted to the various cropping plans. 
Our American agriculture possesses two other important cultivated 
crops in com ana cotton wnich, within areas fairly definitely limited 
by climate, satisfactorily fill the requirements of a cultivated crop. 
It is a well-known fact, however, that there are large areas in this 
country in which neither com nor cotton can be successfully grown. 
Potato growing is similarly confined because of special soil require- 
ments to fairly limited areas. Curiously enough it is in those terri- 
tories where the growing of other cultivated crops is not highly 
successful that sugar-beet culture has reached its best development. 
Sugar beets have oeen successfully grown throujghout the northern 
latitudes of the United States upon a wide variety of soils and at 
elevations varving from sea level to 6,000 feet above sea level. Manj 
areas incapable oi growing other crops successfully have found their 
salvation m the introduction of sugar-beet culture. The crop, for 
instance, exhibits a unique resistance to the effects of aJkali which 
contaminates large areas of land, especially in the western States. 
The subduing, and reclamation of such lands over wide areas has 
been made possible in a number of well-authenticated instances by the 
introduction of sugar-beet culture. 

The value and benefits of sugar-beet growing are rapidly being recog- 
nized by farmers in the Central and Western States. Many, many 
communities where lands have become impoverished and infested with 
foul growth due to continuous cropping to grain are to-day exerting 
every effort to induce the construction of sugar factories in their 
districts. They have before them in the established sugar-beet 
districts a demonstration of what the cl-op has accomplished. I think 
I am safe in saying that during the past two years of agricultural 
depression the districts in which sugar beets are grown have without 
question been disturbed less than any farm districts in the country. 
My own State of Colorado suffered severely in its great basic industries, 
and particularly in stock raising and feeding, mining, and the manu- 
facture of steel, in the depression which followed the war. It is my 
sincere conviction that tne whole industrial and banking situation 
of that State was saved by the $60,000,000 paid the beet-growing 
farmers in the 14 months covering the delivery of the crops of 1920 
and 1921. I have no doubt that a similar story could oe told of 
many other beet-growing States. 

The industrial fife of America is so organized that our population 
is heavily concentrated in the eastern area of the country. The 
bulk of the food supphes for these people must be produced in the 
more sparsely settled districts of the Central and Western States 
and transported to the East. Obviously, under such an arrange- 
ment, it is of much importance, in order to avoid a waste of national 
energy, that the food so transported should be in concentrated form. 
Huge quantities of western farm products can be economically mar- 
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keted in the food-consuming centers of the East only by being trans- 
formed into live-stock products. 

While this method of marketing crops, such as hay, com, barley, 
etc., is doubtless the most feasible and profitable under existing con- 
ditions, it necessarily and unavoidably entails much waste. A lar^e 
part of the food consumed by an animal is utilized to maintain the 
animal during the fattening i>eriod. We feed 500 to 1,000 pounds 
of hay and grain to produce a gain of 100 pounds of live stock. 

Compare with this the economy of beet-sugar production. An 
average acre of sugar beets produces 2,500 pounds of pure, white 
granulated sugar, constituting a human food, 100 per cent of which 
IS digestible. In addition to the major product, su^ar, there are 
various by-products of great value. tftUizable on the farm and con- 
stituting excellent food for live stock are the plant tops which are 
removed before the crop is delivered at the factory, the residual pulp 
and the molasses from the manufacturing process. Properly fed to 
live stock in a balanced ration, the mere by-products from an average 
acre of sugar beets will produce approximately 300 pounds of meat 
in addition to the production of a ton and a quarter of sugar from 
the same acre. The by-products alone of an acre of sugar beets will 
produce as much human food in the form of meat as "mil the entire 
product of an acre of com. I regard as quite conservative the esti- 
mate that the by-products of an acre of sugar beets will, properly 
handled, produce 300 pounds of beef or mutton. Using this as a 
basis, it will be apparent that in addition to the output of 1,000,000 
tons of sugar each year the industar should be credited with an 
annual contribution to the national food supply of 240,000,000 
pounds of meat products. 

Manv exhaustive and careful investigations have shown convinc- 
ingly that there is no other crop grown on a commercial scale in the 
United States that produces the surplus food per acre that the sugar 
beet does, taking into account both the sugar and the various by- 
products properly utUized. In fact, I believe this comparison will 
apply in like manner to any crop grown commercially m the Tem- 
perate Zone. 

This is a startling and comprehensive statement, but the fact has 
long been, and is to-day, recognized and taken advantage of by 
Germany and other countries of continental Europe. The English 
people, . whose policv for so many years was to Duy sugar in the 
cheapest markets of the world, are to-day taking steps to establish 
an English beet-sugar industry, and, moreover, are doing it partiy 
by the investment of governmental capital. 

The question might be asked, ''Why, if the beet-sugar industry 
contributes so many agricultural advantages, does it need tariflf pro- 
tection?" Such A query can be easily and, in my opinion, effec- 
tively answered by the statement that cane sugar can be produced 
in the Tropics at a cost with which the sugar-beet farmer and the 
domestic manufacturer can not compete, but imder conditions and 
at a standard of living which we most surely do not want to see 
duplicated in America. 

The value and adaptability of the sugar-beet crop to American 
agriculture must be obvious to anyone. It is .almost inconceivable 
that the American Government will fail to shape its tariff policy to 
protect the industry in the present crisis. 
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STATBMBHT OF C. H. AIiLEN, DEFIANCE, OHIO, BEPBESEKTINa 
UNITED STATES SUGAB KANUFACTUBEBS' ASSOCIATION. 

Mr. Allen. Mr. Chairman and gentlemen of tlie committee, I have 
been interested in the sugar business on the agricultural side for 
something like 15 years. About a year and a haSago, in connection 
with some farmer friends, we oi^anized a sugar company with the 
expectation of building a sugar factory and supplying that factory 
with beets from our own farms. I am president oi that company at 
the present time. In fact, I am president of a sugar company without 
a factory. I am representing those men at the present time. There 
are now about 1,200 of us in wiat company. 

As a representative of the farmers of northwestern Ohio, who are 
greatly interested in the production Of sugar, we wish to present oxir 
views before this committee showing what relationship this question 
of tariff has to our business and why we consider tiie question of an 
increased production of sugar through the growing of sugar beets on 
our own soil of equal interest to the consumer offood products as to 
the producers of tne same. 

It has been imfortunate that the so-ccdled sugar companies are the 
onlv ones who have been interested enough in the sugar question to 
go before Congress and try to place before them the conditions go vem- 
mg the industry. Naturally we begin to suspect there is some ulterior 
motive behind their advocacy of such a measure. Because of the 
large amoimt of money invested in the plants necessary for the ex- 
traction of sugar, they have been compelled to study the question of 
the production of sugar from a manufacturing standpoint and they 
are well aware of the impossibility of continumg ana increasiug the 
business imless there is adequate protection against the climatic 
conditions of the Tropics. 

It is time, however, the general public should know the factory 
end of the business is the small end of it, in spite of the large amount 
of money invested in factories. The sugar ousiness is not a manu- 
facturing business but an agricultiurid one. 

No combination of iron, steel, glass, or cement ever made an 
ounce of sugar; it is not made inside of four walls nor made by 
operating any machines, however complicated and ingenious. 
Sugar IS grown, not made. 

It IS tiie product of the soil, the air and the water^ just as much 
so as the wheat and com and oats and cotton the farmer raises. 

It re()uires the same careful attention from the time the seed is 
placed in the ground until the crop is harvested and hauled to mar- 
Ket; it is subject to the same vicissitudes of season and climate 
that other crops are, whether it is grown in cane or beets. 

The so-called sugar factories are nothing more than huge extrac- 
tors or threshing machines that thrash the sugar from the cane or 
beets placed there by sunlight and rain with the assistance of the 
farmer. 

We do not consider the owners of thrashing machines the pro- 
ducers of wheat and oats nor the owners of cotton gins the pro- 
ducers of cotton, and we should not consider the owners of sugar 
factories the producers of sugar. 

Members of Congress ana the general public should ever keep 
tliis in mind, and although the sugar business takes in the thrashing 
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machines; the big issue, the thing to consider above everything else, 
is how any action Congress may take will affect the growers of 
sugar (the farmer), the conservation of the soil he uses, miich is the 
basis of the continued prosperity of our country, and the economic 
results that may accrue in the future to our country as a whole; 
necessarily this takes in the consumer of food products as well as 
theproducer. 

We must have sugar. There was a time in the history of the worid 
when mankind could get along without it, but that time has passed. 
The more civilized we become, the ^eater the amount of sugar we 
use. 

We can obtain it from but two sources, cane or beets. 

If we get it from cane grown in the tropics the great bulk of it 
must come from foreign shores, if we get it from beets it can all be 
grown on our own soils. 

What is the best policy for this Nation to pursue, grow it or buy it? 

If we consider only the cost of sugar to the consiuner there is 
nothing more to be said. Sugar can be grown in the tropics, shipped 
to America, run through the laundries (the refineries) and retailed 
throughout the country cheaper than the American farmer can 
raise it in this country from beets. The reason for this is climate 
and can not be overcome. 

If we decide the best policy for this Nation is to buy it, the cheaper 
the better, the American farmer may just as well give up his dream 
of sugar production, scrap his special tools, give up the benefits he has 
learned tne beets produce on the soil, and follow the farming methods 
of his forefathers. 

Senator McCumbeb. And after he has given it up, what about the 
price, then? 

Mr. Allen. That I can not say. 

Senator Smoot. You can guess at it ? 

Mr. Allen. Yes; we can guess at it. 

If we decide to grow it we must make up our minds that it can not 
be done without protection from the cheaper sugar of the Tropics. 

The whole of Europe could not do it, although the labor on her 
fields cost from a hfdi to a third less than with us. Th^i how can 
we hope to succeed 1 

Why should we try to produce sugar when we can buy it cheaper! 

Why did Germany, in order to develop her sugar business, pass such 
laws tnat allowed her sugar to be sola in England at less than the 
cost of production ? 

Whv at the present time has France such a very high tariff rate on 
sugar? 

Both of those coimtries could buy their sugar from tropical coimtries 
much cheaper than they can produce it, but instead they prefer U) 
tax themselves, at least temporarily, for some great benent. 

What is this benefit and can we obtain it by following the same 
policy ? 

We, the farmers of northwestern Ohio, who have been growing 
sugar for the short space of 10 years, have begim to reaUze what these 
benefits are and see no reason why we should not take advantage of 
the experience of these European coimtries. 

The production of sugar has increased the production of all crops 
grown after beets. 
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Outside of the greaf benefit of being independent of any foreign 
country in the supply of one of our most important food crops we 
increase all othOT lood crops by the use of this one. 

The policy governing the agricultural practices of all coimtries who 

{>roduce large crops per acre is directly opposite to the practices we 
ollow in this country. 

We have begun to understand now why we. with practically virgin 
soU, have not been able to equal the yields oi European coimtries. 

For the past 20 years the great paramount issue before the American 
people — outside that of war — ^has been the "high cost of living," 
ana the same issue is sure to come before the people when we have 
reached normalcy. 

We farmers have been asked time and time again why food products 
should keep climbing higher and higher in price, and when we answer 
that land is increasing higher and higher in price and in order to mftke 
interest on the investment we must obtain more for the products of 
the farm, the g[uestion has come, whj higher land prices f 

The answer is because of the scarcity of good lands. 

The time of cheap fertile land has long smce passed. Up to 20 or 
25 years ago we depended for an increased food production upon in- 
'creasing the amount of land under crops; the more land under culti- 
vation the more crops. About that time we woke up to find there 
was no more good land immediately available for the production of 
crops. 

Then the pinch began, and as we are not increasing our farming 
land area in proportion to the increase in population, the price of land 
and with it tne price of food products naturally increasea. 

Senator McCumber. They nave not increased much lately. 

Mr. Allen. No, sir; they have not. But think of what they were 
25 years ago. 

Senator McCumber. I am speaking of food products. 

Mr. Allen. There has been a tremendous increase. There is talk 
in the cities and everjrwhere about the high cost of food. 

Senator Smoot. It is not too high in proportion to what it costs. 

Senator McCumber. The wheat that goes into your flour is as 
cheap to-day as it has been for 20 years. 

Mr. Allen. I shall come to that. 

The American farmer is the most efficient in the world when we 
consider the production of food per person, but this does not increase 
the total amount of food, and it is this we need to feed the ever- 
increasing population. 

Any metnod, therefore, that will increase this food production per 
acre will be of benefit to all of us whether a resident of the country or 
city. 

We farmers of northwestern Ohio know that every farm growing 
beets is a better farm for other crops and shows a splendid mcrease 
in production per acre. 

Is this not worth while ? 

The tariff on sugar at the present time is $1.60 a hundred pounds; 
the average amount of sugar used per inhabitant is not over 90 
pounds a year, so this tariff costs us tne large sum of $1.44 a year. 

Is this not a very small amount to pay for such great benefits ? 
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Would even $5 a year be too much to pay ? France thought not 
and she taxes herself heavily for the avowed purpose of increasing 
her sugar production until she can produce all sne uses. 

Whv not, when we only pjroduce 25 per cent of what we use from 
beets f Our entire domestic production including insular posses- 
sions is only 50 per cent. 

We agree witn anyone who says, " It would be unwise to do any- 
thing that would lead to an increased price of food products and are 
merely suggesting a method we know will produce results." 

There is one other aspect of this question we desire to call to your 
attention. 

What relationships has the growing of beets to the great general 
economic future of this country ? 

Several years ago, during Roosevelt's administration, a great effort 
was made to call attention of the people to the necessity of conserving 
our natural resources, our birthrimt, our mines, our limiber, the 
fertility of our soils, the things we should hand down to our children; 
the raw material out of which the products of civilization are fash- 
ioned. 

Of all these raw materials mentioned it was the consensus of 
opinion that the conservation of the fertility of the soil was the most 
important. If necessary, we could ship mto the country the raw 
material found in our forests and mines, but the protection of the 
fertility of the soil was another thing, and fundamental as the real 
source of life and prosperity. 

So important is this that our National and State Governments 
have for years appropriated large sums of money to further these 
interests, and it is only necessary to call attention to the splendid 
work of the agricultural experiment station of my own State as a 
sample of what is being done over this country to bring this fact to 
your mind. 

For 30 years this institution has been trying to educate our people, 
city as well as rural, to the great necessity of preserving and con- 
serving the mineral matter of the soil and at the same time teaching 
those who hold the land how to replace the mineral matter our fathers 
had removed and sold. These mineral matters are raw material, 
just as much so as copper and iron, and their removal and sale in the 
shape of wheat and meat and cottonseed meal in time brings the 
same results as the sale of timber from the lands of Michigan and 
Mississippi. 

After tne raw material is gone we have nothing left. 

Yet the other day I read an interview with a prominent banker in 
New York, who had just returned from Europe. He was bewailing 
the fact that conditions were such in Europe that we could not ship 
raw materials to Europe. 

The history of agriculture in America from the time of the Virginia 

Slantations until the present time has been one of soil depletion, the 
isposal of the raw material out of which crops are grown. 
Jefferson and his contemporaries had great estates full of all the 
elements that go to make crops, but to-day the same land will not 
produce without replacing the raw material they extracted. 

Many of these men became bankrupt because their soil failed, and 
their children or children's children had to migrate to other sections 
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of the country to make a living or else eke out a precarious existence 
on the worn-out soils their fathers had destroyed. 

In New York State many of the valleys were the wonder of Europe 
for their fertility. To-day you can buy those formerly wondemil 
farms for less than the cost of the buildings upon them. 

In my own State of Ohio 75, yes, 50 and even less than 40 years 
ago, no farmer thought it necessary to replace any portion of the 
mineral matters of the soil; to-daj in many portions they can not 
produce a crop without the addition of some of these necessary 
elements. 

Even in that wonderfiil fertile State of Iowa to obtain maximimi 
crops we have found it is necessary to-day to replace some of the 
minerals sold oflF those lands. What will it be to-morrow ? 

I have stood on farms in North Dakota that to-day would not pay 
to farm, that as a bov and a yoimg man I had read of as producing 
woioderfu] crops of wheat. 

In the "Big Bend country" of the State of Washington, where 
they formerly grew 60 bushefa of wheat to the acre, when I was there 
a few years ago they were moving away because they could not make 
a livine. 

In the South, anywhere in the piney woods, you can see, as I 
have done, among the second growth of pine and oak, the rows 
showing where profitable crops of cotton were raised, to-day aban- 
doned because the mineral matter had been removed. 

Everywhere you go it is the same story and the sadness of it all 
is that we, as farmers, and you as citizens of this country, never 
received but a mere pittance for this raw material. Ttat is what 
Henrv Wallace, famiharly and lovinglv known throughout the entire 
Middle West as ''Uncle Henry," the father of our present Secretary 
of Agriculture, meant when he said "The farmers of America have 
been for 300 years feeding the world at less than the cost of produc- 
tion." 

That wizard of electricity — Edison — upon his return from Muscle 
Shoals a short time ago, made the remark that the main thing in 
regard to that magnificent project was to make cheaper fertilizer for 
the farmer, for henad to have it. 

It is impossible at the present time*for any farmer in this country 
to produce a bushel of wheat at a profit, or even come out even if he 
takes into accoimt the price of the raw material in the wheat. 

When the coal is gone from the mine, the prosperity of that sec- 
tion is ended. When the mineral matter is taken out of the soil 
not only is the prosperity of that section ended but fife itself is 
endangered. 

Would it not be wise, therefore, if the policy of our Government 
could be so shaped that instead of shipping our raw material we 
would ship out only those things that are mexhaustible ? 

Would it not be conserving the fertility of the soil ? 

Is it wise to ship our wheat, which contains from 30 to 60 cents 
worth of raw material, and buy with it sugar which is only sunshine 
and rain and takes not an ounce of fertilizing matter from the soil ? 

Would not raising our own sugar, keeping our fertiUty at home, be 
a wise procedure ? 

Why buy simshine and rain at all; we do not need it; have we not 
plenty of it ? 
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Would it not be better for us, and our children and our children's 
children, if we would ship butter (there is not 70 cents worth of raw 
material in a ton of butter) rather than cottonseed meal and meat 
and wheat, which contains so much of it? 

Why spend so much money in our experiment stations and agri- 
<;ultural colleges teaching people how to replace the fertilizing ele- 
ments their ancestors took from the soil instead of teaching then 
how to retain what they have ? It took Joseph E. Wing, the apostle 
of alfalfa, 25 years to redeem his father's farm and put back in it 
the fertility his forefathers sold oflF it. 

There are certain fundamental things we should not forget in the 
•discussion of this problem. 

Permanent prosperity comes from the sale of inexhaustible material, 
not from the sjde of raw material. 

We can not obtain prosperity by buying something, either as an 
individual or as a State. If we do buy something is it not better 
to buy something containing raw material that will be of future 
benefit to us rather than such things as butter and sugar which 
€ome from the air and water ? 

The sale in this country of Danish butter, Chinese eggs, Australian 
wool, Argentina beef and Cuban sugar never has, never can and never 
will bring prosi>erity to any part of this country. 

This applies equdly to tne cities as well as the country; the East 
as weU as the West; the South as well as the North. 

New York and Chicago depend for their welfare upon the welfare 
of the great farming communities throughout this broad land and 
not upon the prosperity of foreign countries. 

We have tned to call your attention to the benefits an increased 
tariff on sugar will bring to the farmers of northwestern Ohio, not 
as sugar growers, not even as citizens of Ohio, but as citizens of the 
United States in common with the citizens of the cities and towns 
believing that Members of Congress should consider these questions 
as they affect the entire country and not special parts of it. 

We are not asking special favors but only an opportimity to develop 
the farms intrusted k) oiw care so they will be of greater bene£ft 
to the entire country and so we can leave them to our children and 
our children's children unimpaired, able to feed the generations 
that will come after us. 

STATEMENT OF BAYHOND PITCAIBN, PHILADELPHIA, PA., BEP- 
BESENTINQ THE OWOSSO SXJQAB CO., OWOSSO, KICH. 

The heet-sugar industry in the Middle West in the past has been a moderately 
profitable industry. Under a reasonable tariff it can again become such. If an ade- 
<)uate tariff is not provided, the plants of this domestic-sugar industry can not continne 
to operate; and the farms will be deprived of one of their most profitable crops. 

Many of the beet-sugar plants are practically in the hands of their banKers and 
creditors; and the others are weakened and impoverished by heavy burdens of in- 
debtedness piled up during the last two years following the war. 

In February next the Owosso Sugar Co. must decide whether to let contracts for 
beetd and prepare for next year's run or close down. The other plants are in a similar 
position. If they are shut down, the factory organizations will be disbanded, Ae 
plants will suffer deterioration, the farms will lose their beet crops, and all those 
agencies involved directly and indirectly in the annual production and diatributioii 
of hundreds of millions of pounds of sugar will suffer irreparable loss. 

A halfway measure of relief in the nature of an experiment which will leave to a future 
Congress the making of an adequate tariff will certainly be fatal to a large part of the 
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industry. To shut down for a single year will so badly affect the oi^ganizations and 
plants that disaster would follow, even though a future Congress should recognize 
and endeavor to rectify such a mistake. For not only would it be difficult and costly 
to revive the industry, but ineanwhile many of the plants which are now in the most 
critical financial condition would fall under the sheriff's hammer, and faced with the 
condition of the plants and th't fate which had befallen them it would be difficult if 
not impossible to refinance them. 

The Droad issue to be faced by our legislators is, Will tariff protection such as pro- 
vided for other industries be accorded to home-grown su^? With many of the in- 
dustries which appear before you, the effect of a lower or higher tariff is problematical. 
In the case of beet sugar the effect of a reduction of the present emergency tariff is 
certain.' For the next two years we need more protection than that tariff pro\'ides. 
Anything short of the present emergency tariff a<? a fixed and continuing measure will 
leave the business open to constancy recurring periods of jeopardy. 

What we would impress upon you with all the earnestness at our command in this 
appeal is that our hour is come, it is for you and your colleagues to say whether the 
beet-sugar industry shall continue or close down. It is for Congress also to decide 
what effect the extermination of the domestic-sugar industry will have on the price of 
sugar in this country. The advantage taken by tne Cubans of the sugar market during 
the war should give the answer to this question. It is a momentoas decision. We 
hope for the protection which we must have, but it would be better tor us to know the 
worst and close down at the end of our present campaign rather than to take the certain 
risks of the business under an inadequate tariff. This would prolong our span of life, 
but result in further losses of money which, even if our best tariff hopes are realized, 
will be mast difficult to obtain to meet the cost of planting, cultivating, and harvest- 
ing a new crop of beets and to purchase the coal, limestone, and supphes and to meet 
the factory pay rolls and overhead, which are essential to another year's business. 

The industry has had a history of struggle and slow growth. But we believe that 
its record from the beginning up to the outbreak of the war has justified the labor and 
means bestowed upnon it and the protection which it has received. Certainly the beet- 
sugar industry was justified by the service rendered to the public during the wai*. The 
sugar plants in the State of Michigan alone supplied over 250,000,000 pounds of 
sugar per annum which, through the agency of the Government, whose rulings we 
accepted, were sold by the producers at prices not exceeding 12 cents per pound, as 
fixed by the Food Administration during a period when sugar was sold by the cane 
refiners, by sugar brokers, and Cuban? at 25 cents and 30 cents per pound. 

We were at war, the beet sugar producers accei>ted with resignation the prices fixed 
by the Grovemment, deapite the beat logal advice that the practice enaployed was 
unconstitutional. But the vital fact is that Government price fixing which aiscrimi- 
nated too heavily against the domestic industry, was instrumental, under the present 
sugar crisis, in bringing the beet sugar industry to the verge of ruin. Had the price 
fixed by the Government been sufficient to allow a reasonable profit, reserves could 
have been provided which would have enabled us to meet the world crisis in sugar 
which now faces us. 

The value to the country of this domestic sugar during the war was recognized by all 
who Kad a knowledge of the situation; this was recognized quite generally. On the 
other hand the war prices charged for Cuban sugar gave ample proof of what market 
conditions at home would be without the domestic supply an domestic competition. 
The desperate situation of the beet sugar industry in the face of the world-wide 
sugar crisis, for the reason stated, is due in no inconsiderable extent, to Government 
control. But there are definite market conditions which have been instrumental 
to bringing about the crisis which the beet sugar industry must meet in the weakened 
condition brought about by price regulation. The present low market in sugar which 
threatens bankruptcy to many producers of cane sugar, as well as to the domestic 
beet sugar industry, has resulted from a great over-production of sugar in Cuba which 
followed a period of enormous speculation growing out of the excessive profits derived 
from the high war piices charged by the Cuban producers and cane refiners. Specula- 
tive purchases by Americans of Cuban sugar properties at inflated prices, and. the 
flotation of companies which promised large profits, which paid their promoters 
handsomely was coupled with an increase in the Cuban production from 2,300,000 to 
4.000,000 tons. Prominent New York banking interests loaned freely on these securi- 
ties of mushroom growth. Now that the inevitable has happened , the banks and other 
holders of these securities are not unwilling that the beet sugar indastry at home should 
be ruined if, in the process, they may recoup themselves. As heretofore, the largo 
eastern refiners are making active efforts to discredit and ruin the domestic sugar pro- 
ducers, and it is they who are responsible for the opposition to the proposed tanff. 
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While the Cuban production was nearly doubled, the beet sugar production has been 
very little increased. Will Congress fail to recognize the equity of the coxmtxfs 
home industry and grant a permanent tariff yielding 2 cents per pound on foreign 
sugar, which is the existing emer¥:ency tariff, as a permanent "protection to the pro- 
ducers and farmers in order that the industry may make a Mr living, and the puolic 
have the advantage of home competition? 

It woiild be difficult to select any article more justly entitled to the benefits of « 

Erotective tariff than beet sugar. Even if the history of the industry should be ignored, 
ist year the Owosso Sugar Co. alone paid to the fsurmers in Michigan over $2,000,000 
for its beets. There is perhap no tariff on the list of manufactured articles which 
proves so direct a benent to tne farmers as that on beet sugar. Over 60 per cent of 
the cost of our sugar is paid direct to the producing farmers. In addition to this, 
the industry employs thousands of men^ provides work for thousands more in the 
production of great tonnages of coal and hmestone, pays large sums for freight to the 
railroads, supplies to the &rmers in the form of driea beet pulp a considerable part of 
their cattle food requirements, and produces large quantities of molasses, the base for 
the production of denatured alcohol. And, to a lesser extent, winter food for grazing 
stock is pro\-ided by the beet tope, and by-products fumifdi vsJuable fertilizers. The 
present duty on sugar still gives to the Cuban producers a preferential rate of duty into 
the United States, which assures them a market here for such large amounts of addi- 
tional sugar as we require, at prices materially higher than they can get in the open 
markets of the world. The duty to these oth'er foreign markets should, we believe, 
be fixed at 2 cents. 

Thd Republican Party has repeatedly promised fair protection to American indufl- 
tries, and there are facts and statistics on record in Washington filling many volumee 
showing that the beet sugar industry must have the amount of protection asked for if 
it is to continue to exist. 

The beet sugar industry in Michigan and the Middle West was established throu^ 
the efforts of the United States Government. Its development followed the call <rf 
James A. Wilson, former Secretary of Agriculture, whose zeal for this project of the 
department led to personal appeals made by the Secretary to investing citizens and 
fanners of the country. In response to this earnest solicitation on behalf of the Govern- 
ment, and because of promised aid in the form of a tariff, monev was subscribed, ^e 
plants were built, ana extensive sugar beet farming in the Middle West cultivated. 
The part played by the Government in furthering sugar beet culture, and its recog- 
nition of the public advantage involved, is a matter of record in the files of the Depart- 
ment of Agnculture. Will the Government desert the industry which it has oeen 
instnimental in building up? If so, the end is at hand. 

STATEMENT OF GEOBGE W. McCOBMICK; GENERAL MANAGER, 
MENOMINEE BIVEB SXTGAB CO., MENOMINEE, MICH. 

The Chairman. Will you state your name to the committee ? 

Mr. McCoRMicK. My name is Geoi^e W. McCormick. 

The Chairman. Mr. McCormick, will you state your business ? 

Mr. McCormick. Manufacturer of beet sugar, Menominee, Mich. 

The Chairman. Your concern is located tnere, is it ? 

Mr. McCormick. Yes, sir. 

The Chairman. Are you in operation now ? 

Mr. McCormick. We are. 

The Chairman. On full capacity ? 

Mr. McCormick. When we are operating the factory we run full 
capacity. 

The Chairman. Now ? 

Mr. McCormick. We have just finished the cutting of beets for 
the season. 

The Chairman. All right. You may proceed, Mr. McCormick. 

Mr. McCormick. Mr. Chairman and gentlemen of the committee, 
I don't want to give you any long history. I want to cover this 
subject, the pith of iL in as few words as I can. 

In the first place, 1 want to state the condition of the beet-siigar 
industry to-day. There are about 43 companies operating. Tiie 
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condition of 60 per cent of those companies is that if they were 
called upon to settle to-morrow or to-day they could not do it. 

The Ohaibman. Is that not true of almost every concern in the 
United States? 

Mr. McCoBMiCK. It is probably true of some of them, Mr. Chairman. 

Senator Smoot. If there was a settlement they would not have 
anvthing left. 

Mr. McCoBKiOK. I mean by that statement that it would not 
only wipe out all of their quick assets, but if there was a mortgage on 
their plants, if their plants were sold out, it would not cover the 
indebtedness. 

That condition of the beet-sugar industry is not exactly the result 
of what is conunonly spoken of as the declme during the reconstruc- 
tion after the war. The beet-sugar industry of the United States 
finds itself to-day in the most cntical condition in its history. It 
stands on the verge of disaster. Tliere is not a beet-sugar factory in 
any one of the 17 States in which this industry is established that 
did not take a staggering loss on the crop of sugar produced in 
1920. They had contracted with the farmers for their beets at 
the highest prices ever paid, induced by the prevailing high price of 
sugar at the time these contracts were made with the farmers. 
Tlu*oughout the year 1920 every supply for the operation of their 
plants cost them peak prices, and the labor employed was paid cor- 
respon^iingly high wages, the highest ever paid m the history of the 
country. 

The Chairman. What do you mean by '* the highest ever paid in 
the history of the coimtry" } 

Mr. HoCoRMiCE. The wages paid in the year 1920, Mr. Chairman. 

The Chairman. Do you mean to say they paid higher wages than 
any other form of industry ? 

Mr. MoCoRMiOK. No. I mean that the scale of wages paid that 
year in the sugar-beet industry was higher than the scale of wages 
ever paid before. I am speaking of the sugar industry as a whole 
in that respect. 

The Chairman. Higher than previous years in that particular 
industry ? 

Mr. McOoRMiCE. Yes; higher than previous years in that particu- 
lar industry, due to the fact that there were higher wages prevailing 
in all industries than had prevailed heretofore. 

Now, by the time the sugar from that crop was made we found 
ourselves m a peculiar position. The prices had slumped to a mere 
fraction of what they nad been, and the market was demoralized 
and glutted with foreign sugars from every part of the world. We 
had predicated the cost of our beets, the price of our beets to the 
farmers, on prevailing prices of suear at the time the contracts were 
made. When the sugar was made from that crop we found our- 
selves in that situation, as I say, that the price had slumped to a 
mere fraction of what it had been, and the market was demoralized 
and glutted with foreign sugars from every part of the world. I want 
to emphasize that point, that the market was demoralized and 
glutted with foreign sugars from every part of the world. The result 
was that beet sugar had to be sold at from S2 to S4 per hundred 
pounds below the actual cost of production. In fact, within 12 
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months from the time the 1920 crop came onto the market there 
had biBcn wiped out and lost to the industry, as nearly as we can 
compute it from the facts at hand, $60,000,000, or one-third of the 
entire investment in the beet-sugar industry in the United States. 

Referring particularly to the mdividual companies, I want to say 
that before the year 1920 the beet-sugar factories of the United 
States were imiversally in sound financial condition and had siiffi- 
cient working capital, but in the operation of the business that year 
in a number of cases their surplus and working capital was wiped out, 
in some cases their capital was impaired, and a few were so disabled 
by their loss that they were compelled to close their factories and 
cease to operate in the year 1921. 

Then we come to the crop of 1921, the one just being made. While 
the companies were in the condition before stated, they had hopes 
that a better result would be obtained this year and that they might 
possibly recoup their losses, but instead costs of production were not 
reduced as much as we had hoped, and the price of sugar dropped 
stUl lower until to-day over 50 per cent of the beet-sugar companies 
of this country are in very serious financial straits. In order to meet 
the beet pay roll — that is, in order to pay the farmers for the beets 
they raised, and God knows the farmers need what money they can 
get this year — these sugar companies were obliged to exhaust every 
means at their command to borrow sufficient funds to pay for these 
beets and for the operating expenses of their factories. They ex- 
hausted their credit at the banks, they borrowed money on their 
sugar against warehouse receipts, they have mortgaged their plants, 
and in some instances were finally obliged to apply to the War 
Finance Corporation for a loan in order to meet their farmers' pay 
rolls. The fact of the matter is, gentlemen, there are certain beet- 
sugar companies that have not yet been able to raise sufficient funds 
to pay the farmers for their beets for the pay roUs that were due on 
the 15 th of November. 

Senator Calder. Will the witness permit a question ? Has he re- 
quested to be permitted to proceed without interruption ? 

The Chairman. I have not heard any such request. 

Senator Calder. You are harvesting and marketing vour crop 
under the emergency tariff law now in effect, are you not f Do you 
understand my question ? 

Mr. McCoRMiCK. Yes, sir; I do. I do not know who you are. 

Senator Calder. I am Senator Calder, of New York. 

Mr. McCoRMiCK. I beg your pardon, Senator. I am glad to know 
you. I will be very glad to answer your question. 

Senator Calder. You are marketmg your crop this year under the 
emergency tariff law ? 

Mr. McCoRMicK. Yes, sir. 

Senator Calder. That gives you the same rate as the Fordney 
measure now pending before this conmiittee ? 

Mr. McCoRMiCK. it is the same. 

Senator Calder. And jou have difficulty living under that law t 

Mr. McCoRMiCK. Yes, sir. 

Senator Calder. Then how do you expect to continue without a 
greater tariff than that bill provides ? 

Mr. McCoRMiCK. That is what we are going to ask you for. 
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Senator Calder. You are going to ask for even more than that ? 

Mr. McCoRMiOK. Most assuredly; yes, sir. 

Senator Calder. Your statement indicated that you would want 
a ^eat deal more than that. 

Mr. McCoRMiOK. We certainly are entitled to more than that. 

Senator Calder. I would like you to develop that as you go along. 

Mr. McCoRMiCK. That is what I am trying to do. 

Senator Calder. I would like you to develop how you hope to 
exist under the tariff the House gives you if the conditions are as bad 
as you have indicated in your statement. 

Mr. McCoRMiCK. I will be glad to develop that. 

The Chairman. Do you want a complete embargo on the importa- 
tion of sugar ? 

Mr. McCoRMiCK. We are not asking that, Mr. Chairman. 

For your information particularly, Senator, I want to call your 
attention to the matter of costs this year. We have a quoted price of 
$4.80 per hundred pounds for granulated beet sugar to-day. This is 
the condition we are facing. Cuba is holding about a milUon and a 
quarter tons of sugar over from last year's crop and, it is commonly 
reported, is threatening to have that sugar thrown on the market at 
a cent a pound. The quoted price to-day on that raw sugar, freight 

£aid, dehvered at New York, and sold in the months of January and 
[arch, is 2 cents a pound. If that sugar comes on the market at that 
price it will mean a dollar decline in the price of refined sugar from the 
present quotation, which would mean that beet sugar would be sold at 
$3.80. That is the condition we are facing, Senator, and for which 
we are hoping some remedy. 

Senator Smoot. The Government has advanced 4 cents a pound on 
it to pay the farmers for their beets. There is not a sugar factory in 
the Umted States that could have paid the farmers without that 
advance. 

Senator Calder. Who has advanced that ? 
Senator Smoot. The War Finance Corporation. 
Mr. McCoRMiCK. The price has already declined to $4.80, and there 
is not over 25 per cent of the -beet-sugar production of last year's 
crop marketed up to this time. Therefore, we are left with three- 
fourths of our crop on hand, threatened with a $3.80 price, which is 
below the price that our own Government, the War Finance Corpora- 
tion at least, has deemed a safe price to advance money on. 

Now, about the matter of costs of this particular crop, which we 
took care to ascertain from a number of the companies — m fact, 16 of 
them. The average cost of producing beet sugar from this crop, as 
estimated by 16 of the lai^est and most efficient factories, is $5.09 per 
hundred pounds, while in the territory east of the Missouri River, 
where most unfavorable weather conditions prevailed this year, the 
average cost is over $6 per hundred pounds. 

We are not going to ask you gentlemen to rive us a tariff to coyer 
weather conditions. That unfavorable weather condition prevailed 
in the eastern territory, and is not an average condition. We are 
willing to stand on the avera^ge. 

Now, if the 16 most efficient factories have a cost of $5.09 per 
hundred pounds for this year's crop, and the price to-day is $4.80, 
and we have three-fourths of our crop on hand, it is not gomg to take 



Digitized by VjOOQLC 



2280 TAKIFF HEARINGS. 

a very capable statistician to figure out the answer from the stand- 
point of profit and loss on this crop. 

Now, if the beet-sugar companies are to operate in the year 1922 
they must be ready to go before the farmers with their contracts for 
beets for next year in ftie month of January. They must solicit the 
acreage from the farmers. At that time they must fix the price which 
they are to pay the farmers for next year's crop. I want' to ask you, 
nuder present conditions and with the prospect as it stands, how can 
these beet-sugar companies proceed ana make the price to the farmers 
'}£ finance another year's operations? A few of the larger and 
stronger companies may be able to do it, but it is no exaggeration to 
say that 50 per cent oi the companies can not and will not proceed, 
but will remain idle. 

I do not want to give this committee the impression that we do not 
expect to make sugar for less money than $5.09 per 100 pounds in 
the coming jear. We do expect to. We are coming down a little 
off of the mil in the cost of production. While we do not expect 
labor in this country to get down to the prewar level, we do know 
that it has been very considerably reduced. We know that the 
railroad freight rates of to-day in our area are from 70 per cent to 80 
per cent higher than they were in prewar times. As the raw material 
IS bulky, our freight charges are very heavy. We do anticipate a 
lower freight rate for next year. 

We have one factor that we do not hope to reduce in our cost sheet, 
and that is our taxes. There is not a municipality, county, State, or 
even the Federal Government tax that is not to-day double and in 
some cases treble what they were before. That is one item that we 
can not reduce, and that was due to the fact that the United States 
was in a war which our competitor, Cuba, was not in, and we have a 
tremendous war debt — State, county, and National — diat has to be 
paid. Every industry in the United States has to pay its share of that 
debt, and the beet-sugar industry if it continues has got to pay its 
part of it. That is an irreducible item in our expense sheet. 

Another item that we can not reduce is this: The interest on bonds 
that we have already been forced ta issue. With the wiping out of 
our working capital and surplus, every beet-sugar company has had 
to borrow more heavily than it did before. The interest charge is 

foing to be an increasing item on our expense sheet. However, we 
expect to produce sugar at a lower cost the coming year than we 
have this past year, if we operate. 

Senator, this condition of the domestic beet-sugar industry has 
been brought about by the importation of sugar from foreign coun- 
tries, a matter over which we have no control. We must, therefore, 
ask relief from the only source possible, and that is the Congress of 
the United States. The relief, it it is to be given, must be given soon 
or a large number of the factories can not operate another year. 

Now, we listened yesterday to the plea before this committee of a 
foreign nation for relief for her sugar industry. The reUrf asked for 
is a reduction in our present tarijtt on sugar, which if granted prac- 
tically spells annihilation of the beet-sugar industry of the United 
States. Therefore, with these two interests coming before you, it 
resolves itself into a question of whether your action, after you have 
given consideration to the subject, is going to be to grant the relief to 
a foreign industry or whether you are going to grant rehrf to the 
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domestic indiMtry that will permit it to live— one or the other. There 
is no reason in our judgment why both industries should not live. 
Whose'plea will Congress heed; that of Cuba, a foreign nation, or that 
of the domestic beet-sugar industry? Right here I can make no 
statement that is more pertinent to the question than to quote the 
words of President Harding, in his annual message to Congress on 
December 7 last, when he says: 

Sensible of every obllgatioix of humanity, conunerce and finance, linked as they 
are in the present world condition, it is not to be argued that we need destroy otireelyes 
to be helpful to others. 

A few sentences further he makes this statement: 

It is not an unworthy selfishness to seek to save ourselves where the processes of 
that salvation are not only not denied to others but commended to them. We seek 
to undermine for others no industry by which they subsist; we are obli^ted to per- 
mit the undermining d none of our own which make for employment and maintained 
activities. 

If that is the policy to be pursued by the American Congress the 
beetHsugar industry needs no advocate of its cause in Wasnington; 
except to state the conditions as they are. 

Through a well-oi^anized propaganda there has been created a 
considerable sentiment in this country that something should be 
done to help Cuba in her present plight. Those interested in this 
propaganda are advancing the claim tnat Cuba responded so noblj 
durmg the war in increasmg her production of su^ar and selling it 
at a reasonable price agreed upon between herself and the amed 
governments. 

Another reason which they advance is that there are many millions 
of dollars of American capital invested in the. sugar industry of Cuba. 
But in the ailments sent out to Members of Confess, to the press, 
to manufacturers, to merchants, and to the libraries oi this country 
they do not rest their case on what they did, but they make an in- 
sidious attack on the beet-sugar industry of this countiy, with the 
hope that they may create si2£cient sentiment to lead Congress to 
enact legislation wnich will, within a fewyears, utterly destroy 
this great domestic agricultural industry. They go on to show the 
deplorable condition which Cuba is in to-day, and while they do not 
prmt it they make thinly veiled threats that unless they get what 
thev are askmg for a revolution will result in Cuba, the United States 
will be obliged to intervene, annexation will be the inevitable result, 
and America will have another little brown brother on her hands. 

Let us look the facts in the face. Let us briefly review the records 
and the justice of the claims before the American people of the Cuban 
interests on the one hand and the domestic sugar mdustry on the 
other. 

Let us first take the record of the domestic sugar industry. In 
1897 our Government, after a careful investigation of the beet-sugar 
industry in foreign countries and its beneficial effect on agriculture, 
determmed to have that industry established in the United States. 
A campaign of education among the farmers and business men of 
the country was made. There was included in the Dingley tariff 
a duty of $1.68^ a hundred on foreign sugar entering this country. 
Through the efforts of Secretary Wilson in his educational campaign 
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among farmers and business men beet-sugar factories were built and 
farmers began to grow sugar beets. 

The domestic t^et-sugar industry, which at that time was practi- 
cally nothing, has grown until to-aay American capital has invested 
in round nunabers $190,000,000 in beet-sugar factories and equipment; 
last year 880,000 acres of American farms were planted to sugar beets, 
100,000 American farmers were engaged in sugar-beet culture, ap- 

{)roximately 85,000 laborers were engaged in the beet fields, and 35,000 
aborers were engaged in the operation of the factories. There was 
produced from these American farms and manufactured in these 
American factories approximately 1,000,000 tons of standard 
granulated beet sugar, or 25 per cent of the total sugar consumption 
of the United States. The nimiber of factories has increased from 
6 in 1897 to 106 in 1921, and these factories are not located in the 
large cities and congested centers of population but are located in 
the affricultural areas of 17 States of the Union, and they are attract- 
ing laborers and others farmward, one of the very things our Presi- 
dent in his message is asking that some action be taken toward 
accomplishing. 

The number of factories has increased, as I stated, to 106, and 
during that period since 1897 the American people have been provided 
with a supply of sugar at reasonable prices, with the exception of the 
year 1920. 

These facts alone argue the wisdom of the steps taken by our 
Government to establish this industry. Let us follow this a little. 

The World War came in 1914, and immediatelv over one-third of 
the world's production of sugar was hemmed in from export by the 
allied armies. The ^eat sugar-importing nations of Europe turned 
to the Western Hemisphere, the nearest point of supply, to secure 
their sugar, creating an unprecedented demand and higher prices for 
this conunodity. 

When the United States entered the war in 1917 Mr. Hoover 
was appointed Food Administrator, and one of his first acts was to 
mobihze the food resources of the United States. Several confer- 
ences were held in Washington between Mr. Hoover and the repre- 
sentatives of different food-producing industries, but the beet-sugar 
manufacturers were the first to voluntarily place in his hands die 
entire product of their factories at an agreed price of 7.25 cents per 

{)ound, when the New York wholesale pnce of imported cane granu- 
ated sugar was 9 cents per pound. The control of the price and dis- 
tribution of this large amount of domestic sugar served nim well as a 
leverage by which he was able to induce Cuba to accept a reasonable 
price JOT that quantity of their sugar imported into this country. 

The food administration fixed the price of beet sugar throughout 
the wer, and for a year and a half after the close of the war price 
restrictions were placed upon the domestic beet-sugar product by the 
Attorney General, acting as food administrator. By reason oi the 
action of the domestic beet-sugar industry the people of America 
during the war obtained their supply of sugar at a lower price than 
any other country in the world, and at no time did the oeet-sugar 
industry obtain more than a modest profit on its commodity. 

This is the record of an American industry, within the confines of 
our own country, at all times subject to the laws and regulations and 
needs of our people. 



Digitized by 



Google 



SUGAB^ MOLASSES^ AND MANTJFACTUBES OF. 2283 

Let us look at Cuba's record, putting forth the claim she has, and 
see what she has done and what we have done for her. 

In 1898 she was producing 350,000 tons of sugar. Her people 
were starving, ragged, fighting for liberty against an oppressor. 
America sent her Armv and Navy, drove out the oppressor, and set 
her free. We established her Government, estabhslied her schools, 
cleaned up her cities, organized her militia, furnished capital to a 
considerable dep-ee to start her industries, and we stood by and 
steadied her on her feet imtil she was able to take care of herself. 

In 1903 we entered into a commercial treaty with Cuba whereby 
we agreed to give her a discount of 20 per cent oflF our regular tariff 
duties on all her exports to the United States. We have 110,000,000 
people to furnish a markeft for her, and she has less than 3,000,000 
to supply a market for us — a pretty good bargain. 

Senator Calder. Will you tell the committee what amoimt was 
imported from our coimtry into Cuba ? Have you that figure ? 
Mr. McCoRMiOK. Yes. May I take that when I come to it? 
Senator Calder. Yes. 

Senator McCumber. That was given yesterday and is in the record. 
Senator Smoot. Yes; the highest in her history. 
Senator McCumber. It was gone into in detail. 
Senator Smoot. It is all in the record. 
Senator Calder. You will come to it later ? 
Mr. McCoRMiCK. Yes; I will come to it later. 
By this action we gave her practically a monopoly of the American 
market against aU other foreign sugars, and by this preferential 
treatment she has prospered as few other nations have, and the 
phenomenal growth of her sugar industry is a matter of history. 

Throughout the war Cuba sent none of her sons to foreign shores 
to fiffht, and with no war industries to absorb her labor the planting 
of additional thousands of acres in cane and the building of new sugar 
factories assumed a mad race, and many American capitalists, lured 
by the vast war-time profits, rushed in and invested tens of millions of 
dollars in her sugar factories new and -old. It is claimed that Cuba 
is entitled to special recognition because of the fact that she increased 
her sugar production in order to supply the Allies with this necessary 
conunodity, but it can not be doubted that the spirit of pecuniary 
profit entered into the equation at the same time. 

Cuba boasts loudly that on July 31, 1919, she so generously offered 
the then forthcoming crop of sugar to the United States Sugar 
Equalization Board at 6i cents a pound. That came out yesterday. 
Let me call your attention to the fact that the prevailing price of 
raw sugar on the very day that she made that magnanimous offer 
was 5i cents per pound i. o. b. Cuba, which is a mere matter of 
SI a hundred pounds, and she produced that year 3,730,000 tons 
of sugar. Multiply that at your leisure and see what it amounts 
to. It was a ve^ modest demand. 

But as a strong argument she claims she came up here and 
offered that. Our Government somehow did not see fit to accept 
that offer, and in September, when aU restrictions were removed on 
sugar so far as Cuba 'was concerned, the offer was withdrawn. 
From that day on we see the price of suffar going up. 

In September, 1919, all war control ana restrictions were removed 
from Cuban sugar. The trade routes and markets of the world 
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were opened for her to sell her crop to the highest bidder, and the 
Cubans were auick to take advantage of the opportunity. At that 
time the f . o. d. New York price of Cuban raw sugar was 6.88 cents 
per pound. But from that time on the prices began to rise rapidly, 
until by the middle of December they were selling their raw sugar at 
12i cents per pound f. o. b. New York. In April lollowing, when the 
supply of domestic beet sugar was practically exhausted and they saw 
no other competition, the price of Cuban raws rose by leaps and 
bounds, and in May, 1920, they put their price up to me unprece- 
dented figure of 22 J cents per pound f . o. b. New York. Keep in mind, 
gentlemeUj this was the same sugar which they had so magnani- 
mously offered to the United States Sugar Equalization Board in 
July, 1919, at 6i cents per poimd. The wholesale price of this sugar 
in refined form f. o. b. New York reached 26i cents per pound, and 
the American housewife was forced to pay from 30 to 36 cents per 
pound, and was unable to secure even at this price an adequate 
supply. 

Senator Calder. Did the beet-sugar price follow the Cuban price 
up at that same time ? 

Mr. McCoRMioK. I am glad you asked that question. It is a 
pleasure to answer you. 

The beet-sugar price was restricted by the Attorney General of the 
United States m tne early part of November^ 1919, and that restric- 
tion stayed on imtil that crop was sold — that is, the beet-sugar crop- 
but there was no restriction put upon the price of imported siqjar 
into the United States. As an illustration, Senator, in November of 
1919 I was selling sugar at IH cents a poimd, standard granulated 
beet sugar, when Brazilian raw su^ar darker than your hat, as the 
saying goes, was offered for sale in New York at from 14 to 16 cents 
a pound. Does that answer your question ? 

Senator Caxder. Do I imderstand your price was restricted by 
arrangement with the Equalization Board at that time ? 

Mr. McCoRMiCK. No. Let me make this clear. The Attorney 
General of the United States was appointed food administrator, and 
under him the price of domestic sugar was restricted first to 10^ cents, 
later 1 think it was 11, and finally the highest price at which he per- 
mitted the beet-sugar industry to sell its sugar was 12 cents. That 
is a matter of record. 

Senator Calder. At the same time, do I imderstand Louisiana 
sugar was being sold at from 17 to 18 cents ? 

Mr. McCoRMiCK. Yes. sir; that is true. 

Senator Calder. And you were required to sell your sugar for 12 
cents while they were getting 17 ? 

Mr. McCoRMicK. That is true. 

Senator Calder. The same sugar ? 

Mr. McCoRMicK. No; one is cane sugar and the other is beet sugar. 

Senator Calder. As far as the public was concerned was it the 
same? 

Mr. McCoRMiCK. As far as the pubUc was concerned I would say 
that one was absolutely the same as the other. 

Senator Calder. The beet-sugar men were very magnanimous ? 

Mr. McCoRMiCK. We were not magnanimous. We were compelled 
by the Attorney General of the United States in that particular in- 
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stance, through that restriction, to the lOi-cent price which he first 
fixed. 

Senator McCumber. The Attorney General had power to fix the 
price t 
Mr. McCoRMioK. Yes. 

Senator MoCumber. Has he not equal power to fix the price on 
the imported sugar ? 

Mr. McCoRMioK. One was a matter of local regulation within the 
confines of the United States and the other seemed to be a matter 
pertaining to importation, which, I believe, is usually governed by 
the tariff. 

Senator McCumber. It is with respect to importations, but you 
w^e not governed by a tariff. You were governed by a rule con- 
cerning the sale withm the United States, if the Attomev General 
had authority to fix the price of sale of domestic sugar in tne United 
States, did he not have the same authority to fix the price for any 
imported sugar which should be sold in the United States ? 
, Senator Smoot. Mr. McCormick, may I suggest that the Attorney 
G^ieral was acting^ under an act of Congress U> prevent profiteering. 
The practice was for the beet-sugar manufacturer to sell his sugar,' 
and mat was restricted, as you have said, first to 10^ cents, then 11 
cents, and then to the highest price of 12 cents, acting under that 
law; but when Cuba sold her sugar to American refiners at 22 cents a 
pound there was no profiteering in it, and the law did not affect 
them at all. I know of cases where beet sugar was bought at 10^ 
cents and sold nearly twenty times without even handling the sugar 
or removing it from the car, and it was not profiteering in each of the 
transactions because it was within a reasonable amount of profit. 
Of course, finally, the price reached almost what the Cuban sugar 
price reached. 

Senator McCumber, In other words, the construction the Senator 
would give of that law was that it provided or permitted the Attorney 
General to prevent profiteering by people in the United States, but 
it did not prevent profiteering of citizens of the United States who 
had their holdings m a foreign country and brought their product 
into this country. I could hardly give it that construction. 

Senator Smoot. It was declared unconstitutional by the Supreme 
Court of the United States. 

Senator Calder. Senator Smooths statement seems to indicate 
that the beet-sugarproduct sold at a higher price than the Cuban. 

Senator Smoot. The candy manufacturers of the United States 
made all kinds of offers to get it. They thought there was a shortage 
of sugar, as so many people testified there was a shortage of sugar m 
the world. I know candy manufacturers who offered our people out 
West prices of 8 and 9 and 10 cents higher than the Attorney General 
would allow it to be sold, but they could not sell it. They abided 
by the law. 

Senator McLean. Did I understand Mr. McCormick to say Louisi- 
ana sugar sold at 17 cents, and at the same time beet sugar was 
selling at 12 cents that was produced in the United States ? 

Senator Smoot. I will teli you why that was. I know what was 
stated on the floor of the Senate. When the Attorney . General 
authorized the sale of the sugar made from cane in the South an 
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investigation showed they were not profiteering when they were 
selling their sugar at 17 and 18 cents. The Senator from Louisiana 
is here and can explain it in detail. 

Senator Galder. I do not understand why the beet-sugar people 
permitted that to continue, when they were kept down to 11^ and 12 
cents and the cane-sugar people were selling at 17 and 18 practically 
the same product. 

Senator Smoot. Senator Calder, if you remember, I do not think 
there was a week passed during that time but what that very question 
was called to the attention of the Senate and of the country, but it 
was not profiteering under the law if you made no more than a certain 
percentage upon a transaction. 

Senator McLean, Under the law as interpreted by a Democratic 
Attorney General. 

Senator Smoot. It happened to be a Democratic Attorney General 
at the time. 

Senator McLean. You say the Supreme Court declared it uncon- 
stitutional ? 

Senator Smoot. Yes; it was declared imconstitutional by the Su- 
preme Court of the United States. 

Senator Calder. What I am trying to ascertain is this: Men in 
business make as large a profit as tney can, in every line of business. 
A man gets all he can for the thing he produces. Is it a fact that the 
people mterested in your product were making and selling their 
product for 12 cents a poimd ? It seems to me that would leave them 
with a considerable profit from the sale of sugar. Is it fair to assimie 
that every other man interested in importmg sugar was violating 
every decent rule in asking enormous prices ? 

Mr. McCoRMiCK. Senator, it seems to me the question has already 
been answered. However, we were within the United Stat^, and 
even if we had the greedy appetite to do it we could not have violated 
the rules and restnctions of the Department of Justice. The Cuban 
sugar which came in here was not imder those rules and restrictions, 
but was sold to American refineries at the top high price. Wo coidd 
not have helped ourselves if we had wanted to. We did present our 
case, and they did advance the price from 10^ to 11 and then 12. 

Senator Smoot. Senator Calaer, I want to call your attention to 
the fact that there was an agreement between the beet growers and 
the Food Administration as to what the manufacturers should pay 
for the beets. 

Senator Calder. It seems from the statements that have been 
made that there were diflFerent prices for beet sugar, Louisiana sugar, 
and Cuban sugar. I do not imderstand how that could be, because 
we paid the same price for all three. 

Mr. McCoRMiCK. Pardon me. Senator, you come from New York? 

Senator Calder. Yes. 

Mr. McCoRMiCK. The only beet sugar that went to New York was 
what Mr. Hoover asked us imder great stress, under a condition of 
famine, to send down to help out you poor fellows in New York and 
give jovL a little sugar for your coffee, when the great Cuban trade did 
not give you enough. 

Senator Calder. But we had to pay the same price for it when we 
got it. 

Senator Smoot. No. 
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Senator Calder. The housewives tell me so. They protested 
against it as robbingthe people who had to use it every day. 

Mr. McCoRMiCK. rardon me. Your memory and the facts do not 
seem to agree. The price was made by the Food Administration. 

Senator McCumber. While we were paying 30 and 35 cents a pound 
for imported sugar ait retail, do you mean to tell me the home product 
was sold for a much less price at retail ? 

Mr. MoCoRMiOE. That is not exactly the case, Senator. 

Senator McCumber. That is the pomt I am getting at. While the 
Food Administration cut down the price of. the producer, it did not 
help the consumer any, because the consumer was still paying the 
price fixed by the high price of the imported sugar. Is that right ? 

Mr. McCoRMiCK. Let me just explam. I am talking now about the 
period of these high prices m the year 1920. 

Senator McCumber. Yes. 

Mr. McCoRMiCK. Up until April of 1920 beet sugar was on the 
market in the Middle West, not m the Atlantic Seaboard States, and 
our beet sugar was sold at not to exceed 12 cents a pound to the 
wholesale grocers. As soon as that beet sugar was practically ex- 
hausted, in^ch was along in April, the record shows tnat the Ouban 
raws shot up from about 12J cents — I haven't the exact figures before 
me — to 22i cents, after competition was removed. We could not 
sell beet sugar for any more than 12 cents a pound. 

Senator McCumber. When you were selling beet sugar at 12 cents 
a poimd — that means^ of course, the granulated sugar ? 

Mr. McCoRMiCK. Yes, sir. 

Senator McCumber. What was raw sugar bringing — imported 
su^ar? 

Mr. McCoRMiOK. In December, 1919, raw sugar was quoted, de- 
livered in New York, at 12^ cents. The fact is that Brazilian sugar 
was sold in New York at 14 to 16 cents; but we were not allowed to sell 
our standard granulated sugar for domestic use at over 12. 

Senator McCumber. After that imported sugar was refined and 
put on the market, what did it sell for ? 

Mr. McCoRMiCK. That 12i-cent sugar ? 

Senator McCumber. Yes. 

Mr. McCoRMiCK. I can easily give you those figures in a short time. 

Senator McCumber. Do you not laiow about what it was sold for ? 
I am not particular within a cent or a half cent. 

Mr. McCoRMiCK. Do you recall, Mr. Hathaway ? 

Mr. F. R. Hathaway. The Equalization Board drew a line of 
demarcation across the coimtry. West of that line cane sugar was 
not permitted; east of it the market was supplied by cane sugar. 
That sugar went up to the price Mr. McCormick has suggested. The 
r^ulations of the Government provided the charge whicn the whole- 
saler and retailer might make. 

Senator McCumber. Then he fixed a different price for beet sugar 
in the beet-sugar section and cane sugar in the eastern section. 

Mr. Hathaway. Yes. Dm^ing the time Mr. McCormick has stated 
the retailer was selling beet sugar throughout that district at about 
14 or 15 cents a pound. At that time the Equahzation Board called 
on the beet-sugar people to supply a certain amount of sugar for the 
territory east of BuflFalo and Pittsburgh. You had run out of siigar 
down there. You were using foreign sugar. That raw-sugar price 
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could not be r^ulated under the United States statute. After it was 
brought in here the price the refiner mi^ht charge, the additional price 
which the refiner, wnolesaler, and retailer might charge, could be rega- 
lated, but the price of the raw sugar could not be regulated. Wfile 
the people in our good section of the coxmtry bought beet sugar at a 
retail price of 15 cents, you were paying 25 and 30 cents, because you 
were dealing with the foreigners. 

You ran out of sugar. The Equalization Board called on us to 
supply you with sugar. I shipped most of that sugar mysdf . I fur- 
nished that sugar at 10^ cents. The Eoualization Board took that 
su^ar and made 1 cent a pound profit. They permitted me, when I 
sold it at lOi c^its, to make one-naif cent a poimd profit. ITiey sold 
it at 1 cent a pound profit. It went to the wholesale grocer in your 
section of the coimtry at Hi cents. The wholesaler was charged 
with the distribution of that particular amount of sugar, and that 
sugar went at a correspondingly low price to the ultimate consume^; 
but the amoimt that could be spared to liquidate your condition in 
the east was yery small. 

I wish to assure you, sir, that after the beet sugar went oflf the 
market — and all of our sugar went into consumption hj April — ^by 
tiiat time the imported raw foreign sugar supplied the entire country, 
and the price of the imported sugar was about 23 cents. Then your 
price of refined sugar throughout the entire country was based on 
that 23 cents, or 23^ cents for the raw sugar. 

Speaking of my own company, the largest manufacturer of su^ 
east of the Mississippi River, we sold no sugar at any time durmg 
Government control above the exact price they fixed. Oxur average 
price for the entire crop, during the period when the Cubans were 
getting 23^ cents and when American refiners were paying that price 
for the raw siL?ar, our average price was SIX. 89 a hundred. 

S^iator McCuMBBR. That covers my question quite thoroughly. 

Senator Caldeb. It is a fact that in the part of the country wnere 
I reside we did not ^t your sugar any cheaper than the Cuban sugar. 

Mr. Hathaway. The sugar that was shipped into this section of 
the coimtry went principafly to Pittsbu^h, the line of demarcation 
was a boimdary line between Ohio and rennsylvania, drawn by the 
Equalization Boards The sugar that was shipped by us went to two 
markets. One of them was Pittsburgh. In otner words, the 
Equalization Board was reUeving that portion of the territory nearest 
the boundary line with beet suear. The second shipment went to 
Baltimore. That was reaching down to the SoutJi. The third ship- 
ment went into New England. We did not ship any direct to New 
York City. 

Senator Calder. I was quite sure we did not get any of it. 

Mr. Hathaway. We did ship two or three carloads to Philadelphicf. 

Mr. Frank C. Lowry. I was a member of the Equalization Board. 
May I make a short statement ? 

Senator McCumber. If you desire. 

Mr. Lowry. The EquaUzation Board was going out of business 
on the 1st of January, and that crop of Cuban sugar did not come in 
until after that time. There was a shortage of sugar in the East, 
the Cuban crop having been used up. We called upon the beet-sugar 
people to try to let us have 100,000 tons that we could ship east of 
rittsburgh and Buffalo. Up to that time the line had been drawn at 
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Pittsburgh and Buffalo. We wanted 100,000 tons to come east of 
there. 

I think one point has been confused in your minds. Until January 
1 the Equalization Board was handling ail of the cane sugar used in 
the East and was seUing it not at 22 cents but at 9 cents, the price 
fixed by the Government. This beet sugar brought into the eastern 
territory was brought in and sold at 10^ cents, higher than the price 
at which cane sugar was then selling, because the cane-sugar price 
of 9 cents was based on the cost of production and the price arranged 
for the Government for the whole crop. 

The price of the beets was arrived at for the new crop, and it was 
a high cost, and I will tell you why it was high. After the 1st of 
January, when the Equalization Board did not control any longer, 
was when we had that debauch, and it was a debauch. 

Senator Smoot. They had control after the 1st of January. As 
far as our sugar was concerned they controlled it. 

Mr. LowEY. The fact was they tried to turn the Attorney General 
into a sugar man over night, and they could not do it. In the early 
part it was controlled, but not complete. 

Senator Smoot. It was coniplete as far as we were concerned. 

About the 1st of January the beet-sugar producers in the West had 

shipped out all of their sugar with the exception of enough to take 

care of their local trade. They had to keep that for the local trade. 

Mr. LowEY, Exactly. 

Senator Smoot. And that is what they did do, no matter what they 
got for it and no matter what conditions may thereafter exist; and 
9ie food control took the same position, that they were in duty 
bound to keep sugar, and did keep it, there in order to supply the 
local trade. 

Mr. LowEY. Exactly. It was after that that the price of Cuban 
sugar went up, and the Porto Rican and Hawaiian sugar went up in 
the same wav, when the whole business went up from $11.33 to $22, 
That is anotner story. 

Senator McCumber. Mr. Lowry's name is down as a witness, and 
we would like to complete the testimony of Mr. McCormick. 

Mr. McCormick. I stated that in May, 1920, they put their price 
of raw sugar up to the unprecedented figure of 22^ cents per pound, 
f . o. b. New York. The wnolesale price of that sugar, in rennea form, 
f . o. b. New York, went to 26^ cents to the wholesale grocer, and by 
the time it got to the American housewife she was paymg from 30 to 
35 cents. As I stated, she was imable to secure an adequate supply 
even at that price. 

Thus, the Cuban sugar manufacturer and the American investor 
in the Cuban sugar industry who sold their sugars at these extor- 
tionate prices reaped a golden harvest of profits beyond their wildest 
dreams. By theu* forcmg sugar to these high prices they mulcted 
the American people out of $588,000,000, a greater 6imount than the 
duty on all imported sugar coming into the United States at 2 cents 
per pound duty would amount to for the next seven years. Cuban 
raw sugar fixes the price of all sugars in the United States. It is not 
a question of comparing how much more they got out of their sugar 
in the United States than they would have gotten if thev had sold at 
6^ cents, but it is a question of comparing how mucn it cost the 
United States on account of their pusning up our prices on all the. 
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raw sugars that were imported into the United States. We find that 
by forcing these prices higher, which they did, instead of our getting 
our supply from tnat country at 6i cents a pound, it cost us something 
like, I think Mr. Lowry just stated, 11 cents. 

Mr. Lowry. Raw? 

Mr. McCoRMiCK. Yes. 

Mr. Lowry. I said Cuban sugar sold at an average price of $11.33. 

Mr. McCoRMiCK. That has been figured up and tnat amounts to a 
matter of $588,000,000 that the American people have been mulcted 
on account of boosting prices beyond all reason. It is a great amount. 
As I say, this $588,000,000 is a greater amount than the duty on all 
imported sugar coming into the United States for seven years at 2 
cents a pound. That was the cost in 1920 of this wild debauch — ^I 
am glad you gave me the word — of our friends from this great island 
who were here yesterday asking for assistance. 

Supinely indifferent to the needs and welfare of the great American 
public, and feeling secure that they possessed all of the sugar avail- 
able for our market, they held back in Cuba a large quantity of sugar 
for even higher prices. Under these conditions, and attracted by the 
mountain-high prices, sugars from every part of the world — ^Egypt, 
India, Germany, Czechoslovakia, China, Japan, in fact from 41 dif- 
ferent countries — were rushed to the United States. 

Senator Smoot. Assisted in every way by the oflScials of the United 
States Government, in order to get it here and break those prices. 

Mr. McCoRMiOK. Yes; to help save the people of the United States. 

Here is an important point. While but 50,000 tons of such sugars, 
unnatural to our market, came here in 1919, 880,000 tons of this full- 
duty-paying sugar were brought into the United States in 1920. 
Here is a chart prepared by the American Sugar Refining Co., which 
shows where it came from and the amount. I will be pleased to leave 
that here. 

While the owners of Cuban sugar thought they controlled the 
whole supply of sugar for this country, they had gone to sleep in 
their dnmken debauch, if you please, to use Mr. Lowry's word. In 
the late summer they woke up and found that their market was being 
taken by sugars from other countries. They woke up, too, with a 
prod from their bankers, who told them to pay their loans, and they 
began to sell sugar. When they started to unload they found other 
sugars were flooding the market, and we find, for instance, a decline 
in these raw sugars from the high price of 22^ or 23^ cents in May 
to 4^ cents in December of the same year. That was the period 
when the beet-sugar manufacturers had to come in and market 
their sugar made in the fall of that year, and we had to market that 
sugar made from beets contracted for at a price based on the high 
price of sugar in January and February and March of the spring 
before. 

If this 880,000 tons of raw sugars not natural to our market had 
not come into this coimtry in 1920, and had Cuba taken advantage 
of her normal markets and offered her sugar at reasonable prices 
she would have no abnormal carry-over of sugar on her hands to- 
day; she would not now be in financial straits, but would be in a 
position to demand a fair price for her product. 

Mark you, gentlemen, tnis was not a surplus of sugars of these 
other countries that came in here. I was in Germany not long ago, 
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and I could not get sugar on the table of the hotels at any of the 
smaller towns that I was in. They did not have it. They nave no 
surplus of sugar in Germany, and yet Germany sent over here in that 
same year 14,000 tons of sugar. Why ? They needed American gold 
worse than they needed German sugar. That is true of a lot of these 
other countries. There was no world's surplus dumped on us from 
the outside, as we well know. 

I say, had Cuba been less CTeedy she would be in a position to 
demand a fair price for her product to-day. In her inordmate greed 
she pulled her house down on her own head and now comes screaming 
to the American Congress to extricate her from the debris. 

This is the record of the sugar industry of a foreign nation from 
which we receive a large part of our sugar supply but which is beyond 
reach of the laws and regulations of our Government and indifferent 
to the necessities of our people. 

Right here, gentlemen of the committee, I want to impress upon 
you that there is a clear distinction between Cuba as a country and the 
owners of the Cuban sugar industry. It is a w;ell-known fact that the 
major part of the sugar mdustry oi that island is owned and controlled 
by Americans, and the men who are now crying out for sympathy and 
assistance from the United States Congress are the very men who 
would ncft put a doUar into the development of the beet-sugar in- 
dustry of tne United States, which they argue is so profitable, but 
went over and invested their money in Cuba, where they could exploit 
thepoor dark-skinned native laborer and make sugar for a trifle. 

These are the same men who in 1920, when tne domestic beet 
sugar was all sold out by the early months of the year, took ad- 
vantage of the situation and advanced their prices outrageously 
to a point where sugar cost the consumer up to 30 cents a pound, 
thus profiteering on the people of the United States to the extent 
of hundreds of millions of doUars. Now, because we have in con- 
trol at Washington the party that believes in protection to Ameri- 
can industry and is assessing against foreign sugar a duty which is 
aimed to equalize the difference in the cost at home and abroad, 
we find these sucrose-Americans whose investments are in a foreign 
country, calling upon our Government for assistance for a foreign 
industry. which, if granted, would exactly spell ruin to the domes- 
tic sugar industry. 

To the judgment of this committee I submit, on the face of the 
experience of 1920, does America wish to maintain a sugar industry 
within the confines of our own territory and maintain competition 
or does she wish to be utterly dependent upon merciless foreigners 
for the supply of one of her greatest necessities of life. 

America wishes to do no injustice to Cuba, and neither does she 
wish to destroy a great domestic agricultural industry. We be- 
lieve that a safe solution of this problem rests with Congress. 

The people of the United States consume approximately 4,000,000 
tons of sugar annually. The domestic beet-sugar industry produces 
approximately 1,000,000 tons and the domestic cane ana insular 
possessions produce another million tons. By reason of the high 
standard of living in this country and the consequent higher wages 
paid, the cost of such sugars preclude them from being marketed 
abroad in competition with tropical cane sugars. Since Cuba has a 
20 per cent preferential in duty on sugars coming into the United 
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States, she naturally supplies the remaining 2,000;000 tons necessary 
to make up the total consumption of our people. 

For all practical purposes, the foreign sugar costs that are neces- 
sary to consider are those in Cuba. "Hie practical Question is, there- 
fore, to ascertain the cost of producing sugar in Cm>a and the cost 
in tne United States and to aetermine therefrom the necessary rate 
of duty to protect the domestic product. As the permanent tariff 
bill will not become effectiye for several months, tne real question 
relates to the costs of production for the beet and cane seasons in 
the fall of 1921. 

The United States Tariff Commission in their report, series No. 9, 
published in 1919, show on page 14 that in the year 1914 the average 
net cost of producing sugar for 45 Cuban factories was SI. 43^ per 
100 poimds, and that the marketing cost, including freight, was 26^ 
cents per 100 pounds, making the factory cost of Uie sugar laid 
down m New York to be $1.70 per 100 poimds. 

I want to say that I have visited m Cuba some of the largest 
factories down there in 1916, and the manager of one of the large 
plants told me at his own dinner table that he could produce and se!i 
at a ^ood fair profit his raw sugar, f. o. b. vessel Cuba, at 2 cents a 

f)Ound. I talked some 90 days ago to a gentleman in New York 
argely interested in the production of raw sugar. He said, " We will 
produce our sugar this year at 1^ cents." I want to call your atten- 
tion to the fact that tne reference in this table of the Tariflf Com- 
mission goes back to 1913 and 1914. Since that time many mills, 
well equipi>ed and modem, have been built in Cuba and are in opera- 
tion, and to-day they are in a position to produce sugar much more 
economically than ever before and at a lower cost. 

The price paid the colonos for cane depends upon the price gf raw 
sugar. The lower the price for such sugar, the less the price paid 
for cane. Aside from tne cost of cane, the principal cost of making 
sugar in Cuba is labor. The price paid for labor in Cuba to-day 
is less than in 1914, the date covered by the above-mentioned Govern- 
ment report. At present Cuban sugar manufacturers are paying 
from 40 cents to 60 cents per day for labor. On the best information 
we have, we are led to believe that Cuba will produce this year and 
sell at a profit at least 2,000,000 tons of su^ar at $2 per 100 poimds. 
The cost of producing beet sugar in the United States is not difiSicult 
to determine. You have got it here in the Tariflf Commission's 
Report durii^ that period, before we had these high taxes, before 
we nad these high railroad rates, before we had these nigh coal prices. 
Those things naturally can not be taken as a measiu'e of our cost 
to-day. I nave stated before the conmiittee that the average cost 
to-day is $5.05 per hundred, from 16 of the largest producing com- 
panies in the United States, and $6 per 100 in me East. I want to 
admit that we believe we can produce sugar cheaper than that next 
year, but since this industry is substantiallv and primarily an agri- 
cultural industry the first item of cost which we must take into 
consideration in the manufacture of beet sugar is the price which 
we must pay our farmers for their beets. You can take the record 
of this commission and see for several years that one thing stands 
out just like a guidepost; that is, that the amount of money which 
we pay the farmers for sugar beets constitutes 55 per cent of Uie 
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average of our cost of producing sugar. The fanner gets 55 cents 
out of every dollar it costs us to make sugar. We know, and I 
don't believe any man will deny it, that if we are to obtain a sufficient 
supply of sugar beets to operate these factories we must pay the 
farmers of the United States at least $6 per ton for the beets. No 
man will argue to tiie contrary. You can ask farm organizations or 
anybody else you care to ask, and you will imdoubtedly get the 
same answer. 

Taking as our basis $6 per ton to the farmer, that represents 55 
per cent of our cost. We follow that through and find that if $6 
IS 55 per cent of the cost of the 233 poimds of extractable sugar we 
obtain per ton of beets paid for the sugar will cost us $4.68 per 100 
pounds. In order for tne sugar companies to pay the $6 it is abso- 
lutely necessary that we should get 5 cents a poimd net fcr our 
sugar, and God knows the difference between $4.68 and $5 is not 
an exorbitant profit. 

I am giving you these figures for the purpose of making you 
realize how we are to determine the amount of tariflF which should 
be assessed against Cuban sugar coming into the United States. 

Senator Dillingham. Will you repeat the statement made about 
the amount of sugar consumed in the United States annually? 

Mr. MoCoRMiCK. About four million tons. 

Senator Dillingham. And Cuba is capable of furnishing one-half 
of that? 

Mr. McCoEMiCK. Cuba, for the last two years, has been producing 
about four miUion tons, or enough to supply our total consumption 
and drive the domestic sugar industry out of business. 

Senator Caldeb. Where has Cuba been sending her sugar other 
than what has been brought here ? 

Mr. McCoRMiOK. It has been going to European countries. I 
haven't a list of the countries. The world's markets are open to 
her, Senator. 

I have stated that it is necessary that the beet-sugar companies 
receive 5 cents a pound in order to pay the farmers $6 a ton for their 
beets. That would mean that cane sugar would be quoted at $5.20. 
Take granulated sugar at $5.20. f. o. b. New York. There is a 
differential of 20 cents a himdrea at which beet sugar is sold below 
ihe cane granulated. 

Now, in order to reach the $5.20 net price for granulated sugar 
f. o. b. New York, I am going to start with the present quotation 
on Cuban raw sugar, namely, $2 per 100 poimds, January-March 
shipment, which is the same as $2.20 in bond price, c. i. f . New York. 
Add $1 as the refiners' margin between raws and refined and we have 
$3.20 as the duty-free New York price for granulated sugar. Sub- 
tract this $3.20 from the $5.20 New York cane price wnich must 
be maintained to enable the beet-sugar producer to secure $5 per 
100 poimds for his product, and we nave $2 as the required duty 
per 100 poimds to be levied against Cuban sugar. 

It is interesting to observe that this same conclusion is reached 
if, starting with a $6 per ton price for beets, we determine the cost 
of production of beet sugar in this country and allow the manufac- 
turer a fair return on his investment. We find that we must sell 
his product at $5 per 100 pounds net cash, and to enable hi m to 
do tnis it is necessary to maintain a $2 duty against Cuba. 
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We base our determination as to the cost of producing beet sugar 
on the well-estabUshed fact that the price paid the farmers for beets 
constitutes 55 per cent of the cost of the sugar. 

Using this as a basis, the formula worlS out as follows: S6 per 
ton of Deets equals 55 per cent of the cost of producing the 233 

J)Oimds of extractable sugar from each ton of beets paid for. There- 
ore, 100 per cent of such cost is $6 divided by 55 per cent, or $10.90. 
Divide $10.90 by 233 and we have $4.68 as the cost of producinjg 
100 pounds of beet sugar when paying $6 per ton for beets. If this 
is sold at $5 per 100 pounds, it leaves a profit of 32 cents per 100 
pounds, certamly a modest margin. 

On tne basis of 2,000,000 tons Cuban crop, the net cost of Cuban 
raws, including a fair profit, is $2 per 100 pounds, f . o. b. Cuba. Add 
20 cents for transportation and insurance to New York and $1 per 
100 as the refiners' margin and $2 for duty, we have $5.20 per 100 
pounds net cash, which will leave the Cuban planter 25 cents per 100 
pounds profit. 

This makes the Cuban's profit 25 cents per 100 pounds on an out- 
put of 2,000,000 tons against a domestic oeet-sugar manufacturer's 
profit of 32 cents per 100 pounds, with sugar selling on a New York 
cane net quotation basis of $5.20 per 100, which is equivalent to a 
$5 net beet quotation. 

I want to say in closing, Mr. Chairman, as a representative of, not 
the biggest producers of oeet sugar in this country, but as a repre- 
sentative, if you please, of what we might call the modest average- 
size company, that $2 per 100 pounds under the conditions that 
Cuba can mane sugar, and under tne conditions under which we must 
make sugar, is the irreducible minimum necessary to enable us to 
continue m business ? 

STATEMENT OF F. R. HATHAWAY, DETROIT, MICH., SECBBTABY- 
TBEASUBEB OF THE MICHIGAN SUGAB CO. 

The Chairman. State your full name for the information of the 
committee. 

Mr. Hathaway. P. R. Hathaway. 

The Chairman. And your residence? 

Mr. Hathaway. Detroit, Mich. 

The Chairman. And your occupation, Mr. Hathaway ? 

Mr. Hathaway. Manufacturer of beet sugar; secretary-treasurer of 
the Michigan Sugar Co. 

The C^iRMAN. Will you proceed in your own way to state your 
views to the committee ? 

Mr. Hathaway. The beet-sugar question, as it relates to the sugar 
schedule in the present tariff bill, is entirely different from the qu^- 
tion as it has related in times past to the sugar schedule in any tariff 
bill that has ever been discussed in Congress. 

Starting with 1890, when we had a production of simply twenty 
to thirty thousand tons of domestic sugar, which production was not 
considered sufficient to justify a protective tariff, the father of the 
bill of 1890 substituted a boimty in place of a protective tariff. 
From that time on all of the tariff bills have con tamed a protective 
feature with reference to sugar. One of them has contained an ad 
valorem tariff; the others nave all contained specific tariffs, the 
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avowed purposes of all of which, except one — that of 1894 — ^being, 
in a measure, protection to the domestic industry. 

In the consideration of all these tariffs prior to this time we have 
always been confronted with a conditioji in which the output of duty- 
free sugar, plus Cuban sugar, was not sufficient to meet the needs of 
the United States. Now, for the first time in the history of the 
United States, we are confronted with an entirely different proposi- 
tion. Cuba is producing approximately 4,000,000 tons oi sugar. 
The duty-free sugar of contmental United States and its insular 
possessions amounts to 2,000,000 tons, so that the combined output 
18, therefore, about 6,000,000 tons, of which amount only 4,000,000 
tons can be consumed in the United States. This, I sajr, is an en- 
tirely different situation from any that has arisen before in the con- 
sideration of the sugar schedule of the tariff bill. 
Senator Dillingham. In the 2,000,000 you include beet sugar? . 
Mr. Hathaway. Yes, sir. 

The present situation in the su^ar industry has been developing 
since September 23, 1919, when tne United States Government re- 
linquished its control of all foreign sugar by advising the American 
refiners on that date that they were free to buy their raw sugar in the 
markets of the world. (It subsequently relinquished the control of 
domestic sugar on August 26, 1920, thus exercismg direct control over 
domestic sugar for 11 months after it ceased control of foreign sugar^ 
It was during that period of 11 months that the extreme high 
prices prevailed, which high prices applied exclusively to foreign 
sugar.) 

During the period of 15 months which has elapsed since the Gov- 
ernment relinquished the control of foreign sugar there has been 
accumulated a surplus of 1,200,000 tons of Cuban sugar, and nearly 
as great an amoimt of domestic sugar. It is this surplus which has 
utterly demoralized the sugar markets of the world. It must be 
remembered that the total consumption of sugar in the United 
States for several years to come can not be more man 4,500,000 tons. 
If Cuba continues to produce 4,000,000 tons of sugar and the United 
States to produce 2,000,000 annually, all of which finds a prefer- 
ential market in the United States, there is bound to be a surplus. 
You can not put 6,000,000 tons of sugar into a 4,000,000-ton market 
without utter demoralization. In the midst of that demoralization 
the cheapest sugar will inevitably supplant the most expensive. In 
this warfare the sugar of continental United States will be the first to 
be supplanted. Then the sugar of Porto Rico, Hawaii, and the 
Philippmes will be supplanted. Cuban sugar, because it is the 
cheapest sugar in the world, will -survive. The domestic sugar in- 
dustry of the continental United States and its insular possessions 
will be destroyed. The only remedy is a protective tariflF which will 
equalize the cost of production between Cuban sugar and the sugar of 
continental United States. Keep constantly before you the fact that 
heretofore, in framing any sugar schedule, it has been possible for the 
United States to absorb the entire Cuban and domestic crop. This 
can no longer be done. 

We have had 15 months of active competition with the following 
results: We now have a carrv over of 1,200,000 tons of Cuban su^ar 
and a large carry over of domestic sugar; one-third of the entire 
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capital of the domestic beet-su^ar industry has been wiped out; 
practically one-half of the Louisiana cane industry is on the verge 
of bankruptcy, and there is complete demoralization of the Cuban 
sugar industry, with threatened revolution and intervention. Con- 
fess must realize this situation and must make such provision in 
the permanent tariflF bill that will prevent our markets from being 
glutted with the Cuban and domestic product. Congress must decide 
upon one of two things — ^viz, whether this domestic market shall be 
given over to Cuba or whether the United States shall continue to 
consume the sugar produced in continental United States and its 
insular possessions and purchase the remainder of its needs from Cuba. 
Personally I do not beheve that Congress will ever permit the passage 
of legislation which will make it impossible to proauce in continentel 
United States at least a war ration of sugar. The experience of this 
coimtry, and of the world at large, during the last war fully justifies 
the enactment of fiscal legislation which will guarantee the produc- 
tion within continental United States of at least a full war ration of 
sugar. 

Permit me to call your attention to the fact that a high protective 
tariff can not work to the disadvantage of Cuba except in one par- 
ticular. As long as Cuba holds the advantages of a reciprocity treaty 
with the United States, the 20 per cent concession gives her better 
protection in the United States market imder a hi^ tariff than under 
a low tariff. Twenty per cent of a $2.50 tariff gives her 50 cents pro- 
tection against full duty paying sugars, whereas 20 per cent of $1.25 
tariff gives her only 25 cents protection against such sugars. The 
only sugar against which she is not better protected under a high 
tanff than k low tariff is our domestic proauct. Any attempt on 
Cuba's part te lower our sugar tariff is a direct blow aimed at our 
domestic product. 

I have out one other point to bring to your attention, and I hope 
I may impress you with its importance. 

The minimum price at which we can buy beets is $6 per ton. That 
was the price in the United States in 1916 and in 1917. Back as far 
as 1912 we paid $5.65 a ton for beets. In view of the increased cost 
of agricultural production, it is not reasonable to ask the American 
farmer to raise beets for less than $6 per ton. Whether it is reasonable 
or not, he will not do it in sufficient quantities to keep our beet-sugar 
factories in operation. To put these factories in such a position that 
they can not pay $6 per ton for beets is a direct blow at the American 
farmer. 

The Government figures show that the maximum extraction of 
sugar in the United States is 240 pounds per ton of beets. A more 
correct interpretation was given by the gentleman who spoke thia 
forenoon, who set the figure at 233 pounds. But use the Government 
figure of 240 poxmds, and we find tnat on this basis the factories are 
paying the farmer $2.50 per 100 pounds for the extractable sugar in 
the beets. Remember that this $2.50 per 100 poimds represents the 

{)rice paid by the beet-sugar factories in the United States to the 
armer for tne extractable sugar and does not include the cost of 
securing the acreage, the transportation expenses, the cost of manu- 
facture, taxes, insurance, or any of the other expenses in connection 
with the manufacture of beet sugar in this country. It is simply 
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the amount the factory pajrs the fanner for his beets delivered at the 
railroad station. 

There is a world of evidence to show that the Cubans can lay raw 
sugar down in New York with a fair profit at $2 per 100 pounds. 
This has been the ruling price for some time. We pay the American 
farmer $2.50 per 100 pounds before beginning the cost of manufacture. 
That in itseli carries all the evidence necessary to demonstrate the 
necessity for aprotective tariff. If we do not have it, these 4,000,000 
tons made in Cfuba will be sold in the United States, and thev will be 
sold here to the exclusion of sugar made in the continental United 
States and its insular possessions. That is the whole question in a 
nutshell. 

It is for you to decide the one question whether these 4,000,000 
tons which we annually consume in the United States shall be made 
up of 2,000,000 tons which we are raising in the United Stat^ and 
2,000,000 tons imported from Cuba, or whether it is going to be 
made up of 4,000,000 tons made in Cuba and none manufactured in 
the United States. 

Senator Diujngham. Are vou acquainted with the facts relative 
to the cost of production in Cuba and in the Hawaiian Islands ? 

Mr. Hathaway. No: I can not answer that question. There are 
gentlemen here from Hawaii who can answer that question much 
better than I can. 

I think that is about all I have to say on this question. 

Senator Dilungham. We thank you. 

STATEMENT OF C. C. HAMLIN, BEPBESENTINa THE UNITED 
STATES SXTGAR MANTTFACTTTBEKS' ASSOCIATION. 

Senator McCumber. Will vou state to the committee your views 
on the tariff duties involved t 

Mr. Hamun. Mr. Chairman and gentlemen of the committee, I 
shall occupy but a very few minut^ of your time. Indeed, I feel 
almost like apologizing for occupying any of it. 

This question seems to have been very thoroughly covered by the 

fentlemen who have preceded me, and m view of what has already 
een said about the beet-sugar industry I shall trespass as little as 
possible on your valuable time. 

There are one or two matters which have been brought out in the 
discussion of this question, particiilarly on yesterday, that I would 
like to call to your attention. 

In the first place, I want to say that I can hardly believe that the 
propaganda — 1 do not use the term in an offensive sense — which 
has been going on for a 1-cent duty on Cuban sugar is fair. I do 
not object to propaganda so long as it is confined to the truth. I 
do object to the character of propaganda that was put out here 
yesterday with reference to labor in the beet fields of our State. It 
is the same in beet fields and on any farm. I agree very thoroughly 
with what Senator McCumber said yesterday, that perhaps our 
young men are better off if they have some employment. I might 
add tnat the Government of the United States, in connection with 
the beet-sugar industry, has recognized this fact to the extent that 
boys are sent from the Indian schools to the beet fields, under proper 



81527— 22— scH 5 9 



Digitized by 



Google 



2298 TABIFF HEARINGS. 

supervision, to help in that work. It is always careful to see that 
thev are back in school at the proper time. 

This propaganda is not new. It started some 12 jee^rs ago. At 
that time it was not propaganda for a 1-cent duty; it was propa- 

Snda for free sugar. At mat time it was not conducted by the 
xnxnittee on Cilban Emergency; it was conducted as a m^rthical 
committee of wholesale grocers pretending to be interested in the 
American consumer. But it has had but one purpose, and that 
purpose you will be able to judge of for yourselves u you will t^e 
the trouble to read the hearings before the Hardwick committee. 
You will find that the committee was organized and financed, as I 
believe this one is, by two or three men. They are the same men 
who not only put out the propaganda of 1911 but who made good 
on it by having free sugar written into the Underwood bill. 

Most of the questions that have been asked here have been an- 
swered, I find by the notations which I have made, so that I shall 
not repeat them. 

In considering the sugar situation in Cuba, I am reminded of the 
epigram of WilBam Allen White, which appeared many years ago in 
an editorial that has become famous. The editorial was headed 
''What is the matter with Kansas?'' and in it said that Kansas had 
started out to raise hell and was suffering from overproduction. 

That is the whole Question involved in this proposition to-day. 
We are confronted witn tremendous overproduction in Cuba, which 
has, which will, and which must supply half of our sugar. It is 
now producing a quantity sufficient to supply all of our requirements. 
There must be a contraction of the production of sugar so that sup- 
ply and demand will be, to some degree, balanced; and until that 
condition comes about there can be no stability in the industry. 
So the main question which wiU confront this committee is as to 
whether that contraction is to come by the elimination of the beet- 
sugar business in the West and the cane-sugar business of Texas, 
Louisiana, and Florida, and by the elimination, perhaps — ^I can not 
tell because I do not know their costs of production — of tne industry in 
the Philippine and Hawaiian Islands, or whether Cuba shall go back 
to the prewar basis imder which she has prospered and will prosper 
in the future. I do not think any of us want to injure Cuba; on 
the other hand, we do not want tnem to eliminate us. 

Senator Dilungham. If we were to eliminate the production of 
beet sugar here and destroy the industry, what will be the effect 
with respect to Cuba ? 

Mr. Hamlin. I was coming to that. I had that in mind. I 
wanted to put the question of what the result would be. 

Since the beet-sugar business has developed, the United States 
has enjoyed the cheapest sugar in the world. I think that is practi- 
cally and literally true, and I do not believe that even Germany would 
be an exception. There would be an exception in the case of prewar 
Germany, when she produced a large surplus supply of sugar for 
exportation. I believe that this supply tnat we produce here has 
been the greatest stabilizer of prices of sugar in the United States; 
and I believe that the greatest calamity that could befall the Ameri- 
can consumer would be to have this industry destroyed. 

We have heard gentlemen here several times mention the fact that 
there were certain people who sharpened their pencils on both ends. 
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When the time comes, as I do not believe it will, that a few gentle- 
men seated around a table in Cuba can sharpen their pencils at both 
ends and make the price of sugar because tney have a monopoly of 
it, I believe the American consumer will be the chief suflFerer. 1 think 
that is amply shown by the fact that that condition arose in 1911 
and again m 1920, when sugar, after the beet supply was largely out, 
rose to the stupendous price of 35 cents a pound. 

I should not mention this fact had it not been brought out yes- 
terday. It has a direct, bearing on the question you asked as to 
making a price on sugar in 1920, when the Louisiana price was fixed 
«t 17 cents and the price of beet sugar fixed, first, at 10.5, then 11 
cents, and, finallv, 12 cents. I do not believe that Louisiana that 
year got too much for her sugar, and the fact is that if Cuba had been 
content to market her sugar at that time and at that price she could 
have marketed every pound of sugar which she had, and those 
800,000 tons of full duty paid sugar which came from 44 countries, 
some of which rationed their own people on sugar in order that they 
might exchange their surplus for American dollars, would have been 
ikept out. Cuba, however, was holding back her sugar and has 
banked up the suppler which is hanging over the market to-day and 
threatens to ruin the industry. 

The Cuban people and the Cuban Government are in a deplorable 
condition. If Cuoa had marketed her sugar at the price wnich she 
could have received — 17 cents per pound — she would have received 
for her crop the sum of $238,000,000^ which would have saved the 
entire industrial and, I might say, the governmental situation. 

If the time comes, as I said b^ore, when this domestic industry is 
eliminated and a few men in Cuba, unrestrained by our antitrust laws, 
unrestrained by our Federal Trade Commission, unrestrained by our 
laws and statutes, can sit down and name an arbitrary price that the 
American public shall pay for its sugar, then iijdeed a calamity to the 
consumer will follows. 

Gentlemen, these very Questions have been pretty thoroughly 
covered. However, a novel argument was advanced to the enect 
that American capital having gone into Cuba it should be protected. 
The theory of protection of -finerican capital in a foreign country 
which was advanced was novel to me. I believe that American 
capital in a foreign country should be protected. My idea of pro- 
tection to such capital is to see that it shall not be destroyed, that it 
shall not be discriminated against; but to say that domestic capital 
invested in a foreign country shall be protected to the extent of 
throwing our markets open to that which it produces is at least con- 
trary to the Republican idea of protection of^American industries. 

Gentlemen, IbeUeve there is only one other matter to which I wish 
to refer. Senator Dillingham asked a question, a very pertinent 

?uestion, this morning. 1 do not think that it was fairly answered. 
t appeared from the testimony that was offered here that Cuba was 
producing 4,000,000 tons of sugar, or enough to meet all the demands 
of the Umted States. For some reason or other, whenever that state- 
ment was mentioned on yesterday by what I will call our opponents 
they put the figure at four and a half million tons. As a matter of 
fact, during but one year has our consumption reached 4,000,000 tons. 
You asked, too, as to where this surplus would go. That is the 
crux of the whole question. So far as this committee is concerned. 
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it has not gone. A million and a quarter of it is in the storehouse in 
Cuba to-day, in hock to the New i ork brokers. That is the sugar 
that threatens our market, not controlled by the cost of production, 
and not controlled by anything. It is the property of an insolvent 
debtor in the hands of the creditor, and if he sees nt to liquidate his 
debt it can spell nothing to us but ruin. 

Finally, I wish to call your attention to this matter. I must say 
that I feel like apolo^ing for calling your attention to it, because 1 
know it is a matter with which vou are dealing at all times and with 
which you are much more familiar than I am. That matter is the 
value of our trade with Cuba. I do not underestimate it. Our for- 
eign trade with Cuba is valuable. We want to stimulate it; we want 
to encourage it. But the figures that have been presented to you 
here are completely and entirely misleading. 

Speaking of propaganda, I had before me, as it came across the 
editorial ctesk of a little newspaper that I publish in the West, the 
brief that Mr. Atkins read to this committee on yesterday, in wiuct 
he gave our exports to Cuba for the calendar year 1920. 

Senator Walsh. I think he submitted a table. 

Mr. Hamlin. Yes; the table is here and is imdoubtedly correct. 
It showed that our export trade during that year to Cuba was some- 
what over $500,000,000. During the course of the presentation, 
Senator McCumber, I believe, asked if that had not fallen off con- 
siderably since the unfortunate depression in Cuba. The answer to 
that is that for the calendar year ending Jime 30, 1921 

Senator Walsh. You mean the fiscal year, do you not? 

Mr. Hamlin. Yes; the fiscal year. 1 thank you, sir. It was a 
little over $400,000,000. That also is a stupendous figure; but, gen- 
tlemen, there are a few things that we must bear in mind in connec- 
tion with that. In the first place, those exportations were at a time 
when the cost of everything was at the peaK. In the second place, 
the greater portion of those exportations was at a time when Cuba 
at least thought that she had reached the extreme pinnacle of pros- 
perity and was buying almost indiscriminately. I am not saying 
this m a critical sense, because our people did very much the same 
thing. So, taking those factors into account, it would materially 
reduce these figures under normal conditions. 

I will say, further, that for the year 1915 — and I am not sure 
whether this was the fiscal year or the calendar year, but it was the 
first normal year that I have been able to get figures on — our exports 
were $75,000,000. It is a large figure. It is a fine trade. It is a 
trade that should be encouraged and stimulated, so far as we can 
encourage and stimulate it without the destruction of a great domestic 
industry. I venture to say that it will not be disputed that that 
figure is much more near normal than the figure of $500,000,000 
^^ch has been presented to this committee. Indeed, I can say that 
I think from some little investigation of the subject that it is a fair 
estimate of our export trade to Cuba in normal times. 

Bear this point also in mind. If Cuba's whole 4,000,000 tons of 
sugar were sold at 2 cents a pound — ^let us say 3 cents a poxmd, which 
would give a tremendous profit, since 3 cents a pound would amount 
to $60 a ton — taking the abnormal production of 4,000,000 tons, it 
would amount to $240,000,000. That is not their net profit; that is 
the gross price. To say that a nation whose one product — 90 per 
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cent — ^represents but $240,000,000 on double the amount they ought 
to produce, at a price .which would give an abnormal profit, has a 
buying capacity of $500,000,000 is absolutely absurd. 

Valuable as the trade of Cuba is, our trade is certainly valuable 
to her. 

In closing I wish to call your attention to the fact that 17 years 
prior to the reciprocity treaty with Cuba the balance of trade witii 
that island agamst us was $538,000,000 plus. For the 17 years 
following the reciprocity treaty the balance of trade against us was 
$1,298,000,000 plus. So, while $75,000,000 represents a valuable 
trade and makes Cuba a valuable customer, I should say that the 
United States, with its 100,000,000 people, is a valuable customer of 
Cuba's. This is especially true when it is considered that there is a 
20 per cent reduction for her benefit in our tariff, which gives her a 
complete monopoly as against the world on every pound of duty- 
paid sugar which we consimie. Brought down to its essence, Cuba 
and the United States can both prosper imder laws that will permit 
us to produce half of our sugar and Cuba the other half; but, candidly, 
in my opinion, there is only one answer, one solution, to this problem, 
and that is such legislation by the Congress of the United states as 
will cause Cuba to regulate ner production of sugar to the 50 per 
cent that we can consume plus that for which she can find a foreign 
market. 

I thank you very much. 

Senator Walsh. Senator Dillingham, it may be in the record 
already, but I would like to know how much of the sugar that we 
consume comes from the Philippine Islands; how much comes from 
the Hawaiian Islands; how much comes from Lfouisiana; how much 
beet sugar comes from this country; how much beet sugar comes 
from Canada; and then how much is exported from other places. 

Mr. HABfUN. I think I can give you the figures veiy closelv. 
These are rough figures. The quantitative sugar situation is easily 
andyzed. 

We produce in the continental United States and our insular 
possessions 50 per cent of our supply. 

Senator Walsh. That is, of botn oeet and canet 

Mr. Hamun. I will put it in a little different way. We produce 
from the beets 25 per cent of our domestic consumption. 

Senator Walsh. In the continental United States ? 

Mr. Hamun. In the continental United States. We produce from 
the cane in the continental United States and our insular possessions 
another 25 per cent. That leaves — ^if I am mistaken in my figures 
some of the gentlemen in the audience can correct me — 50 per cent 
of duty-paid sugar which we must have. 

Senator Walsh. Does some come from Canada? 

Mr. Hamlin. If so, it is a small Quantity. 

Senator Walsh. The rest comes from Cuba, does it ? 

Mr. ELamlin. Yes. As to cane production, Louisiana has varied 
very much. It was reduced when we were confronted with free 
sugar, as we were. You will understand that in 1915 and, indeed, 
in 1914. because we were looking forward to the 1915 crop, we 
approacned free sugar with a great deal of apprehension, and Louisi- 
ana cut its production considerably. But 1 should say it would 
amount to about 200,000 tons. 
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Senator Walsh. What is the percentage ? 

Mr. Habojn. That is 200,000 tons out of 4,000,000—25 per cent 
would be a million tons. 

Senator Walsh. Of the cane ? 

Mr. Hamlin. Of the cane. 

Senator Walsh. How much comes from the Hawaiian Islands? 

Mr. Hamun. About 600,000 tons. 

Senator Walsh. That is 15 per cent ? 

Mr. Habclin. Yes. 

Senator Walsh. How much from the Philippines? 

Mr. Hamlin. I should say something under 100,000 tons. 

Senator Walsh. Five per cent. 

Mr. Hamun. Two ana one-half per cent. Ip Florida the cane 
business is in its infancy. It is not large, although a sugar mill is 
being built there. The production in Texas is not large. 

Senator Walsh. I thank you very much. 

Senator Goodinq. What chance is there for the beet growers and 
the cane growers to increase the production of sugar under the con- 
ditions existing at the present time f 

Mr. Hamlin. Senator, I shall be very glad to answer that question 
if I can. What I am about to say may not conform wholly widi 
what my friends in the beet-su^ar industry may believe. My opinicm 
is that we can increase it so tnat we can supply the entire demand, 
but it is my candid opinion, Senator, that to do that we would have 
to hothouse the industry to a great extent in the less favorable 
locaUties and it would require a higher rate of duty than the Ameri- 
can people would stand for or than they ought to pay. My opinion 
is that while the beet-sugar industry, for instance, m your State and 
in other States will increase, the ratio, due to increasea consumption 
which we will have, will probably maintain about the proportion that 
I have suggested. That is my mdividual opinion. 

SenatorGooDiNG. We have to realize, of course, that some of the 
States in this country have not even commenced to develop that. 

Mr. Hamun. My idea of that is that the arid States, as you well 
know, being from Idaho, will be able to develop the industry. In 
those places where you are bringing in new irrigation proicK^ts the 
beet-sugar business is going to tlSive. My expectation is tnat if we 
get an adequate tariff thev will manufacture at a reasonable cost, 
and that will help settle tnis market and insure sugar to the con- 
sumer at a reasonable price. My hope is that we may have a logical 
and reasonable development of the beet-sugar industry and that our 
increased consumption will take care of that increasecf supply. I do 
think that the beet-sugar industry is destined to increase. 

STATEMENT OF HENBY T. OXNABD, BEPBESEKTING THE T7NITED 
STATES STJGAB MANXJFACTTTBEBS' ASSOCIATION. 

Mr. OxNABD. Mr. Chairman and gentlemen of the committee, I do 
not propose to take up the time of the committee going over ground 
which has been so thoroughly covered on this subject, but I shall 
merely insert a short brief, wmch I ask be made a part of the record. 
This IS done at the request of the president of the United States 
Sugar Manufacturers' Association. 

Senator MgCumber. That will be done. 

(The brief is as follows:) 
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In reference to paragraph 502 of the proposed tariff schedule; which provides for the 
importation of double the amount of susar domestically manufactured at three-fourthi 
the regular rate of duty imposed onvo^her sugars. 

I believe that such a proviMon w6uld be clasB legislation and also would be abortive 
so far as any permanent eood to any portion of the domestic sugar industry is concerned. 

It would be class legislation for the reason that because of geographical location-and 
prohibitive freight rates there would be no possibili^ of the great bulk of the domestic 
producers, especially of beet sugar, availing themselves of any of the benefits of this 
provision. Most of the beet-sugar fsLcUaiee are in the far West, "^th the exception 
of a few factories in Bfichigan, none of the American beet-sugar factories are near 
enough to the coast or to the Great Lakes to be able to import and refine foreign sugar. 

More than 75 per cent of the beet sugar in the United States is produced in territory 
west of the MiasisHippi Valley where the population is restricted. The population 
in that territory can not consume the sugar produced there to-day, and over one-third 
of this sugar hais to find a market east at a freight rate averaging about one-half cent a 
pound in order to reach the markets of great eonsiunption. It is evident that no 
lorei^ raw sugar can be transported there to be refined and pay freight each wvy. 
If this paragraph were in force it would allow those few who could avail tfiemselves of it 
the opportunity of lowering the market of the western beet-susar surplus to the extent 
of the proposed, rebate of 25 per cent or force them to restrict their present production. 
The practical result would be a lowering of the entire benefit of the tarin by 25 per 
cent of the proposed rate to the western oeet-sugar surplus. As a matter of met, the 
only real beneficiary of this para^ph would be me American Sugar Refining Co., who 
operate a very large refinery in Louisiana. 

As regards the Louisiana cane-sugar industry, while a slight temporary gain miriit 
be made in the price of raw sugar sold by producers to local refineries, because uie 

gurchase of such sugars would enable the refineries to import double the amount of 
^reign sugar at the reduced rate of duty, anj slight immediate benefit would be more 
than offset by the harm which would come in the end. 

The influence of such a measure on the beet-sugar industry could not help be x>oei- 
tively detrimental, for the reason that if a quantity of foreign sugar be admitted at a 
lower rate of duty the refiners of that sugar, be they simply refiners or be they pro- 
ducers as well, will be enabled to make a lower price to MissLssippi and Missouri Kiyer 
points, which are the main markets for western beet sugar, and even though the quantity 
be small it would carry down the price of all other sugars reaching these markets. 
If 50,000 tons of such duty preferred sugars were being marketed at lower prices at 
these points during the time that a half a million tons of beet sugar were being mar- 
keted, the whole 500,000 tons would have to be sold at the lower price made possible 
by the reduced rate of duty on the 50,000 tons of foreign sugar, and the direct loss on 
the 500,000 tons would run into many millions of dollars. The tendency of the 
Michigan output of such sugars also would be to depress the price of all sugars marketed 
in the same territory. 

The present and proposed rate of duty on Cuban sugars is $1.60 per 100 pounds. 
This article provides for a reduction of one-fourth that rate, or 40 cents per 100 pounds. 
If the refiners of sugars, without loss to themselves, elected to pass this 40 cents on to 
the jobbers, to effect the sale of any other sugars this price womd have to be met, and 
this would mean an annual loss of $4,000,000 on 500,000 tons. By skillfully manipu- 
lating the distribution of this 50,000 tons of reduced-duty sugars, it might be made to 
affect the price of even a creator amount than 500,000 tons of domestic beet sugar. 

Prom every viewpoint the effect of the adoption of paragraph 502 would be detri- 
mental to both the domestic beet and the domestic cane-sugar industries, and hence, 
0peakin£[ for a majority of the beet-sugar producers who have requested me to appear 
in their behalf in opposition to the adoption of this paragraph, I say that the domestic 
beet-sugar industry is practically opposed to the incorporation of paragraph 502 in the 
proposed tariff bill. 

STATEMENT OF A. E. CABLTON, COLOBADO SPBINGS, COLO., 
PBBSIDENT OF THE HOLLY ST7GAB COBPOBATION. 

Senator McCumbeb. What is your residence, Mr. Carlton ? 

Mr. Cablton. Colorado Springs, Colo. I am president of the 
Holly Sugar Co. The Holly Sugar Co. stands sixth in production in 
the aomestic beet industry, producing 1,000,000 bags, or one-twentieth 
of the beet sugar produced. 
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Senator MgCumbeb. Where are you located ? 

Mr. Cablton. We have one factory in Wyomiijg, two in Coiorado, 
and three in California. We represent about the average-cost pro- 
ducer in the industry. We are neither the high-cost nor the low-cost 
producer. We represent about the average condition. 

There are two things essential in the beet-sugar industry: One is 
beets and the other is the money to run your plant, under the 
sliding-scale contract which we have, a copy of which I should like to 
put in the record, we have paid this year to the fanner so little that he 
IS bankrupt. 

Senator Walsh. May I ask if there is any one here representing the 
farmers ? 

Senator MgCumbbr. Only the manufacturers. 

Senator Walsh. There are no agriculturists? 

Senator McCumber. No. 

Mr. Carlton. The beets produced \mder that contract averaged 
14 per cent in sugar. You will notice by following that column 
down at 5 cents per poimd, the minimum price, whi<3i is above the 
price netted this year by our company, we pay the farmer $5.13 per 
ton. The result has been that the farmers this year have suffered the 
same experience as the factories. They have had tremendous losses 
in money. They have not been able to obtain for their beets the 
amount of cash paid out for labor. 

Senator Walsh. How many tons are there to the acre? 

Mr. Carlton. About eight tons in this locality. I think that is a 
fair average for the United States. I should say eight or nine tons 
to the acre. 

The farmer is the most important part of this thing, and this is the 
one product of all that the farmer produces that can be prol;ected by 
the tariff. We produce less sugar than we consume, and you can 
provide a tariff that willgive the farmer a decent price for his beets. 

Senator McCumber. 'Hiese are all raised on irrigated lands, are 
they not? 

Mr. Carlton. Yes; in this particular country. In Oregon, of 
course, it is different, and also in Ohio. 

The (question of finance is a very important one from the factory 
standpoint. Last year the beet-sugar ousiness of the United Statw 
lost in the neighborhood of $60,000,000. Our company's losses were 
very heavy. This year our losses, based on to-day's market for sugar, 
will be approximately $1,000,000. It resolves itself into a question 
as to how long the beet business may be willing to go along under 
these conditions. As a matter of fact, the Holly Sugar Corporation 
will not be able to contract with the farmers for beets this coming vear 
unless the situation is changed very soon. I am speaking now of the 
2-cent raw sugars which nx the price for refined sugar. My own 
opinion is that, due to forced sale oi bank collateral, the raw sugar will 
sell in the next 30 days for 1 cent a pound, and that for six months it 
will sell below the cost of the lowest producer. 

There is another thought that I should like to present, and that is 
this, that if the beet-sugar industry is to survive the decrease in 
Cuba will require a period of four or five years, at least. It is always 
so after a war. Pnces drag along on the bottom from five to seven 
years. 
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If it is the purpose of Congress to continue this domestic industry, 
we should proviae, not a temporary tariff, but a permanent tarin, 
that will cover this readjustment period in Cuba, and that will not 
be quickly done. It will require, as I have said, from five to seven 
years. 

As to the amount of duty, repres^iting as I do the average-cost 
producer, I can only say what I said at the hearings before the Ways 
and Means Conmiittee m January, and that is that we require a duty 
against Cuba of 2.4 cents. That would result, with a cost of 2 cents 
raw, and a refining charge of 1 cent, in a price of 5.45 for refined sugar 
in New York. Jrom this price must be deductea the freight dis- 
ability of 50 cents a bag to all companies located west of the Missouri 
River. Our big market is Chicago, and we are under a handicap 
on an average of 50 cents per bag to the companies located in Colo- 
rado, Idaho, Utah, and California. Even with a duty of $2.40 on 
Cuba, the net to our beet factories would be $4.90. Under this the 
price to the farmer would be very low and the profit to the factory 
would be practically nothing. 

We do not expect, and are not asking, a profit for the beet-sugar 
factories during this period. We will be glad to live. As it is to-day, 
we are broke. Our working capital has been exhausted and the beet- 
sugar factories that the Holly company owns will be piles of jimk 
next year. We do not care to imdertake to make a contract. 

Senator Walsh. Did the emercency tariff give you relief ? 

Mr. Carlton. Yes; it lessened the loss 60 cents per bag. 

Senator Walsh. It succeeded in keeping out some Cuban sugar, 
did it not? 

Mr. Carlton. No. The Cuban sugar has been choking us. 

Senator Walsh. It did not keep out competition altogether, but 
it kept your losses down ? 

Mr. Carlton. Yes. If we had had 80 cents this year, our losses 
would have been practically nothing. 

Senator McCumber. You would nave broken even, would jou ? 

Ikfr. Carlton. The Holly company would have lost approxunately 
20 cents a bag. 

Senator Gooding. I would like to ask if you are getting any reUef 
from the War Finance Corporation. 

Mr. Carlton. I am glad you mentioned that. The beet-sugar 
factories, such as the one I represent, would have been unable to 
f imction and treat the beets that thev contracted for had it not been 
for Congress providing for the War Finance Corporation. The 
banks, of course, wouH not finance us. They know the industry 
is losing money and they are already stuck. 

Senator McCumber. Were vou financed directly by th^ War 
Finance Corporation, or througn the banks ? 

Mr. Carlton. They financed us under section 24 of the bill. They 
financed the Holly Sugar Corporation because we advanced money 
directlv to the farmers. The other companies formed an interme- 
diary nuance corporation and borrowed tneir money from the finance 
corporation, which in turn rediscounted the paper with the War 
Finance Corporation. 

Senator Gtooding. I might say that is the condition of our beet- 
sugar factories in Idaho. Without the War Finance Corporation I 
doubt if any of our factories would have harvested their crop at all. 
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The industry would have been at a standstiU. That is the condition 
with us. 

Mr. Carlton. The unfortunate thing is that the oontractiog 
season is at hand. We have to berin to contract in March. It 
seems a pity that we can not take mat product from the farmer. 
Tliat is aoout the only product we can. If there were one cash crop 
we could make available to him, it would be very helpful. 

HAWAUAir SXTGAB. 

[Paragraph 501J 

STATEMENT OF BOYAL D. MEAD, HONOLX7LU, BBPBBSENTINO 
HAWAIIAN SUGAB PLANTEBS' ASSOCIATION. 

Mr. Mead. Mr. Chairman, my name is Royal D. Mead. My home 
is at Honolulu, Hawaii. 

I would like to offer a brief on behalf of the Hawaiian Sugar 
Planters, asking for such a tariff on sugar as will equalize the cost 
of production between the domestic industry and Cuba. 

Senator McCumber. Very well. You may file the brief. 

Mr. Mead. There is one statement that I should like to call atten- 
tion to. It is a statement made by the principal speaker for the 
Cuban interests. He said that the Hawaiian planters are petitioning 
Coneress for permission to import a large nimiber of Chinese laborers 
to cneapen their production. The gentleman was mistaken. We 
have in Hawaii a very acute situation, not only from an industrial 
but from a political standpoint. PVom 40 to 50 per cent of our 
population is Japanese. Tney have control of the labor situation 
and they will soon have it in their power to control the political 
situation also. 

The Hawaiian Legislatiu*e has petitioned Confess for relief. How 
that relief is to be granted, whether by allowmg Chinese to go to 
Hawaii or other nationalities, is a matter for Congress itself to 
decide. 

The Hawaiian planters have not asked for Chinese for the pur- 
pose of cheapening labor or costs of production. 

The gentleman was also mistaken when he said that the Cubans 
were not bringing in Chinese. Large numbers of Chinese have gone 
to Cuba in recent years and within the month I read in a Honolulu 
newspaper of a steamer load of Chinese passing through that port 
en route to Cuba. 

(The brief is as follows:) 

The Hawaiian Sugar Planters' Association, representing all the producers of sugar 
in the Territory of Hawaii, respectfully submits: 

As producers of domestic sugar we request the maintenance of such tariff on raw 
sugar as will equalize the mamnal cost of production between the domestic industry 
as a whole and our principal foreign competitor, Cuba. 

We call attention to the fact that in the United States Tariff Commission we have 
adeguate machinery for the accurate determination of relative costs, provided Cuban 
producers now protesting the existing rate will submit their cost figures for the con- 
fidential scrutiny of the commission in the same way as is done oy the domestic 
producers. 

We respectfulljr urge that no change be made in the existing rate, which we believe 
to be amply justified by present conditions, untD the Cuban producers are willing 
to fill out tneir cost schedules as requested by the Tariff Commission and the com- 
mission has made a comparative analysis of domestic and Cuban costs. 
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We do not at this time submit smy generalized or Kvean^^ figures for consideration of 
the committee because we have furnished idl the information required by the schedules 
of the Tariff Commission and we believe that generalizations are valueless for compari- 
son within the decree of accuracy required unless made on a uniform basis by a scien- 
tific and impartial tribunal. 

We are not unmindful of the distress now existing in Cuba on account of the present 
overproduction of sugar in that island and the impossibility of getting a remunerative 
return therefor. We all^ that in common with other domestic producers the distress 
in the Hawaiian Islands is just as real as in Cuba, and contend that the suggestion 
that marginal costs be equalized by the tariff so that the higher cost producers both 
at home and abroad must limit their production, is more than fair as applied between 
America and a foreign country, no matter how close our relations with that country. 

We submit that the present overproduction in Cuba is in violation of the spirit oi 
the reciprocity a^eement, which as shown by the evidence at the hearings in 1902, 
was designed to give Cuba only a substantial preference over other foreign nations to 
the end that she might supply all our import requirements. 

With the increase in production due to this preferential, Cuba attained in 1913 a 
substantial monopoly of our import market. We submit that in so far as further 
production necessitated encroachment upon the domestic market and displacement 
of domestic sugars it is not warranted by any moral obligation toward Cuba. 

As Cuba has officially claimed to be the cheapest sugar producing country in the 
world, the markets of tiie world are open to her, and we r^ectfully submit that no 
further concessions in the domestic market should be made in the absence of adequate 
explanations as to why Cuba does not seek the world's markets for her surplus produc- 
tion instead of dumping it on the American market at a loss, forcing a consequent 
loss on the domestic sugar producers. 

LOmSIAlTA SXTGAB. 

[Paragraph 501.] 

STATEMENT OF JOE B. CHAFFE, BEPBESENTINa THE AMEBICAN 
OANE QBOWEBS' ASSOOIATION. 

Senator MoCumbek. Do you represent the growers ? 

Mr. Ghaffe. I speak for the smallest unit of sugar producers in 
domestic production — the Louisiana cane-sugar industry. 

Senator Walsh. Have they aii organization 1 

Mr. Ghapfb. Yes. 

Senator Walsh. What is it called ? 

Mr. Ghapfe. The American Cane Growers' Association. 

Senator Walsh. How many members are there ? 

Mr. Ghaffe. About 400 on the rolls, sir. We are the smallest 
unit, but we are the oldest sugar producers in America. We have 
been producers for more than 100 years down there in Louisiana. 
We have had the usual ups and downs of a man in the sugar business, 
regardless of whether he Ibe in the continental United States or in the 
Tropics. Our difficulties have been such as those recited by the 
witnesses who have preceded. During the year 1920 oiu* losses 
were, in proportion to our investment, stupendous. 

Our fnenas, the gentlemen from Cuba, say that our investment is 
negligible, being omy $35,000,000. With yoiu* permission, and by 
way of parenthesis, I may say that we are not only manufacturers 
but we are farmers. We grow 45 per cent of all tne cane that we 
crush, and only 55 per cent is grown by independent farmers on their 
own lands. 

Senator Walsh. And it is from them that you buy the cane, is it ? 

Mr. Ghaffe. It is from them we buy the cane. Sugar cane is 
absolutely unmarketable until it has gone through our plant. Our 
plant stands in exactly the same position to the sugar-cane grower 



Digitized by 



Google 



2308 TAMFF HEAMNGS. 

that the thrashing machine does' to the grain grower of the West. We 
convert part of the sugar into consumption sugar, as we call it. That 
is our plantation granulated and our high-grade clarified sugar. A 

Eart also goes into raws. During the past three or four years the 
ulk of our crop has been made into susar fit for inmie<Iiate con- 
sumption; that IS to say, it is high-grade clarified sugar. Our inyeet- 
ment figures show that we have 600,000 acres imder the plow. At a 
cost of $125 an acre, that would amount to $75,000,000. We have 
189 sugar factories, according to the census reports for 1914, and they 
were appraised at $33,000,000. Our railroad equipment is estimatea 
at $3,500,000. We have 48,000 mules. At an average price of $150— 
I have not bought any that cost less than $275 in the last four years— 
their value would be $7,200,000. The implements, wagons, and har- 
ness for those mules would, estimating the cost conservatively, be 
worth $125 per mule, which would amount to $1,300,000. That 
makes $120,000,000. Our $120,000,000 means just as much to us as 
the $1,000,000,000 to the men who have invested their money in Cuba. 

Again, I represent the onlv 100 per cent American producing ele- 
ment; not that my friends the beet people haven't laborers in their 
fields who, as rapidly as they can be amalgamated, will be 100 
per cent American, but because we have no iimux of foreign immi- 
grants into Louisianli. So I can say that we represent a 100 per cent 
American industry. 

Senator Walsh. How many persons are employed in the industry 
in Louisiana ? 

Mr. Chaffs. Approximately 350,000, sir. That, however, is only 
a rough estimate as to it. 

Senator McCumber. And they are mostly of the brunette type, are 
they not ? 

Mr. Chaffe. We have a great many Creoles — that means white 
people descended from European parents. The greater number are 
descended from French and Spanish. Then there are the ''Cajuns," 
white people, the descendants of the Acadians who were driven out 
of Nova Scotia because of their religious convictions and came to 
Louisiana. I know of no more honorable representative of that 
portion of our people than Senator Broussard, of Louisiana. 

Senator McCumber. We will readily agree to that. 

Mr. Chaffe. And he is quite as proud of the name as anyone is of 
his particular nationality. 

Senator McCumber. I was really jesting; but I did want to direct 
attention to the question as to whether or not a lai^e pK)rtion of the 
labor is colored. In other words, there is little white labor, is there? 

Mr. Chaffe. Twenty-three whites to foiu'teen colored is about the 
proportion. That is the proportion of the farm operatives in the 
23 Parishes that cultivate sugar. 

1 should only be repeating what some of those who have testified 
ahead of me have said if I were to tell jou that there is a club hanging 
over us in the shape of about a milhon and a half pounds of sugar 
that is in Cuba. While we in Louisiana were allowed 17 cents for our 
lower grades of sugar and 18 cents for our plantation granulated 
sugar, there was hardly anyone, even a profiteer, who could be found 
with it, and the Cuban sugar in November of that year was selling, 
raw, at 9J cents per pound. I know, because I happened to be 
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associated with a purchase of Cuban sugar that was made by a 
Chicago grocery concern. 

Senator McCumber. you refine this sugar, do you ? 

Mr. Chaffe. Yes; we make it directly from the cane. 

Senator McCumber. You do not disppse of any of the product 
except in the refined state ? 

Mr. Chaffe. Oh, yes. 

Senator McCumber. Will you explain about that and the propor- 
tions ? 

Mr. Chaffe. Recently when we have had opportunity to sell it in 
the shape of raw and there was no market for plantation granulated 
and we had to have money to pay the cane growers for their cane, 
we sold it raw. When we make high-grade sugars, we sell that to 
bakers and candy makers for generaT consumption. 

Senator McCumber. Taking it imder normal conditions, what. por- 
tion of jour product do you refine yom-self ? I am referring now to 
the entire cane product. 

Mr. Chaffe. 1 would have to answer that by saying that up to 
four years ago the margin of diflFerence between the pnce we could 
get for raw siigar and the price we could get for plantation granulated 
made us feel it was to our advantage to get the raw sugar and sell to 
the refiner, but within the past four years we have changed that 
condition. Because of the oiflference in margin, last year we made 
approximately 86 per cent of our entire crop mto direct-consumption 
sugar, and during this year I anticipate that 60 to 70 per cent of 
the crop will be made into direct-consumption sugar. Whether that 
is done directly in our own sugar house or whether, because of the 
demand of the market to-day for sugars that can not be found fault 
with at all, the raws are made and then turned into the bone-black 
plant so that it will give us something that the people will take, it 
none the less remains the property of the producer until it is turned 
out of the bone-black refinery. 

Senator Walsh. Do you claim that the cost of producing cane 
sugar is more or less than that of producing beet sugar? 

Mr. Chaffe. More. 

Senator Walsh. Does it sell for more in the market ? 

Mr. Chaffe. No, sir; sugar is sugar. It does not make any differ- 
ence whether it is made from beets or cane. 

Senator Walsh. It is impossible to tell, is it ? 

Mr. Chaffe. I know of no way that it can be told. 

Senator Walsh. As a matter of fact, it costs you, in Louisiana, 
more to put the sugar on the market than it does those who raise the 
refined beet sugar ? 

Mr. Chaffe. We believe from such information as we have been 
able to gather that that is the case. We do not get so much sugar 
from a ton of cane as they do in the Tropics. 

Senator Walsh. I did not mean the Tropics. I was referring to 
beet sugar. 

Mr. (Slaffe. But we do get more tons from an acre of land than— — 

Senator McCumber- (interposing) . I had supposed that the price 
of sugar of a certain degree of rennement would be the same whether 
it was beet or cane, but I noticed that when one of the witnesses 
testified for the beet industry he spoke of a differential of 20 cents per 
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hundred pounds, which I undeiistood him to say was the difference as 
between the beet and the cane sugar. I may nave been mistaken. 

Mr. Chaffe. No; I think you were right. I think you understood 
him correctly, but I think that is purely a matter of prejudice against 
the beet sugar rather than a matter that can be established as to 
availability tor the same piu^pose. I have heard all my life about the 
difference m the quality as between beet sugar and cane sugar, but I 
have never been able to find anyone who could tell me oi any real 
difference that existed between the two. One is sucrose and the 
other is sucrose, and the only thing we have to measure it is the 
polariscope, which does not show any difference, whether it is made 
irom beets or whether it is made from cane. 

Senator Walsh. They are not mixed for the same purpose, are 
they? 

Mr. Chaffe. Not that I am aware of. 

Senator Walsh. Why ? 

Mr. Chaffe. I do not see that there would be any advantage in 
doing that. 

Senator McCuMBER. There would be no occasion for it, would 
there? 

Mr. Chaffe. I can not see that there would be any advantage 
gained at all by doing such a thing. 

Senator McCumber. As a matter of fact, does the cane sugar sell in 
market generally for 20 cents per hundred pounds above the beet 
sugar ? 

Mr. Chaffe. Bone-black granulated; yes, sir. Sometimes, be- 
cause our quality is not as good as theirs, it sells at 10 cents under 
beet. I am aware of the fact that this year some sales have been 
made where the difference has been wider than 10 points under beet. 
But I should sav that is the usual rate of difference. I have heard 
of other cases where sales were made at a wider differential, but that 
is largely because they wanted the money. In one instance that I 
remember I had assurance from an individual that he had conceded 
15 cents because he wanted ready cash. 

Senator McCumber. Does the bone-black refined sugar bring a 
hiffher price than the other? 

Mr. Chaffe. Yes. That is the only difference that I know of that 
vou have as between beet granulated sugar and cane granulated. The 
beet factories do not usually work with bone-black equipment, so far 
as my information goes. Our plantation granulated is made with 
bone-black ecjuipment. Then there is the mne and sulphur process. 
Sulphur dioxide is used for bleaching the juices. 

In 1920 our losses were rather heavy on cane because our crops, 
like those of the beet people, were made on high prices for every- 
thing. 

As to the details, each item of expense entering into the cost is 
shown here. We have here the figures showing me losses per ton 
on the crop of 1920. There are four plantations shown. In tne year 
1920 they lost all the way from $5.23 to $13 per ton on cane in the 
agricultural end. You must imderstand that that is the agricultural 
operation. 

I have here some letters. They happen all to come from the same 
man, but he happens to be the president of more than one sugar-plant 
company. These letters show the results of operations m 1921. 
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Quite a number of our plants are still in operation. It is only from 
these few that have finished that I could get the figures. 

The president of the Evan-Belle plantation states tiiat the cost of 
production has been $73,000, which equals, for planting, cultivating, 
and other expenses to the beginning oi grinding, $5.33 per ton. The 
harvesting expenses, includi^ cuttmg, nauling, and delivery to rail- 
road, amounted to $1 per ton, and the overhead expenses amounted 
to $1 per ton, maldng a total cost of production of $7.33 per ton. 
He says that against this they will receive on an average trom the 
factory $3.85 per ton, showing a loss of $3.48 per ton. 

He says that the cost of production on the Evan-Hall property has 
been $42,329, which includes planting, cultivating, and oUier eX' 
penses to the beginning of grinding, or $3.84 per ton; that harvesting 
expenses, including cutting, haiiling, and delivery to railroad, 
amounted to $1 per ton, with the same figure for overhead expenses. 
This makes a total cost to produce of $5.84. Against Uiis there will 
be receipts of $3.85 per ton, showing a loss of $1.99 per ton. 

The Choctaw plantation shows a cost — this place has no factory, 
nor does it own any interest in any factory — of $4.50 per ton, against 
receipts of $3.85 per ton, making a loss of 65 cents per ton. This 
is accounted for by the diflFerence in the overhead. 

The Cedar Grove Sucar Co. shows a cost of $4.67 per ton as against 
receipts of $3.85, or a loss of 82 cents per ton. 
These are all strictly agricultural operations. 
I have here a telegram saying that the cost for producing cane this 
year was $5.60 a ton; the cost of manufacturing, $2.41 per ton; 
overhead expenses, $1.10 per ton- yields were equivalent to 170 
pounds of granulated sugar; the selling price was equivalent to $7.82 
per ton; and the net loss, $0.89 for growing and manufacturing. 
This telegram is from the Sterling Sugar Co. (Inc.). It operated a 
large factory to cultivate their own cane, which amounted to approxi^^ 
mately 14,000 acres. 

Senator McLean. Do you know what percentage of the cost would 
be labor ? 
Mr. Chafpe. About 52 per cent. 
Senator McLean. What do you pay your farm hands ? 
Mr. Chaffe. $1.25 per day. 

Senator McLean. Do you know what they pay in Cuba for the 
same class of labor ? 

Mr. Chaffe. I do not know. The only information I have is 
what I have gathered here. 
Senator McCumber. Is that $1.25 without board? 
Mr. Chaffe. Without board. If it is labor from some distance— 
and we frequently have to send to our neijzhbors for assistance — 
we usually pay a dollar a day and board. iMs year it is 90 cents a 
day and boara. We can not board them for 35 cents a day, but we 
have to have the help. 

The sugar in Lomsiana can not be left in the fields. This year 
we are fortimate in not having any ice to kill the crops. As a result 
of that cane tonnages are running higher than we anticipated and 
the sugar content is very much better than the average. We usually 
get about 138 pounds per ton of cane, but this year we are getting 
170, as that telegram states. That is the antithesis of what we had 
in 1919. In 1919 it began to rain in July; that is to say, it began 
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to rain in July, 1918, and it rained 120 inches by July, 1919. The 
result was that that crop was only one-third of a crop. That is 
why the Attorney General granted tne price of 17 cents and 18 cents 
for our low-grade and high-grade sugars. In many instances that 
did not cover the cost of production. 

Senator Calder. Is the acreage of cane sugar increasing or de- 
creasing ? 

Mr. Chaffe. It fluctuates so with the prospect of free sugar or 
other vicissitudes attached to the sugar question that it is difficult 
to say. Of course, in 1915 we began to trim our swls for 1916 free 
sugar. The crop in 1916 dropped down to about 186,000 tons. 
The crop of 1919 was not reduced because of premeditation or any- 
thing 01 that sort, but purely because of weather conditions over 
which we had no control. 

Senator Calder. What I meant was this: Over a period of years 
has the increase been about the same ? 

Mr. Chaffe. About the same. 

Senator Cau>er. There has been no increase in other parts of the 
country ? 

Mr. Chaffe. There is very little increase in Florida, but I am 
told they are hesitating about going ahead imtil they see something 
that looks like stabilization of the industry. Sugar cane is not 
Uke beets. You can not buy a carload of sugar-cane seed and plant 
it. You have to make up your mind before the first of the year 
that you are going to plant cane and then cut the stalk. It takes 
from 8 to 9 per cent or, I should say, from one-eighth or one-ninth 
of the entire total of cane grown in Louisiana to seed the next crop. 
We may grow two crops. The land has to be renewed. It is not 
profitable usually for more than one year. 

Senator McLean. It is entirely an annual aflfair ? You cut the 
stalk? 

Mr. Chaffe. Yes. 

Senator McLean. And set them to get the crop that season ? 

Mr. Chaffe. No, sir. We begin the preparation of our land in 
September. We go over the land and thoroughly plow it with a 
four-mule team or a tractor. We break them deep and pulvOTze 
and lav them off and plant the cane, beginning to plant, usually, 
in the first week of OctoDer, but not later than the 10th of November. 
We put about 5 inches of soil on that land and leave that there. 
By tne 10th of May you can not tell whether the cane was planted 
in the fall or in the spring. 

In the spring, when tne time comes to cultivate that crop, the 
first operation is that of throwing the dirt away from the center. 
They take the surplus earth off the side so as to have the early sun 
warm it up and make it sprout. Then you cultivate it in that way 
until your cane comes up to what we call *' coming to a stand.' 
Then you apply your fertilizer to it and bring the earth back to the 
crop. It is one continuous round of cultivation until the month of 
May. By the 4th of July we try to get it laid by. Between the 10th 
of May and the 4th of July it usually gets from three to four cultiva- 
tions. The average cane crop gets seven cultivations after it has 
been planted. It is about as intensive cultivation as can be imagined. 

Senator McCumber. I take it that weeds flourish. 

Mr. Chaffe. They do, sir. We must keep those weeds down by 
constant cultivation. We do that. That reduces the amount of 
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manual labor that has to be done in hoeing the field and cleanii^ in 
that way. 

In conclusion, we think that if the Government thought that from 
1864 to 1890 that 3i cents per pound was little enough to impose to 
provide the protection for that industry in the United States that 
nothing less than that should be the measure of protection given to 
us now. 

Senator McCijmbsb. Are you satisfied with the protection that is 
given in the House bill ? 

Mr. Chaffe. Of $1.60? 

Senator McCumbee. Yes, sir. 

Mr. Chaffe. No, sir. 

Senator McCumbee. What is it that you wish ? 

Mr. Chaffe. I think we should have 2^ cents a pound. 

Senator McCumbek. Against Cuba, 2i cents? 

Mr. Chaffe. Yes, sir. If you are going to consider what our 
necessities are, Senator McCumber, I do not see how you can give 
us less than 2 cents a pound. I can not see how we are going to get 
on — that is, against Cuoa. Whatever rate you name against anybodjr 
else does not mean anything except under such extraordinary condi- 
tions as existed in 1920. reople are not going to send sugars here 
when they must sell them at a disadvantage of 20 per cent which 
the Cuban production enjovs. The only conditions that would 
bring that about would be that they might find a ship for America 
when it was impossible for it to go anywhere else. 

Senator McCumber. Is there anything further ? 

Mr. Chaffe. No, sir. 

Senator McCumber. The committee is verv much obliged to you. 

(The documents referred to are as follows:) 

St. Claire, La., December 15, 19£L 
Mr. Joe B. Chaffe, 

Care of American Cane Growers^ Association^ 

Union Trust Building^ Washington^ D. C. 
Dear Mr. Chaffe: Knowing that you left for Washington rather hurriedly to 
appear before the Tariff Committee, and that possibly you were unable to secure all 
the data on cane cost that you desired to take with you, I take pleasure in giving you 
the following, as I know you will be glad to receive same: 
The costs on our Choctaw property for this year are as follows: 

Per ton. 

Planting, cultivating, and other expenses to the beginning of grinding $3. 00 

Harvesting expenses, including cutting, hauling, and delivery to railroad. . . .75 

•Overhead expenses , , .75 

Total cost to produce 4. 50 

Against this we will receive on an average, selling to factory, $3.85 per ton. You 
-wrill note this will show a loss of 65 cents per ton. 

The cost on our Evan Hall property for this year are as follows, based on a produc- 
tion of 11,000 tons: 

Per ton. 
Our cost has been $42,329, which ec^uals for planting, cultivating, and other 

expenses to the beginning of grinding $3. 84 

Harvesting expenses, inclucling cutting, hauling, and delivery to railroad. . . 1. 00 
Overhead expenses 1. 00 

Total cost to produce 5. 84 

Against this we will receive on an average, selling to factory, $3.85 per ton. You 
will note this will show a loss of $1.99 per ton. 

The costs on our Belle Alliance property for this year are as follows, based on a 
production of 13,700 tons: 

81527— 22— scH 5 10 
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Per t«. 
Our cost has been $73,000, which equals for planting, cultivating, and other 

expenses to the beginning of grinding $5.33 

Harvesting expenses, including cutting, hauling, and delivery to railroad ... 1. 00 
Overhead expenses ^ 1.00 

Total cost to produce 7.33 

Against this we will receive on an average, selling to factory, |3.85 per ton. You 
will note this will show a loss of $3.48 per ton. 

The costs on our Cedar Grove property for this year are as follows, based on a pro- 
duction of 12,000 tons: 

Per ton. 
Our cost has been $30,232, which equals for planting, cultivating, and other 

expenses to the beginning of grinding $2.42 

Harvesting expenses, including cutting, hauling, and delivery to railroad. . 1.00 
Overhead expenses 1. 25 

Total cost to produce 4. 67 

Against this we will receive on an average, selling to factory, $3.85 per ton. You 
will note this will show a loss of $0.82 per ton. 

We trust that these figures will prove of value to you and show the fs^cta of actual 
conditions in the sugar industry. 
Yours, very truly, 

Cbdab Grove Sugar Co., 
By Chas. E. Thibodauz, 

Secretary Treasurer, 



Franklin, La., December 19, 1921. 
John M. Rogers, 

Care American Cane Growers* Association^ 

810 Union Trust Building, Washington, D. C. 
Answering: Le Bouigeois wire, our cost sterling organisation based on completed 
figures growing and delivering to factorv present cane crop $5.60 per ton of cane. 
Cost of manufacturing and average freight and loading charges, not including over- 
head, $2.41 per ton* Overhead expenses, $1.10. Yields equivalent 170 poimds 
graniilated. Sdling now $4.60 net plantation, equivalent to $7. 82 per ton. Estimated 
by-products, 40 cents. Net loss 89 cents per ton. Mailed special-delivery statem^t 
to-day. 

Sterung Sugars (Inc.), 
By C. D. Kew, General Manager. 

ComparaHve statement of agricultural operations for the year 1920 showing operating 
cost of producing andharvesting a ton of cane exclusive of overhead expenses. 





Plantation No.— 


• 


1 


2 


3 


4 


Gane aent to lieMstoiry (tons) 


1,837 


3,082 


6,4DT 


2,653 






EAENINOS. 

Oane aent to footory 


16.00 
.45 


16.00 
.42 


S6.00 
.67 


S6.<n 


Com and hav ctods 


.66 






Total earnings 


6.45 


6.42 


6.87 


6.0 






EXPENSES. 

Maintenance and repairs: 

Roads and bridges 


.07 
.81 
.32 
.36 


.08 
.66 
.84 
.76 


.06 , 
.66 
.34 
.46 


.14 


Ditches and diich banks 


1.41 


Repairs of buildings 


.» 


Implements and gear 


.58 






Total 


1.56 


2.34 


1.54 : 


2.39 






\== 


" 
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Comparative statement of agricultural operatioru for the year 1920 showing operating 
cost of producing and harvesting a ton of cane cmusive of overhead expenses— Con. 





Plantation No.— 




1 


2 


8 


4 


sx?KN8Ba— continued . 
Planting and cultivating cane crops: 


$0.71 


$0.73 


$0.74 


$1.26 


Spring plantuig 


.04 


Plows'and cultivators (plant cane) 


.22 
.57 
.16 
.28 
1.52 
.26 


.37 
.82 
.16 
.19 
1.34 
.75 


.23 
.41 
.14 
.11 
1.73 
.19 
.72 


.29 


Hoes and shovels (plani cane) 1 


.96 


Plows and cultivators (stubbfe) 


.27 


Hoes and shovels (stubble) 


.31 


Fertilizer 


2.95 


Tractor (operation, repairs, and one-third cost) 


.77 


DrainAgn inanhine 


.14 










. Total 


3.72 


4.36 


4.27 


6.89 






Harvesting cane crop: 

CftpA flitting . 


1.69 
.01 
.26 
.09 


1.52 
.17 
.01 
.22 


1.60 
.04 
.37 
.10 


2.07 


^an« loading 


.07 


Patia hi&iiHTig, , ^^, 


.25 


Canetransfer 


.30 






Total 


2.05 


1.92 


2.30 


2.09 






Com and hay crops: 

Planting and cultivating , 


.53 
.00 
.22 


.51 

1.08 

.26 


.51 
1.15 
.22 


l.U 


Fertiii2lrr!!..T;... .7...::::::::: :;:;:::: ;'.: 


2 05 


H arv(»ting 


.38 






Total 


1.65 


1.85 


1.88 


8 54 






G eoeral expenses: 

Feed 


1.63 
.33 
.45 
.29 


1.07 
.38 
.33 
.20 


1.90 
.26 
.33 
.27 


3.29 


Stable expenses 


.43 


Overseer's salary 


.46 


Odds and yards 


.32 






Total 


2.70 


1.98 


2.76 


4.50 






Total expenses ' 


11.68 


12.45 


12.65 


20.01 






Loss per ton 


5.23 
935 


6jS" 
703 


5.98 
1,035 


13.38 


Acres under cultivation 


833 






Average earnings per acre 


$44.60 
81.00 


$36.40 
73.42 


$41.29 
78.32 


$21.28 


Average expense per acre 


63.73 






Average loss per acre 


36.31 


37.02 


37.03 


42.46 







» Average for group, $14^. 

STATEMENT OF JOHN M. BOOEBS, BEPBESENTINO THE LOUISI- 
ANA CANE OBOWEBS' ASSOCIATION. 

Mr. Rogers. Mr. Chairman and gentlemen, before going into the 
details that I want to put before voii I want to controvert a 
statement or two made by some gentlemen who appeared here on 
yesterday. 

During the war period my friend John M. Parker, now governor of 
the State of Louisiana, who was food administrator^ called me from 
my home in the country to New Orleans to assist him in that work. 
He placed in my hands the distribution of the Louisiana sugar to 
the citizens of Louisiana and the merchants, under the rule of the 
Food Administration. 

There happened to come to my desk one day a gentleman with a 
request for a certificate for 100 pounds of sugar. I said to him, ''Are 
you a citizen of Louisiana ?*' lie said, ''No." I said, ''Are you in 
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business in Louisiana?'* He said, **No." I said, "What do you 
want with that sugar ?*' He said, ''I have a trainload of Chinamen 
in bond bound for Cuba. They are squealing like pigs for something 
to eat, and I thought some su^ar might quiet them." I said, "We 
have just made a request of the War Department to permit us to 
have soldiers from Camp Beauregard who are willing to volunteer to 
go into our cane fields and there be paid the high wage now prevailing 
and be under the command of their officers, in the hope that we can 
save our crop. The laborers from our fields are in the camp or are at 
the front defending America in this war. I want to sav to you, sir, 
that if your Chinamen continue to squeal like pigs, or if they starve, 
they will not get any sugar. '* That is to controvert the statement 
made by the gentleman who said that the immigration laws of Cuba 
must conform to those of the United States. 

I talked in 1919, when we were in serious straits for labor, with a 
then member who was well up in authoritv in the Department of 
Labor in Washington. That gentleman told me that ne was con- 
vinced from the data that he had, or information that he had, that 
there were about 40,000 Chinese in Cuba; that they were coming 
into Cuba at the rate of 8,000 annually; that those Chinamen were 
practically brought there under contract. We know that there are 
trainloads of Chinamen passing every year, even this year, through 
our cane fields in Louisiana on the vSouthem Pacific Railway on their 
way from San Francisco for embarkation to Cuba. 

Not long since a newspaper carried reports that a ship was wrecked 
on the coast of Florida, and following that they found 16 Chinamen 
in the woods. They came over on their own initiative to get into the 
United States. 

Senator Calder. They might have been in the crew. 

Mr. Rogers. They were not in the crew, so the paper stated. 
It was not a Chinese vessel. 

This Department of Labor man said that the Chinaman was willing 
to go through the necessary two years of Cuban hardship in order that 
he might become a resident of the United States in that way, in his 
opinion. So much for the practice. There were 250 or 300 Chinamen 
in that bunch in New Orleans. I was so much interested that I took 
occasion to look at them. 

Senator McCumber. Has there been any scarcity of labor in Cubal 

Mr. Rogers. I could not tell. I do not think anybody will d«iy 
that Cuba brings from Jamaica and various other lands every year 
laborers for her ftrops. 

A young man in Louisiana, who has charge of one of the Cuban 
properties, told me that the best laborers they have are Spaniards 
who are brought over here and returned. They are not citizens of 
Cuba. He said they are the best laborers they have. A lot of them 
are stranded in Cuba this year. He said that Cuba has neither the 
number nor the qucJity of labor for the harvesting of the crop, and 
that they do bring them from the islands aroimd about, and a lai^ 
number from Spam. That was what I was told. 

I wish to controvert another statement made here, and that is the 
statement that the investment of capital in Louisiana production 
was $35,000,000 and of the beet industry, I believe, $150,000,000. 
The gentleman took the census of manmactures in 1914, which I 
have before me." It shows for Louisiana $32,998,000 and for the beet 
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sugar $142^000,000. But, gentlemen, that applies to factories only 
ana takes into consideration none of the lands, none of the invest- 
ments in any otheT things that go to make up the sugar crop. 

As Mr. Chaffe told you, our investments, six hundred thoiisand and 
odd acres of land in addition to the factories and all the other items, 
are equivalent to $125,000,000; the Hawaiian investment, I am con- 
vinced from investigations I have made, is about $175,000,000; the 
Porto Rican about $150,000,000; and when you coxmt eight hundred 
thousand and odd acres of land in cultivation at its value, which the 
farmer owns but not the beet companies, that that will run close to 
$600,000,000. 

So I am convinced myself that the investment of capital employed 
in the production of sugar in America and its insular possessions is 
at least $1,050,000,000. 

The Cubans in their original propaganda issued in Washington, I 
beUeve it was, started out with only $600,000,000 investment, and 
that has grown in this short time to a billion dollars. So, if they 
continue tneir investments at that rate it will not be very long until 
their investments in Cuban sugar production will exceed that of the 
rest of the world. 

I want to bring this to your attention, that if an American citizen 
anywhere had money to invest, and all other things being equal, it is 
reasonable to suppose that he would invest it in America. Therefore, 
the reasonable conclusion is that Americans who invested their 
biUion dollars in Cuba for the production of sugar in Cuba invested 
that money there because they believed that it would make them 
more money than if they invested it in su^ar production in America. 
Therefore, there has never been a time when an American who had 
the thought of sugar production and who had a billion' dollars was 
satisfied that we had a sufficient tariff to protect the American 
industry against the Cuban industry. Hence, those jgentlemen put 
their money where they thought — and facts prove that they were 
correct — that with a tariff sucii as would always hamper American 
production, or, rather, put it the other way, encourage Cuban pro- 
duction, then they would put it in Cuba, where it would pay them 
the greatest returns. 

For the sake of brevity, and to make things simple, I want just 
to refer to the Cuban rate, and when I use figures, it will be that — 
and I do not want and will not use abnormal year costs and figures, 
for the reason that we have had at no time during the war period 
^r up to the moment a time when normal conditions prevailed. 
Therefore, of necessity, we must go back to what is cblled tne prewar 
period, or the normal period. For the comparison of costs, I am 
only going to use Government sources. 

'The War Industries Board Bulletin 13, Prices of Sugar and Re- 
lated Products, on page 5, says prewar cost in cents per pound at 
factory was for Cuba 1.45, Louisiana 3.98. 

In the hearings before the Ways and Means Committee, January 
18, 1921, Philip G. Wright, of the United States Tariff Commission, 
testified that the average prewar costs in cents per pound were: 
For Cuba, 1.70; for Louisiana, 4.480. He afterwards reduced that, 
as I will show you, to a raw basis. And by reference to Tariff In- 
formation Series 16, page 32, and Miscellaneous Series 53 by the De- 
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partment of Commerce, it is clear that the figm^es used by Dr. Wright 
were for sugar deUvered in the United States, exclusive of duty. 

Miscellaneous Series No. 53,' published by the Department of 
Commerce, says that the average cost of production m cents per 

Sound, f. o. b. factory, Louisiana, was 3.973, and for Cuba, 1.44i; 
elivered in the United States, Louisiana, 3.975; Cuba, 1.719, 
exclusive of duty. 

The Times, of Cuba, published there, and which I have been read- 
ing, and it has not been disputed, says in the June, 1921, issue that 
Cuba has made sugar profitably in former years as low as 1^ cents a 
pound. 

Analyzing these several independent sources — three of them oflBcial 
XJnited States Government, the other Cuban and written in Cuba's 
interest — we find that to equalize costs we must have the following 
tariff rates as against Cuba: 

War Industries Board: Louisiana cost, 3.98; Cuban, 1.45; the 
difference to equalize cost, which would be the measure of the tariff, 
2.53. 

The Department of Commerce, Miscellaneous Series 53 : Louisiaiia 
factory cost, 3.973; Cuban cost, 1.445; the tariff required would be 
2.528. 

The Tariff Commission, by Dr. Wright: The Louisiana cost of 
4.480 and the Cuban cost of 1.70 would be a difference of 2.78, but 
from that deducts 0.379 cents to bring the Louisiana general line of 
sugars to a raw basis, and makes the difference 2.401. 

The Times, of Cuba: Cuban cost, 1.50, and they say we should have 
a profit of 1 cent, would be 2i cents selling. 

War Industries Board: Louisiana cost 3.98, a profit of 1 cent would 
make 4.98, and from that you deduct the Cuban price at which they 
are willing to sell of 2^, which would leave 2.48 as the tariff required to 
give Lomsiana an equalized tariff. So that on these authonties and 
from these sources we say to you we should have 2^ cents in Louisiana 
against Cuba to equalize oiu* costs. 

We say, shall it oe Cuba and America, or shall it be Cuba alone ! 

The tariff on sugar as finally fixed in the bill now before you will 
determine whether it shall be Cuba and America or Cuba alone. A 
taribOf equalizing the cost of production in America and Cuba means a 
continuation of sugar production in continental America at least at 
the present annual rat^ of a million tons or more, about one-fourth 
the amount necessary to supply the American market; it means 
another million tons produced under the American flag in Porto Rico 
and Hawaii, the totfiu production on American soil in round figures, 
of 2,000,000 tons, enough to supply half the demand. 

It means domestic competition with the foreign production and 
the refiner of that foreign production. It means cheap sugar to the 
American consumer because of that competition. 

It means, gentlemen, the control and the distribution of su^ar will 
be in many competing hands instead of a practical monopoly con- 
trolled by a small nuim)er of closely organized seaboard refiners. 

The census of manufactures for 1914 shows there were then in 
operation 241 establishments engaged in the production of Lomsiaiia 
cane and American beet sugar. There were 18 refiners engaged in 
refining exclusively. The establishments in the United States now 
engaged in cane and beet sugar production are distributed in Loui- 
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siana, through the Middle Western and Far Western States, all in 
active competition, with each other. Of the now 20 refiners of raw 
sugar, according to the 1919 census of raw sug'ar — that is, imported 
sugar — the two in California refined Hawaiian sugar, and, of course, 
can be eliminated. 

Senator McLean. How does your cost compare with the cost in 
the Hawaiian Islands ? 

Mr. Rogers. Oiur cost compares with the cost in the Hawaiian 
Islands ? 

Senator McLean. If you are coming to that later, I will not 
interrupt you. 

Mr. Rogers. I was not going to deal with the cost of anything but 
Louisiana, since the Hawaiian representatives are here. 

Senator McLean. No; but your sugar is in competition with them, 
and I was wondering 

Mr. Rogers (interposing). Ours does not come in competition with 
Hawaiian other than on uie Pacific coast. 

Senator McLean. Yes; but if they did not produce sugar in the 
Hawaiian Islands you would furnish the Pacific coast. 

Mr. Rogers. I think the beet would; yes. 

Senator McLean. Or beets ? 

Mr. Rogers. Of course, the Hawaiian cost is less than ours. 

Senator McLean. If you stopped producing it, we might have to 
go to the Pacific coast to get some of our sugar. I was wondering 
what the difference in cost of production was, m a general way. 

Mr. Rogers. I have not that in my brief, and I would have to refer 
you to the Hawaiians for that. 

The establishments in the United States who are now engaged in 
cane and beet production are distributed as I said. 

Of the now 20 refineries of raw sugar, 2 in California are refiners of 
Hawaiian sugar, the other 18 are on the Gulf and Atlantic seaboard, 
and chiefly engaged in refining Cuban raw sugars. They do refine 
Porto Rican sugars also, of course. 

A schedule ofrefining capacity prepared by the refiners' committee 
for the Federal Food Administration in 1918 shows for the two 
refiners of Hawaiian sugar on the Pacific coast a capacity of 10.494 
per cent, leaving 89.506 per cent of the capacitv engaged in refining 
miported raw sugars, mamly Cuban sugars, on tne Atlantic seaboard, 
and confined to 18 refiners. 

The combined refined capacity of these 20 refineries is generally 
conceded to be 50 per cent in excess of the American reqmrements. 
The American Swar Refining Co., in both its 1919 and 1920 annual 
reports, says: ''For many years there has been an excess refining 
capacity in the United States sufficient easily to meet all domestic 
reouirements, and to refine at least a million tons for export." 

Of the 100 per cent refining capacity, as shown in an exnibit I have 
here, No. 4, seven of the eastern seaboard refiners, with a combined 
refining capacity of 68.324 per cent of the whole, through ownership 
or by control, control either directly or through their directors or 
officers a very large Cuban production. 

Eliminating the two Pacific coast refiners, they being refiners 
chiefly of dutv-free sugar from insular possessions, of the remaining 
18 refineries having 89.506 per cent ol the total refining capacity, 
seven of these refiners controlling Cuban production represent 76..^ 
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per cent of those engaged in refining Cuban sugars. In the produc* 
tion of of the 1921 Cuban crop there were in opejration 192 centrals 
having a combined production of 27,442,218 bags. The ownership 
of centrals and production in bags of the national ownership was: 
American-owned centrals, 69; production, 2,055,590 tons. That is 
more than the normal prewar production of Cuban sugar and enough 
Cuban sugar to supply the deficiency between the domestic production 
and the (Siban; that is to say, that if the properties affiliated with the 
refineries on the seaboard were the only ones producing sugar in Cuba, 
then, in that event, they would produce enough to supply our Cuban 
demand. Now, the Cuban so-called, produced 1,177,138 against 
their more than 2,000,000. 

The Spanish ownership was 440,837 tons; the British was 80,720; 
the Cuban-American was 82,897 tons — that is to say, the Cuban- 
American such as are called Cuban-American; the French was 29,802 
tons; the Cuban-Spanish was 24,351 ; and the small amounts for the 
British-American and Cuban-Italian. 

The nationality ownership, measured by that production, showed 
52.62 per cent American. 

The figures are taken, gentlemen, by going to Poor & Moody's 
Manual of Industries and finding the American refiners and their 
stockholders and directors, then taking each of these individual 
Cuban companies and finding the same, or some of the same, directors 
and stockholders; the directors, officers, and stockholders of those 
Cuban companies; and I am limited to that. 

Therefore, my statement that only 52 per cent is Cuban as against 
the statement of the gentlemen who represented those interests here 
of 60 per cent. ' I can easily accept theirs, because I was limited to 
actual facts that any one of you can get for himself. 

The Cuban production, so-caUed, was only 30.152 per cent, etc. 

Furthermore, the best equipped and the highest producing factories 
in Cuba are the American-owned factories. The American factories 
average 208,538 bags per factory; the Cuban factories only half that, 
or 104,355 bags; the Spanish, 114,291; and all others an average of 
90,610 bags. 

Senator McLean. Has the price of land suitable for growing cane 
in Cuba increased in the last 5 or 10 years? 

Mr. Rogers. I could not answer that for Cuba. I can say this, 
however, that each one of these American companies that is listed in 
Poor & Moody^s Manual, almost without an exception, recites the 
fact that they have a great many acres of cane land not yet in cultiva- 
tion for sugar. Their potential production is fully equal to the total 
production of Cuba to-day. 

Of the 89 American-owned centrals in Cuba, 51 are American 
refinery products. Either by ownership, lease, or control, these 51 
centrals produced 11,716,928 bags, being 81.43 per cent of the total 
American ownership of Cuban production, or 42.69 per cent of the 
entire production oi Cuba. In addition to this there should be added 
the ownership by Hires, Hershey, and Loft, American soft-drink and 
candy manufacturers, and four centrals producing, in 1921, 470,841 
bags additional. 

This data, as I said, was seciu*ed chiefly from Poor & Moody's 
Manual of Industries, and is restricted to those listed therein. If full 
facts were available, we beUeve most, if not all, of the remaining 
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Ani^can-owned centrals could be shown as connected with the sea- 
board refineries. We think it reasonable to assert the further belief 
that a laree number of the centrals whose ownership is given as Cuban 
come in me direct sphere of influence of the refiners, either by stock 
holdinjgs, by being financed, by transportation control through owner- 
ship of railroads, docks, etc. A large portion of this centralized con- 
trol has been perfected within the past six years, much of it within 
three years, and the process is continuing. Indications are that 
majority control of Cuban production is now, or soon will be, in the 
hands of the refiners on the eastern seaboard, who will then name the 
price of Cuban raw sugar, the price to be paid the native Cuban for 
nisproduction. 

With such a lai^e control of Cuban raw sugar production with 
equal control of i&ierican refining, imless continental production 
and refining competition is maintained by a tariff that equalizes 
the American and Cuban production costs, not only will the American 

Eroducer be forced out of business, but the native Cuban as well, 
t is a well-known fact that the only competitor of the seaboard 
refiner or the producer of Cuban sugar is the sugar grown under the 
American flag. Cuba has no other competitors for the American 
market. The 20 per cent tariff preferential accorded Cuba is ample 
in amount to shut out the only other country in the world that can 
approach Cuba in production cost, that is Java. In addition to the tariff 
preferential, in the American market Cuba has other certain economic 
advantages over Java. Java is 75 days away from New York and 
Cuba is 7 days. Java's freight rate is, of course, very much higher 
and her production cost, from best available figures, is certainly 
nut lower than Cuba. So she starts out on an equal basis there. 

I would say that with no preferential 

Senator McCumber (interposing). Mr. Rogers, I will ask you 
that where you have figures and tables, if you can not present 
them, because it is difficult for members of the committee to ask any 
one to condense what they have in mind — I know how difficult it is 
myself; but I do want you to realize that there are a great many 
others coming on, and what you can put in without going into detail 
we wish you would do it so we can get through. 

Mr. Rogers. I will do that. I shall not reier to these tables. 

With no preferential tariff whatsoever, Cuba would hold the 
American market against all foreign countries. Putting sugar on the 
free list would not make any difference to Cuba so far as competition 
in the American markets as against foreign coimtries. The prefer- 
ential tariff of 20 per cent gave Cuba an added advantage of 25 cents 
per hundred pounds in the Underwood bill. In the present emer- 
gency tariff of 2 cents general tariff, Cuba with a preferential of 
20 per cent has an advantage of 40 cents per hundred pounds. This 
is her profit. In addition her competitors have to add their higher 
freight differential to this. With a general tariff of 2.50 cents, (Siba 
womd then enjoy, imder the 20 per cent differential, 50 cents per 
hundred pounds. With a tariff of 3^ cents, the Cuban would be 2^, 
an advantage of 62^^ cents. Her preferential freight and tariff profit 
would enable her to deliver to American refineries at an insurmount- 
able advantage over any foreign sugars. Cuba needs no preferential 
to give her me American market. Cuba does not want a greater 
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preferential than the 20 per cent. She plamly states her only desire 
as being a tariff rate not exceeding 1 cent. For what purpose does 
she want this ? 

Cuba's sole competitor in the American market is the producer of 
su^ar under the American flag. The seaboard refiners' sole compe- 
tition is still more narrowly restricted to the beet production of the 
Central and Western States and the cane sugar of Louisiana, and she 
says in her propaganda issued August 15 a tariff such as asked for 
is to simply tax the American consumer to stimulate the refining 
industry; in other words, the American pubUc would be paying a 
higher price for sugar in order to stimulate the beet-sugar industry 
in this country, which would eventually control sugar prices in the 
United States. And thej do not want any protection or need anjr 
protection against anythmg except that produced on American soil 
and under the American flag. 

This continental production being from field to finished product is 
within itself widely distributed as to ownership, as shown by Exhibit 
No. 3, therefore mghly competitive, whereas tne Cuban production, 
being more than 60 per cent American-owned, and that ownership 
restncted to 69 corporations, practically, if not actually, all a part 
of or closely allied with the refiners on the Atlantic seaboard, places 
the control of the Cuban production and price in monopolistic hands. 
The sole and only reason why the Cuban supply from tne cane in the 
field to the refined sugar for American consumption, is not wholly 
controlled in volume and price by the seaboard refiners is the pro- 
ducer of beet and cane sugar under the flag of the United Stat€» of 
America. These producers do^ not expect or desire to supplant the 
normal Cuban raw-sugarprod'uction nor its sale to or refining by 
the seaboard refiners. We expect-xmder any conditions, any tariff 
named, to continue to have the competition of Cuban sugar and the 
seaboard refiner. We only desire fair and equitable protection. 
Let it be Cuba and America. 

A low tariff on Cuban sugar would completely destroy the con- 
tinental producer. A short, snarp campaign of controlled shipments 
and prices would soon destroy any native Cuban who dared offer to 
oppose tMs^ant monopolj by the independent production and sale 
of sugar. There would smiply be no one to buy his sug^. His 
lands and factories would pass into the hands of the same interests 
that controlled the American sugar supply. The native Cubans' only 
alternative would be that of nothing more than a wa^e earner for 
the American owner. The American consumer would pay for his 
sugar whatever price the combination of refiners saw fit to fix after 
destroying all competition. It would make no difference to the 
refiner whether his profit be named in the price of Cuban raw sugar 
or that of the refined article. Being all this, he could fix either to 
suit, the result to him being the same profit in either case. To the 
American public it would mean a noncompetitive market, and in- 
evitably higher price. A tariff insuflicient to continue and encoura^ 
American production would cost the American public more money m 
a short period of time than all the revenue ever collected under a 
tariff that would equalize costs. A tariff-equalized cost would mean 
a continuation and extension of American production, and profitable 
returns to cheap producers. The American producer only asks fair 
and equitable consideration. Let it be Amenca and Cub^ 
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An insufficient tar^ on sugar simply means to turn over to Cuba 
the entire source of sugar supply for the American market. In doing 
tins there would be the eqmvalent of confiscation of the large capit^ 
invested in the 89 factories producing beet sugar and the 189 factories 
producing Louisiana cane sugar, ana a complete change of crops and 
Dusiness methods now employed in sugar production in America. 
Sugar producers of Louisiana have been trained for generations in 
this highly specialized line of agriculture and maninacture. The 

Seat majority of them could not readily readjust themselves to other 
les. Even were it rearranged only the fields now given to the pro- 
duction of sugar, it would simply mean the bringing mto competition 
with the already overcrowded and over production of rice, com, 
wheat, beans^ and live stock in the United States. Would tms be a 
good econoimc practice ? 

Cuba claims that there is invested in lands, factories, and equip- 
ment to produce sugar on the island more than $1,000,000,000 of 
American capital. Tne investment imder the American flag — a con- 
servative estunate — shows: For beet sugar, $600,000,000; K)r Louis- 
iana cane, $125,000,000; for Hawaii, $175,000,000; for Porto Rico, 
$150,000,000, or a total of $1,050,000,000. 

Capital that employs American labor at a fair wage, pa^rs its 
proper share for the support of the American Government and insti- 
tutions. National, State, and county; invest its money on American 
production and American soil, ships over American railways, buys 
American produce and manufactures, invests in American enters 
prise and deposits in American banks. The seaboard refiner renders 
a minimum of service, employment of labor, and in distribution of 
canital. 

No one takes seriously Cuba's undignified taunt that she increased 
her output at the request of the AUies. She used her enormous war 
profits to increase her output for the sole definite purpose of dominat- 
mg the American sugar market, destroying by the might of the power 
of ner enormous production at so much lower cost than the American 
producer could, that she thought she saw certain destruction of the 
American producer, particularly the beet producer of the West, 
She showed by her act that she intended to ultimatehr supply all 
America's requirements and much of the balance .of the world. 
American production remained normal. Not so Cuba. 

I want to call your attention to this fact hurriedly, that Cuba has 
purposely and definitely — and when I say '* Cuba" I refer particularly 
to Amencan capital invested in Cuba — gone forward in the increase 
of her production, knowing that normally there could not be more 
than a consumption of 2,000,000 tons, and to show what they did 
on that, in spite of the fact that we maintained in America practically 
without material change our same amoxmt of production, knowing 
the same thing, and we did not try to supplant Cuban beets, or 
Ix)uisiana, or anybody else, and yet they nave definitely tried to 
supolant us. 

The American crop in 1913, as compared to the Cuban crops, 
1917-18, increased 14 per cent; but the Cuban crop in the same 
period increased 42 per cent. But if you take the crops of 1912-13 
and compare — that is, American to that of 1920, our increased 
production was 4.8 per cent — I mean the total American, both 
Hawaiian and Porto Rico included. Whereas if you take the Cuban 
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? reduction of 1912-13 and compare it with 1920, it is 53 per cent, 
ou take the Cuban crop of 1921 and compare it with the period of 
1911-12, you will find tnat they had increased 105 per cent. Where 
the total American production mcreased 16 per cent. 

So that we, recognizing the fact that we had a market for oae 
half the production endeavored and did produce that half. Cub« 

f)roduced that half and twice as much more. I will not go over the 
act of extravagance and bad judgment in the holding of Cuban 
sugars by them, because that has been gone into. 

I want to call your attention brieflv to what the American re- 
finer means to America, leaving out tne fact that his money is in 
Cuba. The 241 establishments taking the census of 1914 listed as 
raw cane and beet sugar producers, separating Continental sugar 
production from the raw products, Ijeet and cane; we take cane, 88 
per cent, mature and turn out 12 per cent of that of sugar, a pro- 
duct that is finished, and we pay all the ex]>ense for doing tnat. 
The American refiner turns out to you 4 per cent of service in taking 
in 96 Cuban sugar and making it into sugar. On every item in 
1914 census, thev took those represented by the volume of sugar, 
handled by establishments by producing a sugar direct from cane 
and beets grown in Continental America exceed Uke items of the 
refiners of foreign sugars. ' 

This question was asked awhile ago, that probably will fit into 
that: Of the 3,560,147 tons of sugar going through refineries— 
that is, the American cane grower and the seaboard — ^2,463,303 
tons came from Cuba and 936,376 from our insular possessions; 
11,732 tons of full duty sugar while handling less than one-third 
the volume of sugar as is expressed by the refined figures, the Ameri- 
can cane and beet sugar factories paid for salaries, wages, and labor 
$831,152 more than the refiners; they paid $27,975 more t«xes; 
they added to the value of the raw proauct $1,569,564 more than 
the refiners. In addition to this, the entire $57,357,579 paid for 
raw material was paid out in America to Americans for cane and 
beets produced on American soil. The total paid out for American 
production, labor, and taxes, v[as $69,605,641. The •refiners paid 
out for American production, labor, and taxes during the same 
period, $11,288,935. Our refiners added 50 per cent to the value 
of raw material, and the refiners less than 10 per cent. 

Therefore, I say to vou, gentlemen, that this fight I can best liken, 
for illustration, to this condition: That if the "Big Five" meat 
packers, so called, owned in the Argentine enough land to supply all 
the beef needed in America, and in addition to that enough more land 
to double that, that they were not yet using, and they took that beef 
and put it into such condition that when they brought it to America 
they only had to take 4 per cent of waste material irom it, knowing 
as we do that they can produce that beef down there at least $10 a 
head cheaper than we could here, then the American farmer and beef 
grower would be just as the American sugar grower is to-day. 

The same thing would hold true if the eastern woolen mills owned 
Australian lands and sheep — you could carry that on through the 
Argentine in wheat. That is our condition to-day, and there is not 
any use in masking this thing, gentlemen. This is strictly and 
wholly a fight on the part of the Ajnerican investor in the American 
refineries and in the Cuban raw product, who believed that he could 
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iDTest his money in a foreign country and that a foreign country 
could get more returns from the capital invested than he could if he 
invested it in America. There is no thought on the part of the most 
of the men who are making this fi^t of any sympatny for or protec- 
tion to the native Cuban, and there is certainly none to the native 
American, and we say to you that also interests directly the con- 
sumer, because if that were created because of such msuflScient 
tariff levied against Cuba as would put out of business the American 
consumption, then in that event these American owners owning 
both the raw sugars in Cuba, which are not amenable to the laws of 
America, and the refineries on the seaboard, the price to the American 
consumer would be higher than it will ever be under any tariff that 
you may fix. 

I am confident that a vote for a tariff that will equahze the cost 
of American production will be not only a protection to the American 
sugar industry but will be a direct protection to every consumer of 
sugar in America. 

The claim that the passage of the emergency tariff act caused 
an inmaediate decline of 60 cents per hundred pounds does not hold 
with the statement made later in their presentation that the increase 
in tariff "would have to be paid by the ultimate consumer.'* The 
loss set forth in the figures is a purely hypothetical one. If she was 
selling at a certain price, any price wiU do, and the market declined 
60 cents per hundred pounds, then her loss on a given number of 
bags amounted to so many dollars. Cuba's loss, if any, is the 
difference between the cost of production and the price the sugar 
sells for. Their statement is a hypothetical one and not ''actual 
loss." The market could and did decline only because Cuba in her 
greed produced sugar far in excess of the normal and then held her 
overproduction for a fictitious price wholly unwarranted as based 
on cost to produce, and through her act causing large volumes of 
full-duty sugars to come into the United States, supplying the 
demand, creating an added surplus, and by her act causing the 
American producer, who was content to and did produce a normal 
crop and sold his crop at a reasonable price based on the cost to 
produce; Cuba carried down with her the American producer of the 
next succeeding crop. 

Cuba's profits on the sugar actually sold reveals a return to them 
for the three years that is almost staggering. In addition to the 
acknowledgment that Cuba can produce sugar cheaper than any 
other country might have been added the geographical advantage 
and the existing preferential allowed Cuba for the American market. 
From separate sources, all practically in agreement, treated from 
different viewpoints yet all giving practically the same result, we 
submit that 1 cent tariff is not sufficient to equalize costs for Loui- 
siana. It should be not less than 2.50 cents against Cuba. In the 
Cuban presentation the careful disregard to prewar costs is truly 
ingenuous. Normal economic, commercial, and productive periods 
axe the only ones that disclose true facts. Since 1913 no such 
normal conditions have prevailed; therefore comparison to be just 
must be placed in the prewar period. 

Cuba boasts that ''since the conclusion of the reciprocity treaty 
of December 11, 1902, was signed there has been no change in the 
Cuban tariff.' ' She tells only half the story. The reciprocity treaty 
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itself contains the following clause: ^'Provided, That while said con- 
vention is in force no sugar imported from the Repubhc of Cuba Mid 
beii^ the product of the soil or industry of the Republic of Cuba 
shallbe admitted into the United States at a reduction of duty greater 
than 20 per centum of the rates of duty thereon as provided by the 
tariff act of the United States, approved July 24, 1897.' ^ The actof July 
24, 1897, referred to provided a duty of ninety-five one-hundredths of 
a cent for sugar testmg not above 75° by the polariscope, with thirty- 
five one-hun(&edths of a cent for each additional degree, which is equiv- 
alent to 1 .685 cents per j)ound 96° sugar. A preferential of 20 per cent 
gives Cuba a tariff on this of 1.34 cents. Cuba accepted this proviso 
andwas signatory thereto. Yet we find this agreement violated by the 
United States in the passage of the Underwood tariff, reducing the 
general tariff to 1.25 cents per pound, 95° basis, with the 20 per cent 
preferential to Cuba, making tne tariff rate against Cuba 1 cent per 
pound. No; Cuba has never favored America with any reduction 
m her tariff, yet she accepted this gratuity to her chief product, 
sugar. She boasts of never having reciprocated this. No; Cuba 
knew when she signed the treaty and knows now that the higher the 
general tariff, the greater her protection to the American market. 
Cuba knows she has full possession of the American market for the 
normal, proper crop of sugar. So far as the citizenship of Cuba is 
concerned, there need be no fear as to the disposal at a fair price 
of their sugar production. It is not the volume of the American 
tariff that has placed Cuba in her present position. It is not the 
volume of any American tariff that ever will oe fixed that endangers 
the citizenship of Cuba or the production of sugar in Cuba by ner 
citizens. It is the American capital invested in Cuban production, 
the major portion of that capital and its Cuban investment being 
owned, controlled or directed by the same men and corporations 
that own, control and direct the American seaboard refineries. The 
protest is made in Cuba's name. " The voice is the voice of Jacob, 
out the hands are the hands of Esau.'' Another birthright is for 
sale. The native Cuban citizen is to be the Esau. Who is the 
''Cuban producer"? From sources quoted we find the following 
statistical data : 

Of the 14,389,128 bags produced by American capital, 11,716,928 
bags, or 42.69 per cent of the total Cuban crop, was produced by 
dividuals or corporations, owners, directors, and stockholders of 
I erican seaboara refineries. This explains with clearness the pecul- 
. r ailments advanced and the final aomissions in the memorandiun 
•jubmitted by the Cuban commission. The direct charge that the 
only competitor that Cuba has or fears to have is the producer of 
sugar in the continental United States and her insular possessions. 
In her further attack on the producer of sugar under the American 
flag, she entirely removes the mask and plamly eliminates the cane- 
sugar production. While making a general inclusion of Louisiana, 
Porto Kico, and Hawaii, she openly directs her attack on, and cost 
comparison to, beet sugar. Here again the hand of the seaboard 
refiner is shown. All the sugar produced in Porto Rico and Hawaii 
is refined in American refineries. A part of the Louisiana sugar is 
sold as raw sugar to the refineries. These same refineries that own 
or control directly practically 50 per cent of the entire Cuban pro- 
duction, it is altogether conceivable that a large portion of that witii 
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which their names are not officially connected is likewise under the 
domination of the refiners. The beet sugar pjroduced in the United 
States is refined by the American beet factories. Their production 
amounts to nearly 1,000,000 tons annually, almost one-fourth of the 
total American consumption, coming in direct competition with the 
seaboard refiners. Given the tariff asked for in Cuba memorandum, 
the combined seaboard refiners of the United States would bring 
about the following results: 

First. They womd increase their Cuban holdings: take the birth- 
right of the native Cuban; eliminate entirely any Cuban sugar pro* 
ducer who dared refuse their terms. 

Second. With their present power made complete by the lowered 
tariff, adding thereto tne excess power of ownerehip or control of all 
Cuban production, the sugar producer in insular America would be 
at the absolute mercy of these seaboard refiners. Prices paid the 
insular producer would be whatever the seaboard refiner named. 
He would produce or cease production at the will of the seaboard 
refiner. 

Third. The Louisiana producer would be forced to discontinue the 
production of competing grades of sugar, then summarily crushed out 
as unworthv to exist; his sugar mills a total loss, just as truly con- 
fiscated as by a war of armed conquest. 

Fourth. Tne combined refiners would then turn their attention to 
the destruction of the beet producer. Refined sugar for a short 
period of not exceeding two years, would be sold at the lowest price 
the world has ever knovm. Beet fields would be turned to the pro- 
duction of beans, wheat, and other cereals, adding to the already 
disastrous overproduction of these farm crops. 

Fijfth. This conquest completed, the seaooard refiners, owning or 
controUing the entu'e Cuban production, owning outright the exclu- 
sive refining power of the United States, the price ofrefined sugar 
would begin to rise, and in two or three more years the American 
sugar consumer would be paying the highest price ever paid for sugar 
in normal times. The Cuhan production would be increased to that 
amount just at or below the amount the American consumer would 
absorb and refiners export. 

Sixth. There would be no competition from Java or anywhere else 
in the world. The seaboard refiners having control of the raw Cuban 
production and the American refining, no other capital would have 
the temerity to risk their money in investments to compete with such 
a combination. Owners of the cane fields and the beet fields of 
America would not dare again planting their acres to sugar-producing 
crops, however alluring the price being then received lor sugar 
appeared. 

Seventh. During this time America would be losing $50,000,000 to 
$125,000,000 according to volume of tariff, per annum revenue at 
the customhouse, aU (5 which, after the period of destruction which 
carried down the American production, elapsed, every dollar would 
go to the refiners, the American public paying more in the advanced 
price than any tariff conceivable. 

Eighth. This process completed, this combination of Cuban-pro- 
ducing, American-refining, both controlled^ the next step, and that 
sure to come, would be the appearing of this interest before Congress 
asking the entire removal of all duty on Cuban sugar. The interests 
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owning both the production and refining could easily transfer their 
profits to the raw sugar in Cuba, always showing narrow margins of 
refining profits. To avoid American laws, they miffht even appear 
in fierce competition, eliminating any showing oi pronts from rennine 
if need be. Not so the price of raw sugar in Cuba. Our laws could 
not reach them there. No further hint of revolution in Cuba, no 
veiled suggestion of annexation, no other move that would make 
them amenable to the laws of the United States. 

This is no idle dream, but a logical conclusion, forecasting exactly 
what will happen if the plea made in Cuba's name be granted. For 
the sake of tne American consuming public, for the saving from 
practical bondage of the rank and file oi the native Cuban, tne low 
colono or small farmer, the laborer, to save Cuba from herself, for 
the sake of the producer of American cane and beet sugar, to treat 
fairly the American producer, this Congress in its wisdom will decline 
this request of the Cuban commission and instead thereof fix a ffdr 
and just tariff on all outside sugar that will equalize the cost of 
producing American-grown sugar with that of any other country 
anywhere. Thus will this great industry on American soil continue, 
competition in the sugar market be assured, fair prices maintained 
to the consumer, and the most equitable and just revenue paid to 
the support of the American Government by any commodity im- 
ported. 

(Exhibits submitted by Mr. Rogers are as follows:) 

Exhibit No. 2. 

Production of sugar in the UniUd States, 1910-11 to 1919-20. 

[In tons of 2,000 pounds.] 



Campaign year. 



Beet 

sugar 

(relined) 



1910-11 


Tons. 
510, 172 
599,500 
692,550 
733, 401 
722,054 


1911-12 


1912-13 


1913-14 

1914-15 





Louisi- 
ana .1 



Tons. 
;i2«,35fi 
352,874 
153,573 
292,007 
342,700 



Other 

Southern 

States.: 



Tons. 
12,320 
8,000 
9,000 
7,800 
3,920 



Campaign year. 



1915-16, 
191&-17 
1917-18 
1918-19 
1919-20. 



Beet 

sugar 

(refined). 



Tons. 
874,220 
826,657 
705,207 
760,950 
720,451 



Louiai- 
ana.i 



Tons. 
137,500 
303,900 
243,600 , 
263,450 j 
115,590 



other 
Southern 
States.' 



Tosis. 
1,120 
7,000 
2,240 
3,500 
1.125 



» Louisiana production for 1910-11 from A. Bouchereau's Annual, 1911-1917. Subsequent years from 
Denartment of Agriculture Year Book. 
« Includes Texas aa\y. 

Production of sugar in Porto Rico and Uawaii^ 1910-11 to 1919-20, 

[In tons of 2,000 pounds.] 



Campaign year. _ ^^ 

1 

I Tons. 

mO-11 342,340 

1911-12 371,070 

1912-13 , 398,004 

1913-14 1 351, 666 

1914-15 1 346,490 



Hawaii. 



Campaign year. 



Porto 
Rico. 



Hawaii. 



Tons. 

566,821 

595,258 

546,798 

617,038 

646,445 



1915-16 
1916-17 
1917-18 
1918-19 
1919-20 



Tons. 
483,590 
503,081 
453, 79« 
406,002 
485,071 



Tims. 
593,483 
044 574 
576,843 
003,583 
550^ 3a 
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SUMMARY. Tons. 

Beet sugar 7, 205, 168 

Louisiana 2, 434, 240 

Other Southern States 55, 025 



Total United States 9,695,433 

Porto Rico 1 4, 141, 116 

Hawaii 5,947,185 



Total Porto Rico and Hawaii 10, 088, 301 

Grand total 19,783,734 

Exhibit No. 3. 
[Censm Bureau's summary concerning the industry, 1919.] 

MANT7FACTURE OF CANE SUGAR. 

In 1919, 189 establishments were located in Louisiana, 6 in South CaroUna, 3 in 
Florida, 2 in Geoi^, and 1 each in Mississippi and Texas. 

Comparative mmmary of statistics for the cane-sugar industry , 1919 and 1914. 



• 


Number of estab- 
lishments. 


Production. 




1919 


1914 


1919 


1914 


Total for the industry 


1202 


181 


$57,741,320 


$21,635,373 






Sugar: 

Pounds 






450,955,838 
$16,659,085 

71,627,346 
19,547,378 

258,293,878 
$26,563,156 

113,154,404 
$9,808,958 

7,880,210 
1649,593 

20,058,248 
$4,868,740 

6,739,978 
$4,189,199 
$2,024,296 


529,601,993 
$18,947,683 

107,187,416 
$4,228,860 


Vahie 


. 




Refined- 
Pounds » 






Value .'. 






Clarified— 

Pounds 






182,149,649 
$6,742,286 

229,646,354 
$7,615,147 

10,618,574 


Value 






Raw- 

Pounds 






Value 






Brown- 
Pounds 






Value 






$361,410 


Molasses: 

Gallons 






20,675,260 
$2,021,517 

2,420,633 
$609,606 
$56,477 


Vahie 






Sirup: 

Gallons 






Vahie 






All other products (value) - 













1 Only the 189 establishments in Louisiana actually made sugar. 

MANUFACTURE OP BEET SUGAR. 

In 1919 there were 16 establishments each in Michigan and Utah, 14 in Colorado, 
10 in California, 8 in Idaho, 5 in Ohio, 4 each in Nebraska and Wisconsin, and 1 each 
in Illinois, Indiana, Iowa, Kansas, Minnesota, Montana, Washington, and Wyoming. 
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Comparative summary of statistics f of the heet-sugar industry y 1919 and 1914- 



1919 



1914 



Number of establishments.. 
Total value of products 



Sugar: 

PouDds 

Value 

Granulated- 
Pounds 

Value 

Raw- 
Pounds 

Value 

Molasses: 

Gallons 

Value 

Pulpr 

Tons 

Value 

Dried- 
Tons , 

Value 

Moist- 
Tons 

Value 

All other products (value). 



185 
1149,155,892 



60 
162,605,210 



1,426,891, 
$138,099, 

1.421,914^ 
$137,852, 

4-976, 
1247, 

18,841, 
$2,304, 

2,082, 
$5,798, 

976, 
$4,829, 

1,106, 

$968, 

$2,883, 



1,486,947.817 
$58,590,466 

1,478, 466, 8» 
$5S,351,S24 

8,480,918 
1239,142 

26,461,91 
$1,536,192 

C) 
$2,094,883 

(*> 
$1,510,750 

$584,104 
$383, 6« 



1 Department of Agnculture and American Sugar Producers' Association Report 89. 
« Not reported in 1914. 

MANUFACTURE OP BEFINBD SUGAR. 

In 1919, 5 establishments were located in New York, 4 in Pennsylvania, 3 in Louis- 
iana, 2 each in California, Massachusetts, and New Jersey, and 1 each in Texas and 
Georgia. 

Comparative summary of statistics for t?ie refined'Sugar industry, 1919 and 1914' 





Number of estab- 
lishments. 


Production. 




1919 


1914 


1919 


1914 


Total for the industry 


20 


18 


$730^986,706 


$289,388^ nS 


Refined sugar. 

Pounds 






7.042, 9(^837 
$71% 56?; 395 

$678,771 

38,144.320 

$14^637,830 

$a; 102, 710 


'^M 


Value '. 






Molasses: 

GaUons 








Value 








Sirup: 

Gallons 






135.802,996 


vSuT!;::::::::::;::::::::;::::;;;::;::;:;:;;: 






••^s 

















1 Not reported separately in 1914. 
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Exhibit No. 4. 

Basis of proportionate distribution as fired on Nov. 4i 1918 1 at a meeting of the American 
refiners^ committee of the United States Food Administration, 

Per cent. 

American Sugar Refining Co 38. 001 

Arbuckle Broe , 6. 613 

California & Hawaiian Sugar Refining Co 6. 945 

Colonial Sugars Co 2.185 

Federal Sugar Refining Co 8. 645 

William Henderson 1 . 220 

Imperial Sugar Refining Co 1. 122 

The W.J. McCahan Sugar Refining Co 2.489 

National Sugar Refining Co 11.940 

Pennsylvania Sugar Co 4. 537 

Revere Sugar Refining Co 2. 985 

Savannah Sugar Refining Corporation 2. 149 

Warner Sugar Refining Co 6.187 

Western Sugar Refining Co 3. 549 

The Leon Godchaux Co. (Ltd.) L 433 

Exhibit No. 5. 

american refiners* interests in cuba. 

The Colonial Sugars Co. and National Sugar Refining Co., through their officers, 
Messrs. J . H. Post and T. A. Howell, are interested in the following Cuban properties: 



Central. 



CompaDy. 



1921 pro- 
duction, 



Niquero 

laabel 

Lob Canoe.. 
Soledad.... 
Palma 



Copey.. 



Tanamo.. 



Tinguaro 

Constanda 

Unidad 

Mercedita 

DoUcas 

San Manuel ....i..i..do. 

Chaparra | do. 



New Niquero Sugar Co 

Ooantanamo Sugar Co 

do 

....do 

Pahna Sugar Co. (West India 

Finance Corporation). 
West India Sugar Finance 

Corporation. 
Atlantic Fruit Co. (West India 

Finance Corporation). 
Cuban-American Sugar Go 

do '. 

do 

do 

do 



175,261 
63,644 
91,454 
98,823 

123,097 

146,688 

264,663 

250,408 
156,857 
88,939 
117,526 
768^378 
(») 
420,127 



Prodnotion, 14 centrals. . 



I 



"2,765,865 



1 Not given. 



t Plus San Manuel. 



Edwin Atkins, head of Atkins <& Co., formerly an ofScer and director of the American 
Sugar Refining Co. According to reports he has sold out his interests in that company, 
hut is still engaged in refining sugar. During the past season this refining has heen 
done at the refinerv of the Pennsylvania Sugar Refining Co. in Philadelphia. Owns 
interests in the following centrals and companies. 



Central. 



Company. 



Cctfacas 

Soledad 

San Agustin.. 

Florida 

Punts Alegre. 
Trinidad 



Production, 6 centrals. , 



CHa As. Caracas 

Cia Az. Soledad (AtUns).. 

Atkins <ScCo '. 

Pimta Alegre Sugar Co — 

do 

....do 



1921 pro- 
duction, 
bags. 



179,919 
114,920 
165,760 
260,417 
329,676 
M,946 



1,136,538 
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The McCahan Sugar Refining Co., through its president and vice president, Meam. 
M. E. and B. B. Rionda, are interested in the following Cuban properties: 



Central. 


Company. 


1921 
liagft. 


Maniti 


Manati Sugar Co 

Cuba Cane Sugar Corporation. . 
.. ..do 


400,400 
21S,8lfi 


LaJuUa 


Alava 


334 913 


Conchita 


do 


268,600 


FeUB 


.... do... 


mii5 


Mercedes 


do... 


360,e»4 


Santa Oertnidjs. 


do 


205 865 


Socorro 


do 


304 197 


Soledad 


do 


U2,586 


Lequitio 


do 


168 453 


Maria Victoria 


do 


108,706 


Perse veranda 


do 


164,139 


Jaguoyal 


do 


350 06(7 


Loeareno 


do 


234,014 


Moren 


do 


580,979 


Stewart 


do 


290,763 


Violeta 


do -- 


IS5,MS 


Tulnicu 


Tuinicu 
Washing 

Co. 
Francisc* 


Sugar Co 

ton Industrial Sugar 

3 Sugar Co 


260,950 


Washington 


171,183 


Francisco -. 


M0,9tt 




^ntrals--, , .,.,.. ^ , 






Production, 20 ( 


5,152,778 




% 



The Warner Sugar Refining Co., through its president, Mr. C. M. Warner, owns 
interests in the following; 



Central. 


Company. 


1921 pro- 
duction, 
bags. 


Jatibonica 


Coropapia cabana, . . , 


231,854 


Jobabo 


do 


257,868 


Miranda .'-. 


Miranda Sugar Co 


131564 


Pahnarito. ,,,,,,,-^^, , , 


do 


l<4iS 


Amistad 


Cia A£. A. Gomet Mena 

do 


229,150 


OmnAK Matia ■ 


363,619 








Production 6 centrals 


1,228,5IH 









The Revere Sugar Refining Co., through the United Fruit Co., is interested in the 
following Cuban properties: 



Central. 


Company. 


1931 pro- 

ductfco. 

bags. 


Boston 


United Fruit Co 


527,496 


Preston 


do 


543,500 


Saetia Suear Co . 


do 


0) 








Production 3 centrals 


1,070^986 









» Not given. 
The American Sugar Refining Co. owns the following properties in Cuba: 



Central. 



Company. 



1921 pn>> 

doctioo, 

bags. 



Cunagua. 
Jaronu... 



American Sugar Refining Co. .1 471. 889 
....do „....nT!VJ: ( 0) 



1 Grinds in 1922. 
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RECAPITULATION. 



Refiners. 



Centrals. 



1921 pro- 
duction, 
bags. 



Colonial Sugars Co \i>«.f rr/>nrAn 

National sj^ Refining Co.F"^ HoweU.. 

AUdns&Co 

McCahan Sugar Refining Co. (Rionda) 

Warner Sugar Refining Co 

Revere Susar Refining Co. (United Fruit). . 
American Sugar Refining Co 



Total.. 



51 



2,765,086 

1, 135, 538 
5, 152, 778 
1,228,504 
1,070,986 
471,880 



11,825,551 



Exhibit No. 6. 

Destination of the cane sugar (all classes) exported from Java, indudi/if/ Madura {general 

exports). 

[From Statistiek van den Handel en de In- en Uitvoerrechten in Nederland-Indie.] 



Destination. 



1910 



1911 



1912 



1913 



British India, including Ceylon, Calcutta, Bombay and 

Karachi 

Hongkong 

PortSaM. 

Japan 

Australia and New Zealand 

Btngapore 

Netherlands , 

America \'.\ , 

China 

All other countries.....' 

Total , 



Short tons. 

590,505 

afi0,771 

165,687 

134,189 

26,117 

62,019 

23,030 

14,989 

81,352 

29,904 

63,071 



Short tons. 

596,690 

198,998 

424,584 

71,979 

6,615 

63,903 

13,576 

20,732 

88,529 

18,739 

80,683 



Short tons. 

631,369 

208,289 

151,800 

222,105 

99,681 

111,568 

6,395 

13,456 

63,370 

42,033 

60,140 



Short tons. 
781,690 
291,365 



316,915 

36,299 

104,465 

162 



6,602 
70,041 
14,4.58 



1,451,634 



1,585,028 



1,615,206 



1,621,897 



Exhibit No. 7. 
Destination of the sugar exported from Cuba, fiscal years ending June SO, 
[From Estadistica General, Camerdo Exterior.] 



Kinds and countries of destination. 


1910-11 


1911-12 


1912-13 


1913-14 


1914-15 


United States 


Short tofu. 
1,653,757 


Short tofU. 

1,642,705 

2 

103,917 

28,672 


Short tons. \ Short tont. 
2,203,584 - 2,460,330 

202,457 ! 303,480 
42,160 ' 72,664 


Short tont. 
2,346,988 


Spain 


timlted Klfiplom 


285,830 


All other countries. 


16,773 






Total 


1,655,819 


1.773.296 


2,448,216 1 2,836,377 


2,649,591 








Refined: 

United States 


5,823 


10,287 


19,496 






All other countries 








' 






Total 


5,823 


10,287 


19,496 






**'*^ V 







Exhibit No. 7-A. 

relative production op american-owned pactorie8. 

The table that follows gives the number of American and other factories in active 
operation in 1914, 1915, and 1916, and for each group the tons of sugar produced, the 
average production per factory, the number of factories producing from 50,000 to 
lOOyOSo tons of sugar each year, and the per cent American factories were of the total. 



Digitized by VjOOQLC 



2334 



TABIPF HEABIN6S. 



The growth of American ovmership of CvJban sugar factories, 
[Compiled from Cuban statistics.] 



Items. 


1914 


1915 


1916 


American factories 

All other factories 


.number. . 
do.... 

do.... 


38 
13S 


50 
129 


134 


Total 


176 


188 


1S8 




tons.. 




Sugar production: 

American fact(Mies 


1,059,924 
1,848,231 


1,412,843 
1,478,354 


1,667,812 


All other factories 


^"V 

do... 


1,714,17! 


Total 


2,908,165 


2,891,197 


3,381,9M 




tons.. 

....do.... 


Average production per factory: 

American 

AU other 

Per cent American factories of total fetctories 


27,893 
13,590 
2L690 
36.45 

6 

458,676 

76,449 

2 

104,102 

52,051 

43 
24.43 


23,946 
11,460 
31.38 
48.87 

8 
480,863 
60,108 


26,060 
13S34 
34.04 


Per cent American production of total production - 


40.31 


Factories producing 50,000 to 100,000 tons: 

American factories 

Sugar production 

Average production per factory 


.number.. 

tons.. 

....do.... 


9 
605,504 
67 288 


Other factories 


.number. . 

tons.. 

....do.... 


1 


Sugar production 




56.800 


Average production per factory 




70 


Partly American-owned factories 

Amencan and partly Amwican-owned factories 


-number. . 


5 

64 

34.04 


Per cent Amertean and partly American factories of total 




37.23 







The table shows that in 1913-14 36.45 per cent of the total tonnage of sugar waa 
produced in American factories; in 1914-15 American production increased to 48.8 
per cent and in 1915-16 to 49.31 per cent of the total. 

The average tonnage of American factories was 27,893 tons in 1913-14, 23,946 tons 
in 1914-15, and 20,060 tons in 1915-16, as compared with 13,590 tons in 1913-14, 
11,460 tons in 1914-15, and 13,824 tons in 1915-16 in all other factories. 

Of the factories producing from 50,000 to 100,000 tons of sugar there were 6 American 
factories in 1914 producing 458.675 tons, or 76,449 tons per factory; 8 American fac- 
tories in 1915 producing 480,863 tons, or 60,108 tons per factory; 9 American factoriei 
in 1916 producing 605,594 tons, or 67,288 tons per factory, as compared with 2 factoriei 
of other ownership in 1914 producing 104,102 tons, or 52,051 tons per factory; and 
1 factory of other ownership in 1916 producing 56,800 tons of sugar. 

Exhibit No. 8. 

Number and production of American and other factories and per cent of production 
by American factories, crop of 1914^15, 

(From Cuban statistics.] 





Active factories. 


Tons of sugar produced. 


Percenter 
prodwOm 


Provinces. 


Ameri- 
can. 


All 
other. 


American 
factories. 


All other 
factories. 


by 
American 
factories. 


Plnar del Rio 


2 
6 
14 
14 
6 
17 


6 
13 
27 

56 
8 
20 


22,221 
69,409 
304,503 
282, (Ul 
233,349 
501,320 


30,998 
241,466 
370,066 
629,617 

54,935 
151,272 


4L75 


Habana 


22. SS 


Matanzas 

Panta Clara 


45.14 
30.94 


Cama^iey 


sa94 


Oriente..'. 


76.88 






Total 


69 
5 


129 


1,412,843 
7i;784 


1,478,354 


4&87 


Part Am criean 












Total 


64 




1,484,627 


1,478,364 


5L35 
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The table shows that of the total production by seven factories in Pinar del Rio 
41.75 per cent was produced by the two American factories there, that 22.33 per cent 
of the sugar production in Habana, 45.14 per cent in Matanzas, 30.94 per cent in Santa 
Clara, 80.94j)er cent in Camag[uey, and 76.82 per cent in Onente was by American 
Stories. Tne 59 active American factories were 31.38 per cent of the total factories 
and they produced 48.87 per cent of all the sugar. If the 5 partly owned American 
factories are included, American production was 51.35 per cent, or more than half of 
the sugar production of Cuba. . 

AMERICAN AND OTHER FACTORIES CLASSIFIED BY CAPACITY. 

The table that follows classifies for the crop of 1913-14 American and other factory 
production in 13 tonnage-production groups, from those with an output of less than 
800 tons up to those proaucine from .82,000 to 100,000 tons of sugar. It gives the 
number of factories ana the total tonnage of each group from the smiulest to tne lai^st 
Stories and the average output per factory. 

Exhibit No. 8-A. 

Average and total production of American and other faclorieSy classified by amount of 
output and per cent of total output produced by each groupf crop ofl91S-14. 

[From Cuban statistics.] 





American. 


AU other. 


Average per factory. 


Total. 


Range of production. 


Fac- 
tories. 


Sugar 
produced. 


Fac- 
tories. 


Sugar 
produced. 


Ameri. 
can. 


AU other. 


Fao- i Sugar 
tories. produced. 


Loss than 800 tons 






2 

3 
8 
7 
9 
37 
26 
18 
13 
11 
3 
1 


1,402 

3,570 

19,836 

27,380 

49,211 

285,800 

309,526 

304,590 

301,918 

349,453 

141,477 

54,068 




701 

1,190 

2,480 

a, 911 

5,468 

7,724 

11,905 

16,922 

23,224 

31,768 

47,150 

54,068 


1 

2 . 1.402 


800 to 1,500 tons 








3 

8 
11 
41 
34 
19 
22 
14 
7 
4 
2 


3,670 


I,fi00 to 3,600 tons 

3,500 to 5,000 tons 

6,000 to 6,500 tons 

6,500 to 10,000 tons 

10,000 to 15,000 tons 

16,000 to 20,000 tons 

20,000 to 30,000 tons 

30,000 to 40,000 tons 

40,000 to 55,000 tons 

66,000 to 82,000 tons 

82,000 to 100,000 tons 


g 

4 
2 


2,187 

3,964 

11,305 

31,760 

90,432 

14,502 

208,510 

91,356 

189,284 


2,187 

3964 

5,653 

7^940 

12,429 

14 602 

23,168 

30,452 

47,321 

76 714 

88,742 


22,023 
31,344 
60,516 
317,560 
408,958 
319,092 
510,428 
440,808 
330,761 
284,210 
177,483 










Total.... 


38 1 l.Q»0 024 


138 


1,848,231 


27,803 


13,393 


176 


2,908,155 






' ' 



The table shows that there were no American factories producing less than 1,500 
tons of sugar, while there were 5 factories of other ownership producing less than 1,500 
tons each; while there were but 17 American factories producing less tiian 20,000 tons 
each, there were 110 factories of other ownership producing from 700 to 20,000 tons 
each. It further shows that 21 American factories produced from 20,000 to 100,000 
tons each and an aggregate of 896,774 tons, while 28 factories of other ownership in 
the groups from 20,000 to 100,000 produced a total of 846,916 tons. In all groups the 
average tor each American factory was 27,893 tons as compared with 13,393 tons for 
other factories. 

For the entire 176 factories a total, of 2,908,155 tons of sugar were produced. Forty 
per cent of this total was produced in 127 factories and 60 per cent in 49 factories. As 
an Indication of the great production of the larger factories, it may be pointed oiit that 
while 57.59 per cent was produced in 149 factmes, the remaining 42.41 per cent, or 
1,233,262 tons, was produced in 27 factories. 
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Number of perBons engaged^ capital invested, expenditures^ and production in the sugar 
industry in the United States, as reported by the Census of Manyfacturers, 19U, 

[Miscellaneous Series 53, "The Cane Sugar Industry."] 



Items. 



Cane sugar. 



Raw. 



Refining. 



Beetsiigv. 



Number of establishments 

Persons engaged 

Proprietors and firm members 

Salaried employees 

Wage earners (average number) 

Primary hwsepower 

Capital 

Sauuies and wages 

Salaries 

Wages 

Paid for contract work 

Rentand taxes (induuding internal revenue) 

Cost of materials 

Value of products 

Value added by manufacture (value of products less cost of 

materials) 

Sugar: 

Tons (2,000 pounds) 

Value , 



181 

4,544 

172 

740 



15,977,155 

264,801 
$18,947,683 



18 

12,561 

8 

1,300 

S3 

66 

19 

97 

SO 

77 

70 

68 

58 

15 

$25,313,357 

3,333,134 
9285,495,974 



0,634 

1,636 

7,997 

76,71» 

$142,181,326 

$8,864,853 

$2,258,649 

$6,606,204 

$247,657 

$807,223 

$41,399,361 

$62,205,210 

$21,20S,8tt 

743, 4n 
$58,590,406 



> Of this amount $247,086,355 was for 3,500,479 tons of raw sugar; all other cost $16,999,003. 
Combined continental sugar manufactwred and refined. 




Refiners. 



Establishments engaged in sugar production 

Persons engaged .' 

Proprietors and firm members , 

Salaried emplojrees ^ 

Wage earners (average number) 

Primary horsepower 

Capital 

Salaries and wages 

Salaries 

Wages 

Paid for contract work 

Rent and taxes (including internal revoQue) 

Cost of materials 

Value of products 

Value added by manufacture (value of the products less cost of material) 

Susar (tons of 2,000 pounds) 

Value 



18 

12,561 

8 

1,300 

11,253 

49,666 

$140^499,819 

$10^325,597 

$2,502,230 

$7,823,377 

$2Ql270 

$943,068 

19264,085, 358 

$289,39S;715 

$25^313,357 

3,333,134 

$285,496,974 



1 Same as notation in preceding table. 

The 241 establishments listed as raw-cane and beet-sugar producers represent con- 
tinental American sugar production from the raw products, beet and cane. The 18 
refiners represent chiefly the imports of foreign raw sugars. 

On every item except those represented by the volume of sugar handled the estab- 
lishments producing sugar direct from cane and beets grown in continental America 
exceed the like items of the refiners of foreign sugars. Of the 3,560,147 tons of sugir 
going through refineries in 1914, 2,463,303 tons was from Cuba, 936,376 tons duty free 
from insular i)08se88ions, 11.732 tons full duty sugars (carry over from prior date prob- 
ably accounts for small balance). While handling less than one-third the volume 
of sugar as expressed by the refined figures, the American cane and beet sugir factories 
paid for salaries, wages, and labor $831,152 more than the refiners; paid $27,975 more 
taxes: added to the value of raw material $1,569,647 more than the refiners. In 
addition to this, the entire $57,357,579 paid for raw material was paid out in America 
to Americans for cane and beets produced on American soil. Total paid out for 
American production, labor, and taxes, $69,605,641. Refiners paid out tor American 
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productdon, labor, and taxes during the same period $11,288,935, at the same time 
paying out for foreign sugar alone 1247,086,355. Even in service performed in factory 
operation alone the cane and beet producers added 126,883,004 value, or nearly 60 
per cent, to the American raw material; this for only one-fourth the total American 
consumption of that material. The refiners, with more than three times the volume, 
only added $25,315,357, or about 10 per cent, clearly demonstrating the small service 
performed, the foreign producers receiving the lion's share of money paid out. 

If no other reason was advanced for a tariff on sugar equalizing the cost of production 
in America against these foreign sugars, they should pay revenue sufficient to properly 
compensate tne American Grovemment for the market demand it furnishes. In lieu 
of the small service performed, the minimum of capital distributed to American labor 
and in support of the Grovemment, this foreign sijgar should pay an entrance fee for 
the privilege enjoyed to in a degree approach the American who performs the same 
kind of service and has to compete with the foreign article. Aji increase in the 
tariff against Cuban sugp should be levied this amount, regardless of any effect on 
Ajnerican sugar production. 

ExHisrr No. 9. . 

Imports of CSihan mgar to America. 

June 30, 1918, to June 30, 1919: 

Pounds 5,488,711,032 

Value $290,732,477 

. The average price per pound $0.05297 

Average cost (Wright) $0.04104 

Profit per pound $0. 01193 

Crop sold for $290,732,477 

Crop cost $225,216,700 

Profit (over 29 per cent) $65,515,777 

June 30, 1919, to June 30, 1920: 

Pounds 6, 905, 709, 612 

Value $596,275,578 

Average price per pound $0. 08635 

Average cost price per pound (Wright) $0. 04104 

Profit (110.4 per cent) $0.04531 

Crop sold for $596,275,578 

Crop cost $283,410,322 

Profit (110.4 per cent) $312,865,256 

June 30, 1920, to June 30, 1921: 

Pounds 4,925,630,505 

Value $378,209,386 

Average price per pound $0. 07678 

Average cost per pound (Wright) $0. 04104 

Profit , $0.03574 

Crop sold for $378,209,386 

Crop cost $202,147,875 

Profit (87 per cent) $176,061,511 
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[Statistical Abstract, 1920, p. 800.J 

Cents per pound. 

Average value Cuban sugar, 1913 2.19 

War Industries Board , cost L 45 



Profit 74 



Average value Cuban sugar, 1912. 
Average cost Cuban sugar, 1912. . 



.0281 
.0145 



Profit 0136 

Average value Cuban sugar, 1914 0201 

Average cost Cuban sugar, 1914 0145 



Profit. 



Average value Cuban sugar, 1915 

Average cost Cuban sugar 1915 (Wright). 



Profit. 



.0056 

.0321 
.0170 

.0151 



Recapitulation fiscal years ending June SO, 



Year. 


Pounds. 


Selling price. 


Cost. 


Profit. 


1919 .'. 


6,488,711,032 
6905 709612 
4,926,630,505 


$290,732,477 
696,275,578 
378,209,386 


$225,216,700 
283,410,823 
202, 147; 875 


$65,615,777 
312,865 2m 
176,061,511 


1920 


1921 






Total 


17,320,051,149 


1,266,217,441 


710,774,897 


554,442,544 







Exhibit No. 10. 

Exports of sugar-mill moMnery to Cuba, 

[Monthly Summary of Foreign Commerce of the United States Jane, 1920, and June, 1921.1 



Article. 


12 months ending June— 


1918 


1919 


1920 


1921 


8n?Ar-niil1 TnacliJnflrv (vftlii«^ , ^ , 


$11,760,246 


$10,132,593 


$15,471,518 


$29,108,900 





Exports of sugar-mill machinery to Cuba for the 6 months ending June, 1921, 
17,269,465. (Department of Commerce figures.) 

Domestic merchandise exported^ quantities and values^ by articles, calendar years 1911 

to mo, 

(Statistical Abstract of the United States, 1920.] 



ArUdes. 


1911 


1912 


1913 


1914 


1916 


Sogar-iTiill machinery 


$a; 766, 156 


$2,375,929 


$2,818,963 


$1,814,187 


$s,M,m 


' 


Articles. 


1916 


1917 


1918 


1919 


1990 




$9,058,347 


$11,471,779 


$9,468^611 


$18,808^940 


$22; 78^977 
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8TATEHEKT OF BOBEBT E. MILLING, BEPBESENTING AHBBICAN 
CANE GBOWEBS' ASSOCIATION, NEW OBLEANS, LA. 

Mr. Milling. Mr. Chairman and gentlemen of the committee, I 
will confine myself on this subject to a very few remarks. 

It seems to me that the whole question presented to this committee 
is simply whether or not the American si^ar industry shall continue 
to exist. We have what appears to be a three-cornered fight here — 
the producer of sugar in the United States as against the Americwi 
refiner and the Cuban producer, the Cuban producers and the Ameri- 
can re&iers on the one side and the American producer on the other. 

We have been accustomed to these tariff fights since there has been 
a development of the beet and cane sugar industry in the United 
States. Tor manv years prior to 1913 there was very little opposition 
to a sugar tariff by the refiners or importers from any section. In 
fact, for years the refiners themselves insisted upon a tariff. They 
not only yisisted upon a tariff on raw sugar but they also asked for 
and secured an additional tariff on refined, and when that additional 
tariff on refined sugar became unpopular then it was imposed under 
the guise of imposiM full duty on all sugars testing over 16 Dutch 
standard. The 16 Dutch standard was a considerable bugbear to 
the Congressmen who were imfamiliar with its purport and especially 
to the layman. It is simply a color test. In other words, all sugar 
sufficiently bright in color to go into direct consumption was taxed 
full duty because it tested in color above 16 Dutch standard. At 
last there came a man to Washington by the name of Bass, who was 
veiy bitterly opposed to the Dutch standard. He appeared before 
the comjnittees of Congress and perhaps before your committee. 
You gentlemen may have heard him. He published a magazine 
called the ''Gater," with a picture of an aUigator on the cover. The 
more one road the Gater ana Bass's articles on the 16 Dutch standard 
the more confused he became and the less he knew about it, but he 
made such a fuss about, it until at last Congress repealed it. 

Let us consider the 1913 tariff for the purpose of seeing whether or 
not this tariff as it existed or the permanent tariff as it now exists 
is a tariff under which the sugar industry can thrive. 

One of the gentlemen speaking in the interest of Cuba who pre- 
ceded me tells you that our industry is prospering with the 1-cent 
duty, but the fact is, gentlemen, that the Republican Party never 
gave us the 1-cent duty. We had a 1.685 duty imposed by the Eepub- 
fican Party, and in 1913 the Democratic Party declared that we should 
have free sugar and gave us the 1-cent duty for three years, in order 
that we mignt liquidate and get out of the business. Now, this 1- 
cent duty was on for three years, and it was well xmderstood that it 
was only a liquidating duty, that the industry could not thrive with 
a 1-cent duty. In other words, we were to get out of business, I 
think, in 1916 in the spring. The war came in 1914, and this Govern- 
ment being in need of the revenues derived from the 1-cent duty 
then imposed and/the Secretary of the Treasury publishing a state- 
ment that he thought it advisable to allow the duty to remain in 
order that the Treasury could receive that additional revenue is 
the reason why we have the 1-cent duty to-day. In 1914, when the 
war broke in Europe, up to 1916 the price of sugar increased on 
account of the stimulated demand. Especially was this the case 
when war first broke, in August, 1914. Some of our cane producers 
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who felt a few months before that they were ready for the bankrupt 
court had a portion of their sugar on hand, being unable to sell it 
even at the low price, and in a few weeks the price was up to 7 and 
8 cents a pound, when it had been lower than 3 cents under the con- 
ditions that existed under the liquidating 1-cent duty imposed by 
the Democratic Party. These planters thus situated recouped con- 
siderable, and the industry in Louisiana began to come back to 
normal. 

In 1917 there was an acute demand for sugar in the United States. 
The Food Administration was organized, and at that time refined 
sugar was selling on the Atlantic seaboard at from 8 to 8^ cents per 
pound. The beet-sugar producers patriotically came forward and 
oflfered their sugar at 7^ cents, and the Louisiana producers conformed 
likewise and sold their direct consumption sugar (yeUow clarified) 
at the same price, while refined sugar on the Atlantic seaboard was 
selling at 8^ cents a pound. 

In 1918 the Food Administration demanded the cost sheets of the 
sugar producers in the United States, and after determining the cost 
of production they determined the price at which the crop should be 
sold. That year they bought the Cuban crop at 4^ cents f . o. b. 
Cuba. The Food Administration found that the American producers 
could not produce sugar in the United States at 4^ cents plus the 
1-cent duty, and as we were in war they found it absolutely necessary 
that the industry be not sacrificed. The (juestion arose as to how an 
additional price could be given the American producers. The ques- 
tion of imposing an additional half cent a pound tariff was discussed, 
but the administration was opposed to opening up the tariff question, 
and the whole problem was solved by the United States Sugar EquaU- 
zation Board adding to the price of the sugar which they bought from 
Cuba 0.38 cent per pound, which was tantamount to increasing the 
tariff to that extent, and this spread of 38 cents per hund/ed between 
the purchase from the Cuban and sale to the refiner yielded a revenue 
to the United States of about $30,000,000. • 

The control by the Food Administration continued. The sugar 
producers made a small profit in 1917 and 1918, even with the 
restricted price placed thereon by the Food Administration, but the 
industry did not thrive. Why not ? Why were not new factories 
built? Why did not the industry go forward as it had in the 15 
years prior to 1913 ? Simply because there was a lack of confidence 
m such investments. Why, sirs, the beet industry in the United 
States from the time it was planted by the Republican Party in 1895 
or 1896 increased from 40,000 tons in 15 years to over 700,000 tons- 
over 1,600 per cent. Why this great development ? Simply because 
it was universally believed that sufficient tariff would continue to 
be imposed as would take care of the industry. Capital was per- 
fectly justified in this belief, because the Republican Party was always 
willing to impose a tariff solely for the purpose'of protecting the indus- 
try, and the Democratic Party had always declared that it would 
impose such a tariff because sugar was an exceptional revenue 
producer. 

But this belief was dissipated in 1913. The Democratic Party 
assumed control, and its leaders declared that they were determined 
to put sugar upon the free list, and the result was that beet-^ugar 
stocks went down to where they were almost worthless, and Louisiana 
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plantations could hardly be given away. The only owner who seemed 
to be able to io^xxa his properties was the man who had before encum- 
l)ered them to such an extent that the mortgage creditor was forced 
to furnish funds with which to operate the property or foreclose his 
mortgage. 

The only thing that saved the industry from ruin during these 
four years of Mr. Wilson's administration was the breaking out of 
the Great War. Are you going to follow in the footsteps of that 
administration — that administration which declared that it proposed 
to place sugar on the free list with the full knowledge that it would 
destroy the industry — ^when the people of the United States have 
returned you to power and thereby repudiated the action of that 
administration ? We do not think so. 

There is no use to split hairs on the proposition. If vou are going 
to give us a tariff at all, give us one large enough to taKe care of the 
industry. We do not need 1 cent; 1 cent will only permit us to 
cripple along with constant failures ; 1 cent will put us out of business, 
gentlemen, under the existing conditions. Cuba can raise sugar for 
li cents per pound, and that island will raise it just as cheaply as it 
can be raised, because they have the soil and climate, they have the 
sugar houses, and have very little expense in cultivation. 

Therefore, we must have a tariff that will give us something over 4 
cents a poimd for raw sugars in the United States, without which we 
can not continue in business in Louisiana, and I doubt very seriously 
that many of the companies engaged in the production of oeet sugar 
will be able to stay in business. 

Senator Calder (interposing) . What would that rate be ? 

Mr. Milling. We would have to get about 2i cents against 
Cuba — something like 3 cents general tariff. We might get along, 
Senator, on 2 cents a pound against Cuba, with which we could 
exist; but if you want the industry to grow, if you want real compe- 
tition between the American producer and the seaboard refiner and 
the Cuba producer, if you want to stimulate the American producer 
to the extent that he will make sugar and make lots of it, give him 
the needed tariff. 

Gentlemen, if you will examine the record showing the prices of 
sugar in the United States, you will find that in 1870 the refiner got 
about 5 or 6 cents per pound for refining sugar, while to-day we are 
having it refined in Louisiana at 75 cents per 100 pounds. Do you 
not see if we had no competition in the United States all the 15 or 20 
refineries would have to do would be to get together and say, ''We 
will not refine raw sugar at 75 cents per hundred pounds. Our 
refining charge will be 2 cents per poxmd, or 3 cents a pound, or pos- 
sibly 4 cents per pound.'' What is going to stop them? I will tell 
you what will stop them. The best people out in the West saying, 
* We have our sugar factories. We are going to produce sugar, and 
we are going to produce it at 4i to 5^ cents per pound, ana we are 
llit " - - • ' - - - .. ^, 



^ to sell it at from 10 to 20 points less than the refiners." That 
IS wKat brought down the cost oi refining from 6 cents a pound to 60 
cents a hundred pounds. I have seen refined sugars sell on the New 
Orleans market, when the refiners were putting out of business the 
yellow clarified producers, at 60 cents higher than raw sugars, when 
as above stated, in 1870, it was from 5 to 6 cents per pound higher. 
This competition has been worth something to the people of the 
United States. The price of sugar has steadily declined, notwith- 
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standing the fact that we have had a very good tariff at all times up 
to 1913, especially when the Republicans were in po.wer. 

Then, why the necessity of all this propaganda about reducing the 
tariff in order to protect Cuba ? Why the necessity of this fright on 
the part of the Ciibans ? If you will turn to the records for 1913 and 
examine the report of the hearings before the Ways and Means 
Committee, you will find that at that hearing there was also a three- 
cornered fight. The refiner and the Wholesale Grocers' Association 
of the United States on the one side and the American producer on 
the other. Congress made an investigation as to the personnd of the 
Wholesale Grocers' Association and found that it was none other 
than the Federal Sugar Refining Co. financing the association and 
running it through one of its oflicials, Mr. Lownr, who was toadying 
as secretary of the association. To-day the nght is the so-called 
Cuban producer and the refiner. 

Who is the Cuban producer? When you ferret it out you will 
find that the men who stand behind the guns and are making the fight 
are none other than the seaboard refiners, most of whom own sugar 
plantations in Cuba. In other words, it simply means that the fight 
IS all the time between the American producer and the refiners; and 
why ? Because the American producer is the only competitor that 
the refiner has. 

Mr. Atkins, who restified before the House Ways and Means Com- 
mittee on a prior action and also testified at the time I speak of in 
the hearing of 1913, frankly stated that at the time his company 
(he then being president oi the American Sugar Refining Co.) put 
$20,000,000 into the beet industry in the West. He advised agamst 
it, for he could see at that time that if that industry was built up in 
the West it would be a competitor that might destroy the seaboard 
refiners. It has not destroyed the seaboard refiners, out it has had 
the effect of reducing the cost of refining until such refiners do not 
make the money that was made in prior jears, and this shows how 
near correct Mr. Atkins was in his prediction that they might have a 
competitor to the detriment of the seaboard refiners. 

I can not feel that Cuba itself — that the heart of Cuba — the people 
of Cuba who ought to feel grateful to the American people for givu^ 
them their liberty, has asked that our domestic industry be destroyed. 
Are they selfish enough, when we picked them up, gave them their 
liberty, and enabled them to stand on their feet — ^gave them the 
monopoly of the surpliis sugar market in the United States by giving 
them 20 per cent preferential — are they uiigrateful enough to now 
say, ''We want it all. We not only want the market for the excess 
consumption of the United States, but we want the whole market. 
We want you, the American producer, to get out of the way. We 
want to eliminate you entires, and we want to supply the entire 
domestic sugar market of the United States.'' 

That is what their proposition means if they can succeed in inducing 
Congress to place only 1 cent duty upon the importation of Cuban sugar. 

Senator Smoot. There is another thing it means, I think — that if 
you can destroy the American industry here the American people will 
pay for sugar prices high enough to build all the factories in the 
United States each year. 

Mr. Milling. There is no doubt about that. I am perfectly con- 
vinced of that. If you will permit the seaboard refiners to fix the 
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price, they will fix a differential between raws and refined that will 
make the American consumer pay an additional sum, sufficient, as 
suggested by Senator Smoot, to build all the refineries in the United 
States. 

I will not detain you gentlemen. The situation as already stated 
is just simply this, that we need protection to stay in the business, 
and the American people need us m the business, and we do not feel 
that the Senators of the United States would be justified in destroy- 
ing the industry, but we do feel that they shouJa impose such tariff 
as would take care of the industry — make it thrive as it did from 1898 
to 1913. 

Think of an industry developing 1,650 per cent from 1898 to 1913, 
and then, with the abnormal conditions that existed after that time — 
the war, higher prices — only going ahead 4 or 5 per cent since 1913. 
Whv ? Simply oecause, gentlemen, capital did not have confidence 
in the industrv. They did have confidence in the industry in Cuba. 
It was there they invested their money. Having these investments, 
they now propose to the Congress of the United States to destroy 
the only competitors they have and give them the entire American 
market. 

STATEMENT OF OHABLES DE B. CLAIBOBNE, BEPBESENTING 
SOTTTHEBN Ain> NATIONAL BANKING INTERESTS, NEW OB- 
LEANS, LA 

Mr. Claiborne. Mr. Chairman, I want to begin by setting your 
minds at ease on the idea, perhaps, that the South is not voting, in a 
measure, the way it thinks. You may be astonished to know that in 
the city of New Orleans Mr. Harding cast a bigger vote than John 
M. Parker when he won the governorship, and I believe I can say 
that there is no man in the South that is better thought of than 
John M. Parker ; and yet Mr. Harding, a Republican, got a larger 
vote than did John M. Farker for governor. So that certainly shows, 
as the gentleman from Texas says, that we are to be congratulatea 
on what we have done thus far. 

I am merely here as a banker to confirm the statement that no 
matter what the polls show, as a matter of fact, the overwhelming 
nuir\ber of banks in the South favor protection; and they favor a 
duty that will absolutely protect. There is no use of giving us a dutv 
that will barely allow us to live; we would just as soon do away with 
it entirely. 

In the State of North Carolina we circulated a petition and we 
obtained 414 banks, or 70 per cent of the total number of banks 
in the State of North Carohna, in favor of protection ; and only 11 
banks answered that they were against it. x ou could not hope on 
any subject to get a larger percentage than 414 to 11 ; and we are not 
through yet in that State. 

Let us take the State of Mississippi. In that State, where every- 
body is believed to be against a duty on anything, one of the highest 
Eercentages is shown in that State as being in favor of protection 
y the banks, 81 per cent. In other words, 273 banks thus far have 
said " yes " and 5 banks said " no." You could not expect to get any 
better percentage than that. Take South Carolina, where 269 banks, 
or 61 per cent; Virginia, thus far, 50 per cent; and Louisiana, 80 

Jer cent, and when I left home I had quite a number of cards which 
feel sure would have brought that percentage up to 90 per cent. 



Digitized by 



Google 



2344 TABIFF HEABINGS. 

As a matter of fact, that is to say, in the short time we have been 
working there we have 254 banks, and I believe soon we will be able 
to show that 80 per cent and likely 90 per cent of the banks of the 
South are in favor of a high protective tariflp, for the coming year 
anyhow. 

1 say "high protective tariff," because in the past, n^nd speaking 
for my State, in one particular industry that perhaps I know a 
little more about than the others, we have been accorded a duty on, 
and that is sugar, which has never been suflBcient. There is no use 
consulting statisticians or experts or anybody else on the subject. 
You are dealing here with the matter as we bankers dear with it. We 
call for the man's statement. If a sugar planter comes up to me and 
says, " I want $200,000 for the year 1922," I do not call for the 
expert and sav, " What do you think you can produce sugar for in 
1922?" And let me see what he has been making in the sugar busi- 
ness, and if at the end of that time he has notning to justify my 
giving him that money, I turn him down. 

You gentlemen can have all the figures you want and you can hear 
all the experts you desire, yet the fact still remains that the average 
su^ar planter in Louisiana is not in good financial condition. I am 
satisfied that you will find that same condition in the W«st; and, 
therefore, why ask if sugar can be produced at a figure, when at the 
end of 20 years the figures conclusively show that nobody can make 
money at that figure? 

So, as a banker, we say that if you are going to give us a duty on 
anything, give us a duty that will allow us to live; give us a duty 
that weT)ankers feel that we can talk to this man as a business man 
and tell him " Go ahead, and we will back you." 

I hear people say that 1.60 duty against Cuba is enough on sugar. 
I do not know whether these fellows have occasion to lend money 
based on what they say. But I am talking now as a banker who is 
an oflBcer of the largest sugar bank in the United States — I mean 
domestic sugar — the Whitney Bank, which perhaps lends moro money 
and does a larger sugar business than any bank in these United 
States, and I want to tell you honestly and frankly that we are not 
going to loan any money based on 1.60 duty of sugar against Cuba. 
In other Words, if sugar is going to live in Louisiana, we must have 
a duty that will maintain that commodity at 4 cents, or that com- 
modity is going out of existence so far as we bankers are concerned. 

I can no more lend on sugar than I can on bonds without the 
necessary margin, and I tell you that the statements of all the 
planters I have seen — and you can call for those statements, if you 
have any reason to doubt what I tell yon — and they will show that 
we are not justified in putting out the money. 

You can send to the merchants of Louisiana ; you can ask the big 
firms like Baldwin and Esherman, all the hardware and implement 
people that sell to the sugar people ; ask the oil men how they feel 
about their bill for the next year, and ask them if they are gomg to 
sell oil to the sugar planter based on a duty of 1.60. What answer 
are you going to get? " No." 

Therefore, why talk about our ability to get along on that when 
all the men who deal directly with the industry tell you that they 
can not get along on that basis. 

I merely mention sugar because I could talk more intelligently on 
that particular commodity. But the same thing applies to all others. 
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We, as bankers, are not particularly interested in any one thing. 
We know, however, that we have no hope for success unless sugar, 
cotton, wheat, corn, and everv other commodity is on its feet. 

There is no use of being deceived by the figures which you may 
get from the Federal Reserve Board about all the gold that we have 
and about the 80 per cent reserve against circulation, and all of that 
stuff. That only proves what I am saying, that the country to-day is 
in a bad fix, and if they have got 80 per cent it is because the people 
now have no need for the money. There never was a time m the 
history of this country that I have been able to find when your public 
utilities, your steam railways, your big industrials, your sugar people, 
your corn people, your wheat people, and other lines of business 
that you can think of need this assistance as much as they do now. 

Personally, I believe that we are going too far with this idea that 
we are supposed to help out the entire world. I am convinced that it 
is simply national vanity or some type of egotism that leads us to 
believe that we, the American people, nave been ordained to save the 
entire world. You have got yourselves to save now, and you can take 
it from me, you can go all over the South and all over the West; 
you consult your western Senators and vour southern Senators or 
anybody that you want to and ask them now their financial institu- 
tions and their commercial institutions stand. If you expect those 
assets to remain solvent, if you expect those values to keep up, it is 
up to you gentlemen to give whatever assistance you can. 

But, as I say, that assistance must be given along intelligent lines. 
This is no time to compromise, no time to equivocate. When a man 
comes before you here and talks to you gentlemen, do not let him 
talk about what can be done. Ask him what has been done and make 
him show you. Do not let any of these theorists and these professors 
come up here and talk to you. If a man says he believes a certain 
thing can be done, ask him, " Well, would you put your own money 
out on that basis? " When n man tells you that he can conduct the 
sugar business successfully with 1.60 duty, tell him, " Would you buy 
a sugar plantation operated on that basis? " Or 1 tell you, gentle- 
men, I will lend you a plantation fully equipped and I will lend you 
a sugar house that you could not build for a half million dollars, and 
3,000 or 4,000 acres of land, furnish you the mules and the whole 
-works if jou will operate it for next year. Do you know of any 
other business in which men have invested $800,000 or $900,000 that 
you can have the use of for nothing? 

I merely mention to you these facts because I know I have at- 
tended meetings- and I mow people who are in the habit of coming 
to 3^ou gentlemen and theorizing, coming up here with a world of 
statistics that prove absolutely nothing. All they are talking about 
is the future ; my feet are guided by the past and by nothing else ; 
we do not loan money on what we expect; we are not promoters and 
have nothing to do with promoters. We lend on what history shows 
has taken place. If a man tells me he is worth a half million dollars 
and he wants the loan of $260,000, I say, " Give me a sworn state- 
ment and let us see what that half million is made up of " ; and if it 
is made up of cats and dogs, he does not get a cent. He has to show 
me. All I ask is for vou gentlemen to do the same thing. 

When anjrbody tells you what wealth they have in sugar, cotton, 
cottonseed oil, or anything else, do not let that fellow give you a lot 
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of dope in figures ; ask him if anyone has been able to make money 
on that basis and to ^ive you the names of men in that business; and 
do not pick out one single instance, but take the business as a whole. 
Take the cotton, wool and sheep, cattle and hide business. Look at 
your hide companies and see how they are getting along; look at the 
cattle business and see how the cattle raisers are getting along. 
That is what you gentlemen want to see. Do not listen to these fel- 
lows who are going to tell you, " We can make money on so and so 
if you give us so much protection." 

I just thought it was my duty as a banker to assure you of the 
position we take. As I say, we are not interested, and we do not 
care — if you want to put the sugar business out of existence, 
Louisiana is willing to pav the penalty. But if we are going to live, 
then give us what we ask for, because I hope you will do me the 
justice to believe that I am telling you the tacts, and if you want 
absolute statements from the individuals, I will get the statements. 
But please do not listen to that dope about what can be done next 
year, but take the figures on what was done last year. One is noth- 
mg but prophesy and the other is history; and you know you can 
depend on one more than the other. 

Gentlemen, I thank you for the time I have taken up. 

STATEMENT OF HENB7 N. PHABB, OLIVIEB, LA. 

Mr. Pharr. Mr. Chairman and gentlemen of the Finance Com- 
mittee, not knowing until I arrived nere this morning that it would 
be my privilege to appear before you, I have not prepared a written 
brief. 1 feel, however, that I would like to indorse all Mr. Claiborne 
has said and all of the presentation made a few weeks ago before 
this committee by other representatives from the 'State of Louisiana — 
Mr. Chaffe, Mr. Kogers, and Judge Milling. 

My earliest recollection is that of moving on a sugar plantation 
in Louisiana as a boy 7 years of age. .My family has been in the 
sugar business since that time, never lived elsewhere, and are still 
making sugar in Louisiana. Therefore I am in a position to say that 
what Mr. Claiborne has just stated to you is absolutely true. 

The sugar industry, as all of you Imow, has unquestionably been 
the football of politico, and, therefore, we have not known for any 
length of time in advance what the future had in store for us so far 
as a tariff was concerned. I am glad to say, however, that the Louisi- 
ana sugar industry has always been outspoken in favor of protective 
tariffs, not only for the sugar industry for Louisiana but for all 
American industries, and our Senators, with the exception possibly 
of one or two, have stood out boldly for protection to American in- 
dustries, from the time of Randall Gibson on down to Kansdell and 
Broussard. It is absolutely impossible for the industry to prosper 
without a sufficiently high tariff, but the figure that has been named 
of 2i cents against all sugars except Cuba and 2 cents against Cub* 
will enable us to live and insure us a slight degree of prosperity. 
Without that w^e do not see how we can secure the necessary capital 
to continue the industry. 

Some one may ask, "Why, then, continue an industry of that 
kind, one that demands protection higher possibly than the beet- 
sugar industry of the West or the cane-sugar industry of our insular 
possessions?" We answer, not with a spirit of egotism, but with 



Digitized by 



Google 



SUGAR, MOLASSES, AND MANUFACTURES OF. 2347 

pardonable pride, that the sugar industry of the world owes a debt 
to Louisiana. You go into the Tropics to-day, you enter any large 
factory, and you will find in nine cases out of ten a Louisiana man 
at the head of that factory or in charge of the chemical department. 
We are educating in Louisiana the chemists and the mechanics and 
the superintendents that are taking charge of the large factories in 
the Tropics. Consequently, it is to the interests of the sugar con- 
sumjers of this country, that this good work be not interrupted. 
Aside, however, from this incidental advantage to the sugar pro- 
ducing world from Louisiana, we claim that the domestic sugar 
industry is absolutely essential for the protection of the American 
consumer. 

If you destroy the domestic sugar industry you place the American 
consumer absolutely at the mercy of the refiners. This has been 
proven in the past. Whenever Louisiana sugar and beet sugar has 
come upon the market there has always been a drop in price unless 
something unusual has happened at that particular time to affect 
the market ; but in the ordmary course of affairs that has been true, 
and the Louisiana sugar industry and the beet-sugar industry of 
the West are the safety valves of the sugar market. If you destroy 
these industries — ^you do not have to help them except by levying, a 
sufficient tariff — you absolutely place the American consumer at the 
mercy of the refineries. We tnerefore claim that it is an absolutely 
demonstrable fact, that can not be controverted, that if you do not 
furnish Louisiana and the beet people of the West the necessary 
tariff to enable us to continue to produce sugar for the American 
people jou are doing the American people an injustice, regardless 
of the mjury to us, because you are placing them at the mercy of 
the American refiners, and past experience proves that they are not 
very merciful when they get the consumer within their hands. 

Ix is a question, gentlemen, to-day, it seems to me, of whether 
Cuba or America shall continue as sugar-producing countries; 
whether you are going to let them both continue or whether you 
are going to let Cuba furnish all our sugar and destroy the industry 
in this country. 

We believe irom every possible standpoint that it is to the interest 
of the American people that you allow both of these industries to 
continue. The Cuban industry will continue despite any legislation 
you may enact The American-sugar producing sections can not 
furnish more than half of our necessary consumption; Cuba will 
furnish the other half. Therefore, they must produce sugar — ^they 
can do it cheaper than any other country in the world, and they can 
tind a ready market for at least half of their product in this country. 
and we know, regardless of the tariff that you impose, the law of 
^ supply and demand will necessarily regulate the price sufficiently to 
'enable them to make a profit that will insure their continuance in 
the business., 

Mr. Chas. ClaibornCj who represents one of the largest banks in 
New Orleans, the Whitney Central National Bank, and the bank 
that lends greatest assistance to the sugar planters of Louisiana, has 
definitely stated the attitude of the bankers and the resultant condi- 
tions if an adequate tariff of 2 cents a pound on sugar against Cuba 
is not written m the new tariff bill. From past experience, since 
Mr. Claiborne is my banker, I can testify that funds will not be 
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forthcoming for the 1922 crop unless this honorable committee recom- 
mends adequate protection to sugar. Since, however, the absolute 
necessity for a 2-cent tariff against Cuba has unquestionably been 
demonstrated by Mr. Claiborne to-day, and our other representatives 
a few weeks ago, I am not going to worry you by repeating facts 
and figures in confirmation of this truth. I simply wish to stress 
the point that it is now, and will be ultimately, to the interest of the 
American people to maintain their continental domestic sugar in- 
dustry. This was unquestionably demonstrated during the World 
War. 

We trust, therefore, that you will bear this in mind and not listen 
to the pleas of Cuba aoout the billion dollars of American money that 
is invested in Cuba as against the billion dollars of American money 
that is invested in the South and in the West. We want to stress 
that point with you. The investment is practically the same— a bil- 
lion dollars of American money in Cuba or a billion dollars of Amer- 
ican money invested on American soil on the mainland and in our 
insular possessions ; and we feel that certainly we who have invested 
our money here in the United States are more in need of and more 
deserving of that protection than those who have invested their 
money in a foreign country, even a country that is friendly to 
America. 

Besides being a sugar planter, Mr. Chairman, I am also in that 
unfortunate list known as the ^rice planters, and the rice men have 
asked me to say just a word for their schedule. It seems that in the 
general tariff bill you have treated them very fairly, with one excep- 
tion, and that is you have decided to put a certain grade of rice, 
called paddy rice, on the free list. You have done that on the request 
of certain men who make canned foods, and I think it has been very 
conclusively shown you in this brief which has been previously sub- 
mitted to you, that the advantage accruing to the manufacturer in 
this case is infinitesimal as compared to the corresponding damage 
done to the rice farmer who produces this low j2;rade rice. The dif- 
ference in the cost of the paddy rice that goes into one can of soup 
either with or without a tariff is so infinitesimally small that it 
absolutely can not affect the retail price to the consumer, nor mate- 
rially lessen the manufacturer's profit. On the other hand it makes 
a very decided difference in the financial results of the farmer whether 
this particular grade of rice is admitted free of duty or is properly 
protected by an adequate tariff. 

BEET AND CANE SIJOAB. 

[Paragraph 501.] 

STATEMENT OF GBAY SILVER, BEPBESENTING THE AHBBICAH 
FABM BintEAIT FEDEBATION. 

The proposed tariff law (the Fordney bill) gives to the American produc^is a pro- 
tection of 1.6 cents a pound on his sugar, meaning that imported dugar can not eeU 
at wholesale much under 4 to 5 cents per pound. 

It means, on the other hand, that the consumer pays a tax of 1.6 cents on evefT 
pound of imported sugar purchased, and that the Cuban producer, in ordOT to sell 
nis sugar in the United States, must accept a price approximately 1.6 cents below 
that received by the domestic producer. The consimier buying sugar at retail now 
pays in Washington 6 cents a pound. Of this price, 1.6 cents is tariff duty, con8titu^ 
mg a consumption tax of 26.6 per cent. This is paid willingly in most cases, to protect 
the American producer, but a tax much higher would be murmured against. A policy 
which requires milUons of farmers and lawrers to pay a consumption tax higher than 
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26 per cent on a necessity such as sucar, in order to enable a comparatively small 
number of American producers to produce sugar more profitably, will be in danger 
of repudiation unless it is shown that the higher tariff is absolutely necessary. 

Even if the import duty were trebled, some Cuban sugar might come to the United 
States. The fact must not be lost sight of, however, that the domestic crop of sugar 
lacks somewhat over 2,000,000 tons annually of supplying the Nation's needs. Under 
this condition, there is no virtue in a policy which assesses as much duty as the traffic 
will bear. Middle ground must be held. Both the American producer and the Ameri- 
can consumer must be protected. Protecting the producer means to assure him a 
fadr and reasonable price for his products; protecting the consumer means to enable 
him to obtain the required amount of sugar at a fair price, which, of course, includes 
encouraging the Cuban producer to continue sending to tne United States each year 
somewhat over 2,000,000 tons of sugar. 

A better policy, as re^ds a suear tariff, would be to adopt President Harding's 
proposed elastic tariff, with the Foraney bill provision of l^ cents per pound on sum 
testing not above 75 degrees (amounting to 1.6 cents per pound on Cuban sugar of a 
96-degree polariscope test) as a minimum duty. This gives the American producer a 
protection averaging six-tenths of 1 cent per pound over and above the protection 
ne received prior to the adoption of the emergency tariff in May, 1921. With the 
Fordney rate as a minimum and with a possible maximum authorized by Congress 
as an item of an elastic tariff, the President might fix by proclamation the higher rate 
if at any time it should become evident that American producers are losing ground 
to the detriment of the country. 

A DISCUSSION OP THE TARIFF. 

The United States produces about 2,000,000 short tons of su^r per year, including 
the crops in Hawaii. Porto Rico, and the Philippine Islands. This amount is slightly 
lees than one-half ot the annual requirements. Most of the additional supply is cane 
sugar imported from Cuba. 

Under the terms of the reciprocity treaty made between Cuba and the United States 
in 1903^ the former enjoys a reduction of 20 per cent from the regular duty paid by other 
countries shippine pitxiucts to the United States. 

As practically all of the imported sugar has been coming from Cuba, this discussion 
is limited to pomts pertinent to the tariff relation between the United States and Cuba. 

A large volume would be required to treat completely the subject of the sugar trade. 
It seems to be an unwarranted repetition, therefore, in a discussion whidi must of 
necessity be brief, to include numerous statistical tables such as appear in the survey 
prepared by the United States Tariff Commission, the reports of the Federal Trade 
Commission, and the brief of the American Cane Growers' Association. 

For detailed statistics on production, imports, exports, consumption, and prices 
the reader is referred to those reports^ but this treatment includes several summary 
talks, preeentinff a r^sum6 of the situation as a whole and pointing out several pertinent 
features which have not received complete attention elsewhere. 

WORLD PRODUCTION. 

The total annual world production of cane and beet sugar is about 20,000,000 short 
tons. From 1912 to 1914, inclusive, each year's product was somewhat above this 
amount. A large proportion of the world product is beet sugar originating in Europe. 
In the year 1913-14 the European beet-sugar crop amounted to 8,688,400 short tons, 
being over 42per cent of the world crop. Of the European product, Russia, Germany, 
and Austria-Hungary produced six and one-half million tons, or 75jper cent of the total. 
No cane sugar is proauced in Europe. Naturally, the World War had a deterrent 
effect upon sugar production in Europe. From the laige crops of 1913-14 there was a 
decline to less than 5,000,000 tons in 1917-18, to three and one-half million tons in 
1918-19, and to two and nine-tenths million tons in 1919-20. 

Worid production did not suffer as greatly as did European production, because of 
support from other countries. From a world total of 20,602,768 short tons in 1913-14, 
there was a decline to 17,049,407 tons in 1919-20. In other words, the world crop 
declined only three and one-half million tons, whereas the European crop registerea 
a decline of nve and one-half million tons. 

It was stated above that European sugar is produced from beets. Most sugar pro- 
duced in other regions, on the contrary, is cane sugar. The United States is the 
only nation outside of Europe which produces beet sugar to any appreciable extent, 
mnd the year 1920-21 is the only one within the 1911-1921 period when production 
reached 1,000,000 tons. From 1913 to 1919 the annual product did not vary more 
than 150,000 tons, the average crop being about 775,000 tons. 



Digitized by 



Google 



2350 



TABEFF HBAEINGS. 



It is seen* therefore, that the increased production of 2,000,000 tons in countries 
other than Europe, making up a goodly part of the five and one-half million ton 
decline in E\irope, was entirely due to stimulation of the cane-sugar industry. 

CAN1«3UGAR PRODUCTION. 

The world crop of cane sugar has been increased steadily from 10,136,092 short 
tons in 1911-12 to 14,211,835 short tons in 1920-21. About four-fifths of the cane- 
sugar supply is produced in Cuba, Java, India, and the United States (including 
Porto Rico, Hawaii, and the Philippines). Referring to the production table ac- 
companying this report (Table No. 1) it is seen that only a very small part of the 
increase can be credited to Java ana the United States. The statistics for Cuba, 
however, tell a different story. From a crop of 2,142,000 tons in 1911-12, the output 
was increased to 4,423.519 tons in 1920-21, representing an increase of 2,281,519 
tons, or 106 per cent, within 10 years. 

It was indicated in the preceding paragraph that the world crop of cane sugar 
was increased slightly more than 4,000,000 tons within the past 10 years. Tm 
increase is represented approximately by augmented production in the following 
amounts and countries: 

Tons. 

Africa 180,000 

British West Indies 80,000 

Other West Indies 100,000 

United States 80,000 



Tons. 



Cuba 2,281,519 

India, Japan, and Formosa. . . 740, 000 

Java 270, 000 

Sou th America 300, 000 



THE OUTLOOK. 

Production of beet sugar in Europe undoubtedly can be restored to the prewar 
level, adding thereby about 5,000,000 tons to a crop which in 1920-21 was only about 
1,000,000 tons below the prewar level. Most of the Indian sugar is consumed locallv. 
and any increase probably will go also into such uses, without affecting the world 
situation. Cuba apparently can continue her heavy production — ^probaBly she can 
even proceed with her steady increase in production — ^while several other countries 
(excepting the United States) can augment their sugar industries. 

SUGAR SUPPLY IN THE UNITED STATES. 

Production. — It was pointed out above that the beet-sugar crop in the United States 
has not been materially increased since 1913-14 with the exception of the one big crop 
in 1920-21. Louisiana is the only State of the Union worth considering in the cane- 
sugar industry and it is generally conceded that production in Louisiana has reached 
its maximum. The high prices and j>atriotic sentiments during the war did not result 
in any increased production in Hawaii or the Philippines, and had only a slight bene- 
ficial effect in Porto Rico, hence it is pretty safe to say that under present methods 
of production and in view of the present freedom of importation, the domestic product 
of the United States will not be increased. 

Total production of cane sugar in the United States (including Hawaii, Porto Rico, 
and the Philippine Islands) was only about 80,000 tons greater m 1920-21 than it had 
been 10 years previously. The average annual production during the past 10 years, 
in short tons, has been: Louisiana and Texas, 236,451; Hawaii, 597,959; Porto Rico, 
480,734; Philippine Islands, 301,776; total, 1,569,317 short tons. This amount of cane 
sugar, plus the average production of beet sugar, amounting to about 775,000 tons, 
makes a total sugar production of about 2,344,000 tons yearly. 

It should be noted, however, that not all of the sugar produced in Hawaii, Porto 
Rico, and the Philippines comes to the United States proper. Probably the annual 
supply of domestic sugar is not much above 2,000,000 short tons. 

imports.— Sug&r imported into the United States is practically all made from cane. 
The importation of cane sugar has ranged from 1,828,279 short tons in 1911-12 to 3,788,- 
321 tons in 1919-20. Of these amounts of yearly imports, S7 per cent to 99 per cent 
came from Cuba. The actual amount which entered irom Cuba in 1911-12 waa 
1,593,315 tons, while in 1919-20 it was 3,452,855 tons, representing an increase of 
approximately 117 per cent. 

It should be remembered, however, that the year 1919-20 was not normal in the 
sugar trade. Prices in the United States were so high that importation was unusually 
stimulated. In spite of the fact that importation from Cuba during that year was con- 
siderably larger than it had ever been before, the Cuban product comprised only 91 
per <?ent of the imports, whereas in preceding years, back to 1912-13, the Cuban product 
had averaged about 95 per cent of the imported supply. In 1920-21, while tne total 
importation of cane sugar was only 296,223 tons, less than in the preceding y6tf» 
the importation from Cuba declined 990,040 tons, bringing the percentage of me im- 
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ports originating in Cuba for that year down to 71, which was the lowest point within 
10 years. It is evident, therefore, that in 1920-21 much larger supplies than usual 
came from sources other than Cuba. Reference to imporrs (Table No. 3) shows that 
practically all of the cane sugar imported in 1920-21 paid the r^lar duty, and as the 
regular duty from countries other than Cuba is 20 per cent higher than the Cuban 
duty, it appears that the decline of nearly 1,000,000 tons in imports from Cuba was 
made up in imports from countries pajdng the higher rate. 

Under the discussion of world production it was pointed out that the Cuban product 
increased over 2,000,000 tons annually during and following the World War. The 
data on imports show that most of the larger Cuban crop has moved to the United 
States. It would appear, therefore, that consumption in the United States must have 
increased greatly, because it has been shown that the domestic production remained 
about constant. This, in fact, is what occurred, as it is shown in the following section 
that shipments abroad did not increase materially. 

Exports. — The United States is not a sugar-exporting countiy, although during the 
World War this trade was so increased that in the year ended June 30, 1916, the eihip* 
ments abroad amounted to 842,940 short tons. From 1910 to 1914, inclusive, the 
annual exports, with one exception, were less than 50,000 tons, and by 1921 they had 
declined to 386,718 tons. 

Supply and consumption, — It has been shown that the sugar supply is made up of 
domestic product amounting to nearly 50 per cent of the requirements, while most ol 
the balance as a general rule comes from Cuba. Consumption has ranged from 
3,753,558 short tons in 1911 to 4,574,833 tons in 1920.» This increase of nearly 1 ,000,000 
tons in annual consumption, plus the exports which grew abnormally large during 
the war, will account for the increase of half a million to nearly 2,000,000 tons of im- 
ported Cuban sugar. 

TARIFF REGULATIONS — ACT OF 1913. 

The tariff act of 1913 fixed the duty on sugar at 0.71 of 1 cent per pound on samples 
testing not above 75° by the polariscope, and for every additional degree shown by 
the polariscope test 0.026 of 1 cent per pound additional. Considering 96° as the 
average test oi Cuban sugar, the duty under t^is law would have been 1.256 cents per 
pouna. In view of the reciprocity treaty arranged with Cuba nearly 20 years ago, 
under the terms of which the duty on Cuban prooucts imported from Cuba are 20 per 
cent lower than the general tariff duty, the actual duty paid on Cuban sugar under the 
1913 law was 1 cent per pound. 

THE EMERQENCT ACT. 

The emergency tariff law increased the duty so that it amounts to 2 cents per pound 
upon 96° sugar, meaning on Cuban sugar (witJi the reduction of 20 per cent) a duty of 
1.6 cents per pound. 

THE FORDNET BILL. 

Under the Fordney bill the rates established by the emergency tariff act are con- 
tinued without change, the average duty being 2 cents per pound on sugar generally, 
and 1.6 cents a pouna on Cuban sugar. 

DESTINATION OF CUBAN SUQAR. 

Few people will deny that the United States is the natural and most convenient 
market place for C\iban sugar. Nevertheless, considerable amounts of this product 
have been shipped to other countries. Reference to Table 4 accompanying this 
report shows that in each year from 1916 to 1919, inclusive, Cuba sent somewhat over 
2.000,000 tons of sugar to the United States, and about 1,000,000 tons to other destina- 
tions. The United Kingdom took a rapidly increasing proportion of the Cuban 
product, amounting in 1919 to 881,920 tons. If the records for 1920 and 1921 were 
available, imdoubtedly this tendency to ship sugar to countries other than the United 
States would appear to be greatly accentuated, because it is a matter of quite common 
knowledge that in the fall of 19X9, when the United States^Sugar Equalization Board 
lacked authority to purchase the Cuban crop at about 6J cents per pound, other coun- 
tries took laree amounts of the sugar at this (which later proved to be a very low) 
price, and subsequently shipped the same sugar to the United States at a tremendous 

fTofit. This partly explains the previous statement that in the year ended June 30, 
921, the importation of sugar was up to the high general average, but that imports 
from Cuba were nearly 1,000,000 tons lower than in the preceding year. 

It is claimed by good authority, on the other hand, and no doubt correctly, that large 
stocks of the 1920 sugar crop are still in the Cuban warehouses, having been held be- 
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cause of the low price in the winter of 1920-21 following the heavy shipments to the 
United States by other countries, and that this surplus sugar now threatens to swamp 
the United States market and destroy the American producers. 

It is a strange indictment of public thought by economic and psychological condi- 
tions that during the year ended June 30, 1920, and the beginning of the year follow- 
ing, when consumers of the United States believed there was a scarcity oi sugar, and 
were demonstrating their readiness to pay unheard of prices, the imports of sugar 
were heavier than they had ever been before. This was when numerous foreign 
countries where shipping Cuban sugar to the United States. 

Early in the fall of 1920 the public awoke to the fact that a great surplus of sugar 
was on hand. Prices declined rapidly, and much of the large crops produced in Cuba 
that year remains unsold. 

CUBA'S FUTURE SUGAR MARKET. 

Concerning the possibility of new markets being found for Cuban sugar, two factors 
demand attention; firat, tariff duties assessed by the importing nations; and, second, 
the ocean freight rates from Cuba to the country of destination. As Great Britain haa 
been the chief among foreign nations purchasing Cuban sugar, this phase of the study 
is confined to British conoitions. 

British sugar tarijfs.— Since April 23, 1918, the general tariff assessed upon sucar of 
96 degree i)olorization imported into the United kingdom has been £1 28. 4^0. per 
hundredweight (112 pounds). This amounts to practically $5.44 per En^liflh 
hundredweight, or 4.9 cents per poimd if exchange be considered at par. Certsunly 
no other basis should be assumed for computing the value of the pound sterling, 
because undoubtedly Parliament or the cabinet in framing a tariff law did not contem- 
plate a depreciated standard of value. 

Ocean freight rates. — ^At the present time (December, 1921) the freight rate on sugar 
from Cuba to the United Kingdom is $5 to $6.50 per long ton, or about 25 cents per 100 
pounds. Freights to the Umted States are 12 cents per 100 pounds to Gulf ports and 
13 to 17 cents to New York. 

It is seen from these considerations that the British import duty is about 3.3 cents 
per pound higher than the United States duty and that me ocean freight rate to the 
United Kingdom is nearly one-eighth of a cent per pound greater than the rate to the 
United States. 

The United States import duty of 1.6 cents per pound is quite low compared with 
the United Einjgdom duty. Even with the present duty trebled, Cuba could ship 
sugar to the United States more economically than to England. 

American consumers, however, would be compelled to pay war-time prices for 
peace-time sugar, which undoubtedly they would not do for an extended pMeriod. 
There is no assurance^ moreover, that England expects to figure extensively in the 
Cuban sugar trade. It was only durinj^ the World War that Europe began to draw 
heavily upon western sugars, and in times of peace the former trade channels will 
prevail. 

Table l,— World production of sugar. 

CANE-SUGAR PRODUCTION.^ 
[In short tons.] 



Year. 


Cuba. 


Java. 


British 
West 
Indies. 


India, 

J^)an, 

and 

Formosa." 


United 
States.* 


World. 


1911-12 


2, 00 

2, 00 
2 00 
2i JW 

3, 65 
•3, 66 

3, 13 

4, 89 
4, «6 
4 19 
4j 65 


1, 67 
1, M 
1, 52 
1, 18 
1, 95 
1, 15 
1, 46 
1, 37 
1, >55 
1, 00 


128,000 
126 000 
103,000 
79,000 
201,248 
218,039 
201,360 
221,136 
213,693 
208,880 


3, 97 
3, 67 
2, 13 

2, 00 

3 33 

3, 50 

4 62 
3, 39 
3, 66 
3, 00 


1, 100 

1, 00 
1,1 100 
1< .92 
11 35 
11 »1 
1 60 
1, 47 
1 £8 
1,1 S75 


10,136,092 
10,817,125 
11.168.965 


1912-13 


1913-14 


1914-15 


11355 671 
11954 5» 
12,697,063 
13,901,539 
13 425 230 
IS 383 718 


1915-16 


1916-17 


1917-18 


1918-19 


1919-20 


1920-21 


14,'211,835 


1921-22 


1 















1 Data mostly from Willett & Gray. 

* Chiefly India (consumed locally). 

> Includes Porto Rico, Hawaii, virgin Islands, and Phihppine Islands. 
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BEET-3U0A.R PRODUCTION.^ 



Year. 


Europe. 


United 
States. 


Caoada. 


Beet, world 
total. 


Beet and 

cane, world 

total. 


1911-12 


6, 00 
8, 74 
8, 00 
8, 151 

5, 69 

6, 53 
4, 110 

3 47 
2, 77 

4 77 


600,000 
692,556 
733,401 
722,054 
874,220 
822,728 
764,811 
755,879 
731,312 
1,047,200 


12,000 
12,439 
11,982 
13,773 
18.419 
14,000 
12,600 
24,976 
18,480 
33,600 


7, 00 
9, 69 
9 83 

8, 78 
6, 08 
6, 43 
5, 50 

4, 26 
3, 89 

5, 77 


17,208,092 


1912-13 


20.328,894 
20,602,768 


1913-14 


1914-15 


20,119.149 


1916-16 


18,803,437 
19,148,806 
19,512,889 
17,771,256 
17,049,407 
19,378.»12 


1916-17 


1917-18 


1918-19 


1919-20 


1920-21 





1 Data from United States Tariff Commission. 

Table 2. — Sugar prodiLction in the United States.^ 
[In short tons.] 





Beetsogar. 


Cane sugar. 


Year. 


Louisiana 
and Texas. 


Hawaii. 


Porto 
Rico. 


PhiUpplne 
Islands. 


TotaL 


1911-12 


600,000 
092,660 
733,401 
722,054 
874,220 
820,057 
765,205 
760,960 
726,461 
1,047,200 


301|000 
163,000 
801,000 
247,000 
138,620 
810,900 
244,700 
285,630 
120,980 
191,787 


695,000 
647,000 
61^000 
046,000 
693,482 
048,818 
670,900 
003,660 
660,160 
690,088 


371,000 
398,000 
304,000 
340,000 
483,095 
602,396 
403,000 
400,150 
486,900 
487,200 


205^000 

346^000 

408.000 

^1,192 

•872,000 

S236^200 

242,200 

21&720 

234,450 

•330,000 


1,532,000 


1912-18 


1,463,000 
1,08&000 


191S-14 


1914-16 


1,000,192 
1,687,197 


1915-16 


1916-17 


1,097,313 


1917-18 


1.627,400 


1918-19 


M, 524, 080 


1919-20 •. 


•1,421,307 
1,005^075 


1920-21 



^ Data mostly from Willett & Gray. 

* Exports. 

* Virgin Islands: 1918-19, 10,080 tons; 1919-20, 13,887 tons. 



Table 3. — Imports of cane sugar only.^ 
[In short tons.] 



Fiscal years. 


Free. 


DuUable. 


Above No. 
16 Dutch 
Standard 
in color. 


Total. 


1910 


87,935 
115,176 
217,785 
101,580 

58,375 
163,421 
108, 595 
133, W6 

98,761 
114,603 

28 856 


1,956,284 
1,839,377 
1,828,280 
2,175,414 
2,472,408 
2,545,894 
2,707,041 
2,530,848 
2,350,377 
2,801,488 


3,054 
2,101 
2,992 
1,672 
897 


2,047,273 


1911 


1,956,644 


1912 , 


2,049,057 


1913 , 


2,278,696 


1914 


2,531,180 


1915 


2, 709, 315 


1910 




2,815,636 


1917 




2,664,794 


1918 




2, 449, 138 


1919 '.' *.' 




2,915,991 


1920 




3,788,849 


1921 ;.;.;. ..*.; ..*.; 


178,450 a' 31.^' 647 




3,492,097 













^{Data from Department of Commerce. 
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Table 4. — Import* of cane and beet sugar. ^ 
[In short tons.] 



Fiscal years. 



1911-12 
1912-13 
1913-14 
1914-15 
1915-16. 
1916-17. 
1917-18. 
1918-19. 
1919-20. 
1920-21. 



Grand 
total. 



31 



Cane sugar. 



Total. 



1,828,279 
2,175,444 
2,472,406 
2,545,892 
2,707,038 
2,530,848 
2,350,377 
2,915,990 
2,788,321 
3,492,098 



From 
Cuba. 



Percent 

of total 

from 

Cuba. 



Beet 
sugir. 



8,2S2 
91,324 
1,183 

m 

1 
14 



1 
7, US 
11,246 



1 Data from report by United States Tariff Commission. • 

Table b.— Exports, 
[In short tons.] 



Fiscal year. 


Do- 
mestic 
refined 
sugar. 


Reex- 
ports. 


Total. 


Fiscal year. 


Do- 
mestic 
refined 
sugar. 


Reex- 
ports. 


Total. 


1910 


62,726 
27,474 
39,797 
21,997 
25,448 
274,504 


24,062 
^513 
2,077 
974 
10,127 
16,339 


86,788 
35,987 
41,874 
22,871 I 
35*575 
290,843 


1916 


825y075 
624,454 
288,242 
557,933 
722,015 
291,349 


17,865 
2,855 
5,545 
1,509 
3,452 

95,369 


842,940 


1911 


1917 


293,787 
5S9,442 


1912 


1918 


1913 


1919 


1914 


1920 


725,461 
388^718 


1915 


1921 







BLACKSTBAP (WASTE) MOLASSES. 

[Paragraph 503.] 

STATEMENT OF GEOBGE A. CHAPMAN, BEPBESENTINa AMEBICAK 
FEED MANTTFACTXJBEBS' ASSOCIATION, CHICAGO, ILL. 

Mr. Chapman. Mr. Chairman, I personally represent the American 
Feed Manufacturers' Association; and in compliance with the request 
of your committee the men who are here to be heard with me held a 
meeting and requested that I make for them a general statement. 
They sSso are very desirous of being heard personafly, as tiiey have so 
much on their hearts in connection with tnis. 

Senator Smoot. I think it would be very much better if you could 
make a complete statement yourself, and tnen if they have any briefs 
let them file them. 

Mr. Chapman. These gentlemen I am speaking for, in addition to 
the American Feed Manufacturers' Association j are: Mr. George H. 
Forsee, Kansas City, Mo., for Kansas City Hay Dealers' Association, 
and Missouri River Feed Manufacturers; Mr. Lou H. Robertson, 
Abingdon, 111., for Military Tract Shippers & Feeders Association: 
Mr. Frank C. Jones, Bullville; N. Y., for Eastern Federation Feea 
Merchants; B. T. Manard, ]New Orleans, La., for Penick & Ford, 
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•dealers in domestic and imported molasses; E. Wilkinson, Birming- 
ham, Ala., for Alabama Division, American Cotton Growers' Asso- 
<5iation; Floyd Wilson, Lamar, Colo., for Colorado, Wyoming, New 
Mexico & Kansas Alfalfa Millers; Mr. Dwight Hamlin, Pittsburgh, 
Pa., for Pennsylvania Feed Manufacturers; Mr. A. F. Seay, St. Louis, 
Mo., for St. Louis and East St. Louis (111.) Feed Manufacturers; Mr. 
J. B. Edgar, Memphis, Tenn., for Memphis Feed Manufacturers. 

We are here, gentlemen, in opposition to paragraph 503, which is 
the molasses schedule. We believe that in tne interest of our manu- 
facturing business and in the interest of the American farmer that 
blackstrap molasses should be permitted free entry. We realize that 
we are before a Republican Congress who believe in protection to 
American industries, and we also realize that we are in a time when 
it is necessary that our Government have revenue. So, in the event 
that you can not give us free entrv, we want to take the position that 
the rate of duty on blackstrap molasses should not be in excess of one- 
fourth cent per gallon flat. 

Paragrapn 503 now specifies one-fourth cent per gallon based on 
48 per cent total sugars, and an additional 275 one-thousandths of 1 
<5ent for each per cent of total sugars over 48. 

, I would explain in regard to that that this is a new departure in 
the matter of a tariflF on blackstrap molasses. The tariff nas never 
before been based on this total sugar content; it has been based on 
A polariscope test of 40°. There has been some objection raised to 
the polariscopic method because it is said not to be as accurate as 
the total sugar basis by the Clereet method, and it has been said that 
higher grades of suoips than blackstrap have been by this means 
brought into the country at the blackstrap rate, and it has also been 
said the blackstrap molasses has been brought into the country and 
further extraction of sugar made. 

I4I do not think there is very much to that latter claim. There has 
been to our knowledge not more than one concern that did that, and 
I beUeve that was only profitable during the period of very high- 
priced sugar, and possibly that concern was also able to get m some 
nigh-tested molasses. However that may be, if it is not presumptuous 
on our part, we would suggest an amendment to paragraph 503 
wherein molasses for use other than for the further extraction of 
sugar, or for hiunan food, might come in — this is blackstrap molasses 
I refer to — at the basic rate of not to exceed one-fourth cent per 
gallon. 

We base this on a 40 per cent sucrose content by the derget method. 

I do not beUeve it is necessary on a 40 per cent sucrose basis to 
safeguard any further extraction of sugar, out we have included in 
our suggestion a provision which will prevent the further extraction 
of sugar in order to clear the atmosphere. There seems to be a 
permeating atmosphere that it might be possible, and therefore I 
will read a paragraph as we would suggest to have it amended 
(readingl: 

Paragraph 503. Molasses testdng not above 40 per centmn sucrose by Clerget method, 
when imp<»i;ed for use other than extraction of sugar for human consumption, twenty- 
iive one-nundredths of 1 cent per gallon. All other molasses and sirups testing not 
above 48 per cent total sugars, twenty-five one-hundred ths .of 1 cent per gallon; test- 
ing above 48 per cent total sugars, two hundred and seventy-five thousandths of 1 
•cent additional for each p^ cent of total sugars and fractions of a per cent in 
proportion. 
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This amendment, gentlemen, would let in at the basic rate, all of 
the blackstrap molasses which is the final residue from the manufac- 
ture of sugar from sugar cane. 

Senator Smoot. Under the Underwood bill it was 16. 

Mr. Chapman. Under the Underwood bill it was 15, under the 
existing law it is 25 per cent ad valorem, and the value in Cuba to-day 
is not to exceed a cent a gallon. 

You note that we would go on with the balance of paragraph 503 
and leave it just as it is now, so that molasses for the purpose of 
further extraction of sugar or for human consumption might be 
i^ected just as the Fordney bill proposes. 

Senator Smoot. You would be satisfied, then, to change that 48 
per cent to 40 per cent? 

Mr. Chapman. No; the 48 per cent is total sugars. 

Senator Smoot. You say "molasses," so it reads as follows; 
''Molasses and sirups testmg above 40 per centum" total sugars, 
and 0.275 of 1 cent per gallon ? 

Mr. Chapman. No; my suggestion is 40 per cent sucrose, which 
is different from the total sugars. You see, you have the sucrose 
and the invert sugars to make the total sugars. Blackstrap molasses 
tests as follows by the different methods: 

Sucrose by polariBcope 22-* 33® 

Sucrose by Cleiget method per cent. . 32-40 

Reducing sucars do 14-28 

Total sugars By polanscope do. . . . 40-64 

Total sugars by Glerget method do 48-^ 

Gentlemen, you are dealing with a commodity which is the basic, 
fundamental necessity for a very large industry. It is a fimdamental 
necessity for a feed-manufacturing industry which has been built 
up in tine United States in the past 15 years employing at least 
$200,000,000 of capital, with an annual output or approximately 
3,000,000 tons of ready prepared rations, employing thousands on 
thousands of men — ^laborers, salesmen, office employees 

Senator Dillingham (interposing). I do not imderstand what your 
product is. 

Mr. Chapman. It is a balanced ration for live stock, manufactured 
from various commodities, of which blackstrap molasses is the basic 
material. 

The use of these feeds has grown tremendously. The farmers 
find that their stock do better on these rations. This blackstrap 
molasses is not and should not be considered a substitute for com 
or oats or the home-raised feeds. It should be regarded just as we 
regard the table sirup in connection with our com cakes in the 
morning. It makes the stock eat more com and home-raised 

{products, and therefore just as it makes us eat more cakes, the 
armer gets a Quicker and more profitable turnover in fattening 
cattle. Under tne old methods it used to require six months to a 
year to fatten a steer. Steers are now fattened in 75 to 120 days by 
using the molasses as supplemental feed — so the home CTOwn. 
Senator Calder. Is the molasses mixed with the feea? 
Mr. Chapman. It is handled in both ways. The farmers buy largo 
quantities of it in barrels, but that is very expensive, because of the 

1 This is far under limit of 40* provided in emergency tariff and former tarlfli. 
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expensive package, local freight rates, etc. The feed manufacturer 
makes a ration to balance the home-raised feeds, and these balanced 
rations carry 20 per cent to 60 per cent of molasses, just as much as the 
mixture will absorb; aivd then these molasses feeds are fed along witli 
the home-grown grains. 

To show you something of the demand that there is for these prod- 
ucts, I would like to read you Quotations from Farmers* Bulletin No. 
1218, issued by the United States Department of Agriculture in 
November of tms year. The A^cultural Department in this bulletin 
in suggesting rations for f attejimg 2-year-ola steers in the com belt, 
in a k>tal of 12 suggested rations, mentions only three concentrates 
other than com, silage, or other farm-raised products, namely, cotton- 
seed meal, linseed meal, and molasses. These are all used as supple- 
mental feeds to com or other farm-raised feed stuffs, and in all out 
two of these rations one or more of these three concentrates were 
named. 

I think no argument is necessary to show you that if anything 
should happen to piit the price of molasses where the farmer could not 
longer afford to use it in fattening his cattle, he would have to go on to 
the other two of the concentrates recommended by the Agricultural 
Department, namely, cottonseed meal and linseed meal; and on 
accoimt of the increased demand there would be an increased higher 
price level for those other two concentrates; and. it is not only a 
matter of the molasses to the farmer, but it is a matter of raising the 
price of his other feedstuffs. 

Senator McLean. You say it costs a cent a gallon in Cuba ? 

Mr. Chapman. About a cent a gallon at the present time. Of 
course, we are laboring imder very abnormal conditions at tl\is time. 
Molasses is a drug; it is very difficult to dispose of even the domestic 
crop. 

Senator McLean. It is a good deal cheaper than com meal ? 

Mr. Chapman. Yes; but you must bear in mind that we have 
freight from the interior of Cuba. This molasses is pumped out of the 
storacfe tank at the sugar factories, on the island of Cuba, for instance, 
and snipped to the seaboard, and then it is pumped into an enormous 
storage tank which may contain the product of a large number of 
sugar factories. It is pumped out of this large storage tank at the 
seaboard into tank steamers and is brought to the American seaboard 
and is there pumped into la^o storage tanks which may be partially 
filled with otner molasses. There must be considered the expense of 
the tank-car service, the tank steamers, pumping into the tanks in 
Cuba, pumping into tank steamers to bring it to our own seaboard, 
and then tne freight charges which have gone sky-high since the 
advances in freights. 

Senator McLean. What does it cost the consumer a gallon ? 

Mr. Chapman. It depends on where he is located, of course, after 
paying the freight. At the present time, the molasses is not coming 
m, and that is what I say to you gentlemen, that if you act upon this 
additional duty, blackstrap molasses will not come mto this coimtry; 
it is not coming in for feed purposes to-day on account of the low 
price of grain and the high freight rates. It is a long-haul commodity ; 
it must come upf rom the Gulf ports^ clear to our cattle-raising sections 
and into the dairy sections of the Northeast. 

Senator McLean. It is considered a by-product ? 
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Mr. Chapman. It is a by-product; yes, sir. 

Senator McLean. Do they not have it in Louisiana ? 

Mr. Chapman. They have it, and that is the point I am coming to. 
gentlemen. We have it in Louisiana; we have it in very small 
(quantities there. For seven years last past this country has raised 
in blackstrap molasses only 8 per cent of the amount used. In other 
words, we imported 92 per cent. 

I do want to say this, that the feed manufacturers and the gentle- 
men I am representinjg have no fi^ht with the sugar people. We 
want to see the sugar industry of this coimtry prosper, and I believe 
it should be protected on sugar bya duty adequate 

Senator McLean (interposmg). What percentage of the value of 
a ton of cane would be represented in the blacl^trap molasses? 

Senator Smoot. It is nominal. 

Senator McLean. It must be very small. 

Judge Milling. It is small — 4^ gallons to the ton. 

Senator McLean. What is a ton of cane said to be worth ? 

A Louisiana Witness. Cane is worth $3.85; that is the average 
price paid at our f act6ries. 

Senator McLean. Then what would the blackstrap molasses be 
worth ? 

A Louisiana Witness. The last we sold was at 2i cents a gallon. 

Senator McLean. And you get how many gallons ? 

Mr. Chapman. Four and one-half gallons to a ton of cane — 11.7 

Eounds to the gallon. The argument I make is this: As I said, 
lackstrap molasses is a by-product material. The sugar people will 
get their protection on their sugar and no amount of protection in the 
world v(m cause one poimd more of this bv-product material to be pro- 
duced. The molasses means little to tne sugar interests; it means 
everything to our farmer and our feed-manuf actiuing interests. 

Senator Calder. About 8 per cent of all blackstrap molasses is 
domestic product ? 

Mr. Chapman. Eight per cent of all blackstrap molasses used here 
has been a domestic product for the last seven years on the average. 
In the year 1920 this country produced only 5.3 per cent of the bladt- 
strap molasses used in the United States. 

Senator Calder. Do you include the beet industry ? 

Mr. Chapbian. I am not dealing with the beet industry at the 
present time, for the reason that I am speaking on blackstrap, which 
IS a cane product. 

Quoting fiu^ther from this farmer's bulletin — ^I am doing this to 
leave in your minds the idea that this is something that the farmer 
wants, that the farmer needs as a supplemental product to his own 
feed. On page 51 of this bulletin it says [reading]: 

Molasses feed and other miscellaneous concentrates are in much demand in some 
sections of the com belt. 

Again it says [reading] : 

Molasses in combination with other feeds makes a feed that is very palatable to 
cattle. 

Further [reading] : 

Blackstrap molasses can usually be bought at a price that justifies the fanner in 
buying it by itself and mixing it with the feed grown on the farm. 
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And thfe item that I particularly desire to have jrou note is on page 
22, in which it states [heading] : 

In Illinois cottonseed meal and linseed meal constitute the bulk of concentrates in 
nearly equal proportions. In Iowa the records indicate the use of molasses feed to be 
as general as cottonseed and linseed meal combined. 

Further, it says [reading] : 

Molasses or any other sweet feed in the rations can be fed until shipping time 
without bad effects. 

We are submitting statements showing the imports of blackstrap 
molasses since the year 1914, official figiu'es, which I will not take 
the time to read; also the American production of blackstrap molasses 
as taken from the yearbook published by the Louisiana Sugar 
Planters' Association of New Orleans. I have done this to substan- 
tiate the statement I have just made in regard to the quantities 
imported as related to the quantities produced in this country. 

Mr. Chapman. I desire also to direct your attention to the magni- 
tude of this feed-manufacturing business. The principal use of 
blackstrap molasses in times of peace is in compounding feeds for 
live stock. In the past 10 or 15 years an enormous industry has been 
built up in this country manuf actimng balanced rations of all kinds 
for live stock, using it as the essential basic ingredient. Large fac- 
tories employing thousands and thousands of laborers and other 
employees, with investments probably totaling $200,000,000, and 
producing approximately 3,000,000 tons of balanced rations, are 
located in every section of the country. In fact, in some centers the 
mixed-feed industry has becoipe one of the leading industries. Aside 
from these industries located at the principal cities on the Pacific 
coast, mills are situated principally in the leading railroad centers 
east of the Rocky Mountams. 

Mills manufacturing these mixed feeds are located about as follows: 
Kansas City, 5; St. Joseph, Mo., 2; Omaha, Nebr., 2; Clinton, Iowa, 
2; Cedar Rapids, Iowa, 2; St. Louis, Mo., 2; East St. Louis, 111., 5; 
Cairo, 111., 2; Peoria, 111., 2; Chicago, 111., 8; Hammond, Ind., 3; 
Milwaukee, Wis., 2; Minneapolis, Minn., 3; Ciucinnati, Ohio, 4; 
Pittsburgh, Pa., 2; Buffalo, N. Y., 5; Memphis, Tenn., 12, Nashville, 
Tenn., 3; Little Rock, Ark., 4. And a gentleman just here from 
Memphis has told me that there are at least $6,000,000 invested in 
plants in Memphis, and those plants have a daily capacity of about 
3,500 tons of mixed feed. 

At Nashville, Tenn.. there are 3; Little Rock, Ark., 4; and then there 
are hundreds of small plants controlled by farmers and cooperative 
associations for local feeding interests. In virtuallv all of tne prin- 
cipal cities other than I have named there are single manufacturing 
plants. 

Senator McLean. Is it for poultry feeding? 

Mr. Chapman. No, sir; but it will be. There is a movement on 
foot in that direction; there have been experiments made, and it is 
going to be used. 

It is being used for the fattening of sheep in very large quantities. 
One concern in Illinois that fattens somethmg like 50,000 sheep uses 
molasses as a fattener. 

If it is the desire to increase the revenue, a high tariff will defeat 
that purpose, because molasses will not come in. 
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Senator Smoot. What would you use in place of it? 

Mr. Chapman. It just will not be used if it is too high in price, 
and the farmers will have to make slower and more expensive gains 
in their feeding operations, and go back to the old long-period memod. 

I would like to speak to you in regard to the schedule. Where not 
above 48 per cent total sugars as the basic rate of one-fourth cent per 
gallon is proposed by paragraph 503. 

There is no blackstrap molasses, as a matter of fact, that tests as 
low as 48 per cent total sugars. Extremely rare instances occur 
where such a test is shown, but when we get such a low test we are 
suspicious of that molasses, and feel that it nas been adulterated. 

We will submit for the record, gentlemen, statements of the three 
leading importers of blackstrap molasses, covering something over 
150 cargoes, in one instance the importations of one concern ru nning 
back from 1914 to 1920, inclusive, and we are showing you the chemi- 
cal analysis and showing you the total sugar analysis made of those 
cargoes at the time they came in, and we do likewise with two other 
of the leading importers. Yoli will note that the total sugar content 
on these shipments of blackstrap average 54 per cent tot^ sugars by 
the Clerget method. Rarely does one get down to 48, which is the 
basic figure on this one-fourth cent tariff as proposed by the Fordney 
bill. Occasionally one will come in as high as 60 per cent total 
sugars, but the general average is 54. 

(See Exhibits A, B, 1, and 2 in brief.) 

Mr. Chapman. As the Fordney bill is passed, virtually nothing 
will come in at one-fourth cent per gallon, although we feel that the 
House thought th^t they were placing a duty of one-fourth cent per 
gallon on blackstrap molasses. We oase our opinion in regard to 
this on a letter received by one of the Minneapolis feed manufacturers 
from Congressman Fordney, in which Mr. Fordney stated that the 
committee understood that all blackstrap molasses would test under 
48. So that we bedieve that the House m tended to allow jdl black- 
strap molasses to come in at one-fourth cent per gallon. As a matter 
of fact, the Fordney bill would assess a duty on the average black- 
strap molasses of If cents per gallon or oyer. Basing it on the 
average of 54 per cent total sugars and sUghtly more than one-fourth 
cent tor each 1 per cent total sugars over 48 per cent, there would 
be six additional quarter cents. 

Senator Smoot. That is, if it all came in at 54 ? 

Mr. Chapman. If it all came in at 54, but 54 is the average. Some 
of it runs as high as 60, and on that high-testing molasses you can 
readily see we would then pay over 3 cents per gallon, in fact, 3i 
cents; there would be another six points. 

Senator Smoot. Why do they allow the 60 per cent in molasses ! 

Mr. Chapman. Blackstrap molasses is not a uniform commodity; 
it never has been and probably never will be. It varies greatly. 

Senator Smoot. Does not that come about by the failure of 
extraction of sugar ? 

Mr. Chapman. That is one reason. The condition of the cane, soil 
conditions, weather conditions, eflBiciency of the extraction plant, 
all have their bearing on the quality of the blackstrap molasses. 
It has been suggested, " Why do you not keep the high-grade stuff 
separate, as it is worth more and it should pay more duty?'' There 
is no way to do that; it is not possible. 
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This molasses, which comes largely from the interior of Cuba, is 
made at sugar plants in the interior. The sugar content of black- 
strap molasses is dependent upon a great many factors : The nm of 
to-day from a given factory may test differently from the run of 
tomorrow. The molasses from an individual factory is all run into 
a large vat. The run of to-day must be mixed with the run of 
tomorrow, and this nm of several weeks or months may be stored 
in one vat. This molasses is pumped out of the storage tank at the 
sugar factory, on the island of Cuba, for instance, and shipped in 
tank cars to the seaboard and put into an enormous storage tank 
which may contain the product of a large number of sugar factories. 
It can not be kept separate and is all run' together. It is pumped 
out of this large storage tank at the seaboard into tank steamers 
and is brought to the American seaboard and is there pumped into 
other large storage tanks which may be partially filled with other 
molasses. There is no way in which the buyer when he purchases 
blackstrap molasses either in Cuba or in America can know what ' 
sugar content he is going to get. 

He may buy on a guaranteed minimum of not less than 48 per 
cent total sugars, for blackstrap molasses rarely, if ever, runs under 
that figure, but he can not buy on a guarantee that it will not run 
over tnat amount. Blackstrap with him is blackstrap molasses. 
He works on general averages and does not and can not discriminate. 
Blackstrap molasses in one part of a tank steamer or tank car may 
test higher in sugar content than that in another part of the same 
tank steamer or tank car. No two chemists were ever known to get 
identical results from two samples drawn from any particular lot ol 
blackstrap. There is no way of determining what you are going to 
get when y;ou buy blackstrap molasses; consequently, there is no 
wav of getting more money for that which may, under the proposed 
bill, pay a duty of 3i cents per gallon from that which may pay i 
cent per gallon. 

Senator Smoot. In your brief you give figures showing the dif- 
ferent percentages and the different shipments for a certain length 
of time ? 

Mr. Chapman. We do. As an illustration, we have taken here 
six typical cargoes brought into this country from January to May 
of tms present year, and we find that based on actual practice as 
compared to the duty which those shipments actually paid, and 
whicn those same shipments would pay under the proposed Fordney 
tariff, the increase in duty is 370 per cent. 

Senator Smoot. I think the committee understands now your 
wishes in the matter, and if there is any special question that you 
want to impress upon the committee, I wish you would do it and do 
it briefly, so they can get the whole picture in their minds, because it 
is a rather difficult schedule, and if you expect all of the Senators to 
go into the detail of this here I am fearful they will not get very 
much out of it. 

Mr. Chapman. I am fearful of that, too. 

Senator Smoot. Let me suggest to you that you just impress upon 
the members of this committee right now the points you want them 
to get, succinctly as you can, so tney will understand it and read it. 

Mr. Chapman. I want to do that. 
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Senator McLean. Have you got the quantities there of 
importation ? 

Mr. Chapman. I have the statement of importations and the state- 
ment dongside of it of the quantity produced in the coxmtry. 

Senator Caldeb. What are the importations ? 

Mr. Chapman. For 1914 they were 71,098,507 gallons and Loui- 
siana produced 11,000,000 gallons; in 1915 we imported 88,000,000 
gdlons and Louisiana produced 7,000,000 gallons; in 1916 we 
unported 110,000,000 gallons and Louisiana produced 14,000,000 
gallons; in 1917 we imported 140,000,000 gallons and Louisiana 
produced 12,000,000 gallons; m 1918 we unported 159,000,000 gal- 
lons and Louisiana produced 16,000,000 gallons, and that is the 
greatest amoimt that Louisiana has ever produced in these years: 
m 1919 we imported 156,000,000 gallons and Louisiana producea 
6,600,000 gallons, and in 1920 we imported 179,000,000 gallons and 
Louisiana produced in that year 10,000,000 gallons. 

Senator Ualdek. What proportion of this blackstrap molasses 
is used for the purpose of makmg alcohol ? 

Mr. Chapman. As near as we can figure — and we have covered 
that also in our brief — in normal times 75 per cent of the molasses 
is used for feed purposes. In war time we figure not more than 45 
per cent was used for feed purposes, but the feed manufacturer and 
the feeders would have taken unlimited additional quantities if 
they could have gotten them. But during the war alcohol was in 
such great demand for powder and other explosives, poison gas^, 
and so on, that the alconol i>eople took the molasses, and I do not 
think that the feed trade used over 45 per cent of the total molasses 
produced in the country and imported. 

Senator Dillingham. What has it been since that time. 

Mr. Chapman. Li 1920 we believe that 75 per cent of the molasses 
was used for feed, and I will gladly tell you what we base our opinion 
on; we base it on the known figures of one molasses distributing 
company. That one company in the years 1919 and 1920 averaged 
for tnese years over 40,000,000 gallons annually to the feed trade. 

Now, conservatively — ^I have talked with several of the other 
importers and they think that is a conservative estimate — ^we do 
not beUeve that that concern handled more than one-third of the 
molasses to the feed trade. So that, panting that this one concern 
handled only one-third of the feed molasses, during those two years 
the feed trade used approximately 120,000,000 gallons of black- 
strap molasses, and that would be equal to about 70 per cent of the 
total importations of those years. 

Then, again, in the years 1917-18 tliis concern's average annual 
deUvery to the feed trade were 21,000,000 gallons. Of course, 
those were war years; and on the same hypothesis of one- third, the 
feed trade during those war years would have used 60,000,000 gal- 
lons annually, or about equal to 40 per cent of the importations 
during the war years. 

Gentlemen, this is a tremendous thing to the feed trade. It is a 
milUon tons of molasses per year of imports. 

Senator McLean. And your argument is that it does not displace 
com and other mixtures ? 

Mr. Chapman. Only to a slight extent. The extent only, par- 
ticularly in the fattening of cattle, it hurries the operation; it takes 
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Suicker gains; they eat more com while they are fed this molasses. 
Q dairy use it causes the stock to drink more water and keep in 
generally more thrifty condition and consequently eat more other 
teed. 

Senator Calder. It is an appetizer? 

Mr. Chapman. Just like your sirup on vour com cakes in the 
morning. The cotton planters of the Soutn make their crop more 
economically, as these molasses feeds are safer and more efficient 
than the xmmixed grains for work animals. These feeds are in very 
large demand in the cotton-raising sections. 

Alfalfa meal is not used appreciably as feed, except in molasses- 
feed mixtures. The business of hundreds of alfalfa-grinding mills 
in Colorado, Nebraska, Kansas, Wyoming, New Mexico, and Okla- 
homa depends upon the success of the mixed-feed manufacturing 
plants. Unless tne mixed feeds can be made at prices at which thev 
will sell readily, this important western industry of alfalfa milling will 
go down and out. Alfalfa meal is the principal ingredient mixed with 
molasses, and what aflFects one aflFects the other. Alfalfa meal is a 
long-haul commodity the same as molasses is a long-haul commodity, 
and the advanced freight rates have militated against both of these 

Principal ingredients to the extent that they can bear no further 
andicaps and still be marketed. The grinding of alfalfa meal to be 
mixed with molasses amoimts to hundreds of tnousands of tons, and 
has created a market and a demand for alfalfa raised by the farmer 
in the coimtry surrounding these alfalfa mills, and these farmers will 
be seriously affected unless the mixed-feed industry can go on. 

I would like to say in conclusion — 

First. That on account of the small amount of blackstrap molasses 
produced in the country and the large amount required to be im- 
ported, the imported molasses necessarily fixes the price. 

Second. The feeders can not afford to use molasses if the price is 
increased as indicated by the House bill. 

Third. No importer can undertake to import blackstrap molasses 
on an uncertainty of rate as proposed to the House bill. 

Fourth. Blackstrap molasses must be segregated in the bill from 
other molasses and sumps and be permitted to enter either duty free 
or at a low fixed rate of duty. 

Fifth. Either the basic total sugar content as proposed in the bill 
must be raised to an amount so that all blackstrap molasses may enter 
at the basic rate — that would require approachmg 60 per cent total 
sugars — or it should be arranged to go back to the polariscope basis 
just as used in all previous tariffs — 35 by the polariscope would cover 
all blackstrap molasses; or, inasmuch as the essential protecting the 
sugar schedule is the sucrose content, a basis which would consider 
sucrose only by the Clerget method could be adopted. The 40 per 
cent sucrose by the Clerget method would permit all blackstrap 
molasses to enter at the basic rate. 

Sixth. The United States Tariff Commission in a pamphlet entitled 
''Tariff Information Surveys,'' on the articles in paragraph 177 of the 
tariff act of 1913 and related articles, dated 1921, on page 93, states: 

Ttie dividing line between high-grade and low-grade molasses might be fixed at 55 
per cent of sweetening matter. 
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The Tariff Commission's suggestion would barely cover the average 
blackstrap molasses and would militate against the higher-testing 
grades. 

Senator Smoot. Would you like to file a brief ? 

Mr. Chapman. I would like to do so. 

Senator Smoot. You may file it, avoiding in it repetitions of state- 
ments you have made orally, and it will be printed. 

BRIEF OF OEOROE A. CHAPMAN, REPRESENTING THE AMERICAN FEED MAW- 
FACTXTRERS* ASSOCIATION, CHICAOO, ILL. 

Blacks* trap molaasea is the final residue from the manufacture of sugar from the 
juice of su^u* cane from which no more cryetalizable sugar can be extMu:ted. It u 
not suitable for human food. It was formerly all wasted, but of recent years usea 
have been found for it. 

Blackstrap molasses tests: 

Sucrose by polariscope '. 22- ^ 33** 

Sucrose by Clerget method per cent. . 32-40 

Reducing sugars do 14-28 

Total sugars by polariscope do 40-M 

Total sugars by Clerget method do 48-^2 

Moisture do 20-26 

Protein do 3-6 

Ash do 5-8 

The sucrose and reducing sugars are in liquid form and are commercially uncrya- 
talizable. None of these sugars can be profitably extracted. If they could, the 
sugar manufacturer who ijroduces the blackstrap molasses would do it. 

In normal peace times it is estimated that an amount equal to 70 per cent of the 
amount imputed into the country is used for feeding to dairy cattle, steers, horees, 
mules, sheep, and hogs, either direct or in the form of readv prepared balanced rations. 
These rations contain from 10 per cent to 60 per cent blackstrap molasses, the balance 
being made up of alfalfa meal, crushed grain, grain screenings, cottonseed meal, or 
other by-product materials. 

During the war years probably not over 45 per cent of the amount imported ww 
used for feeding live stock, due to the very heavy demand for alcohol i^uired in 
the production of powder and other explosives. 

(The above estimates are based on tne known figures of one distributing concern 
whose average billings to the feed trade of blackstrap molasses for the years 1919 and 
1920 approximated 40,000,000 gallons annually, and (or the two war years, 1917 and 
1918, 21,000,000 gallons annually. More would have been used by the feeders in the 
war years if they could have gotten it. It is conservatively estimated that this con- 
cern's sales to the feed trade could not have been more than one-third of Uie amount 
used by the feed trade. On this hypothecs the feed trade consumed an average of 
120,000,000 gallons annually during 1919 and 1920, and an average of 63,000,000 
gallons annually during 1917 and 1918. This is more than 70 per cent of the average 
annual importations for the years 1919 and 1920, and more than 40 per cent of the 
average annual importations for the years 1917 and 1918; it is fourteen times as much 
as the average annual Louisiana production for 1919 and 1920, and four and one-half 
times as much as the average annual Louisiana production for 1917 and 1918. 

A small percentage of blackstrap molasses is used for the {deduction of vinegar and 
yeast. A small percentage is also used with calcium arsenate to poison boll weevil 
in the South and grasshoppers in the Western States. It is also used in small quan- 
tities by foundries in the preparation of cores. There are practically no other known 
commercial uses for this low grade blackstrap molasses. PracticaUv all dutiable 
imported blackntrap molasses comes from Cuba. None of this is used or is suitable 
for human food. 

Its principal use in times of peace is in compounding feeds for live stock. Within 
the past 10 or 15 years an enormous industry has been Built up in this country' manu- 
facturing balanced rations for all kinds of live stock, using Blackstrap molasses as the 
essential basic ingredient. Large factories, employing tnouaands of laboms, sales- 
men, and office employees, with investments probably totaling $200,000,000 and 
producing approximately 3,000,000 tons of balanced rations, are located m every 

» This is tor under limit of 40* provided in emergency tariff and former tariffs. 
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Bection of the country. In fact, in some centers the mixed-feed industry has become 
one of the leadinc; industries. Aside from those industries located at the principal 
cities on the Pacinc coast, mills are situated principally at the leading railroad centers 
east of the Rocky Mountains. Mills manufacturing these mixed feeds in the leading 
centers number as follows: 

Kansas City, Mo 5 ; Hammond, Ind 3 

St. Joseph, Mo 2 Milwaukee, Wis 2 

Omaha, Nebr 2 . Minneapolis, Minn 3 

Clinton, Iowa 2 Cincinnati, Ohio 4 

Cedar Rapids, Iowa 2 | Pittsburgh, Pa 2 

St. Louis, Mo 2 1 Buffalo, N. Y 5 



East St. Louis, 111 5 

Cairo, 111 2 

Peoria, 111 2 

Chicago, III 8 



Memphis, Tenn 12 

Nashville, Tenn S 

Little Rock, Ark 4 



Hundreds of small plants controlled by farmers and farmers' cooperative associations 
for local feeding interests; also individual plants located in the principal towns and 
cities in practically every State north and south, east of the Rock Mountains. In 
fact, this has become one of the large industries of the country and was very thriving 
until unfavorable conditions developed, including the several advances in freight 
rates, which placed a prohibitive tariff on this long-haul commodity. Since then 
this industry has been struggling for its very existence. To continue to thrive and 
supply the farmers and feeders of the country with desirable rations, it must have 
low-priced molasses. 

Tne industry was built up on low-priced molasses, and a comparatively low tariff 
has always been placed s^iainst it. When the railroad rates began to advance, the 
industry b^^an to go down. Because this product must be hauled long distances to its 
point of manufacture and consumption, freight rates have always been a large part of 
its cost; in fact, on the importea molajseee the transportation chiuges have always 
been the greatest part of its cost. An increased duty on blackstrap molasses would be 
the equivalent of another advance in freight rates and will put the finishing touches 
to this industry which is now struggling to keep going until conditions improve. 

In the early part of this year the railroads which had been hauling not only the 
blackstrap molasses up from the Gulf porta and from I^uisiana, but other supphes to 
the mixed feed plants, as well as the finished product out, saw this industry and this 
large source of revenue to them rapidly dying and endeavored to come to the rescue 
by granting a reduction in the freight rates effective June 10, 1921, of approximately 
25 per cent. Even now with molasses selling at the seaboard at the lowest prices ever 
known, and with the reduced freight rates, the entire molasses feed manufacturing 
industry is in the throes of despair. With molasses duty free or with a low duty it 
may be able to survive. 

The beneficiaries of cheap molasses are the farmers of all sections of the country, 
the producers of beef, pork, and mutton, dairjrmen, and owners of horses and mules. 
Elspecially the farmers of the grain belt want the benefit of cheap molasses. It is not 
a grain substitute, but a supplement to grain, which practical feeders have foimd 
added to their grain and home-grown roughages, makes these materials much more 
valuable and efficient. 

Molasses feed must not be considered as coming into direct competition with com. 
On the contrary it causes an increased consumption of com. It is a. competitor of 
com in feeding to the extent that table simp is a competitor to com cakes m human 
consumption. Both increase the appetite for com, causes more to be eaten, and con- 
sequently quicker, cheaper gains in weight. The big mdasses feeders in the com 
belt are the big raisers of com and they would not buy something to compete with 
what they already have if molasses was simlpy a competitor of com. Molasses is an 
appetizing supplement to com and is so universally considered and used. 
. Should the western cattle feeder be unable, through the high price of other con- 
centrates and the withdrawal of the molasses feed industry, to obtain any concentrates 
to gq with his native feeds and be forecd to feed out his cattle through the old and long 
process of using straight grains, he will be deprived of a quick finish and a quick turn- 
over and be unable to handle his cattle profitably on the very small margin which ex- 
ists and has existed for several years between the price that he pays for his feeder 
cattle and the price that he gets for his finished cattle. 

It folmerly required about a year to fatten or finish cattle for market. Now with the 
use of blackstrap molasses in the ration the animals are finished in 75 to 120 days. 
This saving in time obviously decreases the expense of producing meat. A large pro- 
portion of sweet feeds is consumed right in the com belt. 
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Fanners' Bulletin No. 1218 makes the following statements: 

Page 21 : '' Molasses feed and other miscellaneous concentrates are in much demand 
in some sections of the com belt. Molasses in combination with other feeds makes a 
feed that is very palatable to cattle. The blackstrap molasses can usually be bought 
at a price that justifies the farmer in buying it by itself and mixing it with the feed 
grown on the farm. 

Page 22: "In Illinois cottonseed meal and linseed meal constitute the bulk of con- 
centrates in nearly equal proportion. In Iowa the records indicate the use of molassM 
feed to be as general as cottonseed and linseed meal combined. 

Page 30: 'Molasses or any other sweet feed in the ration can be fed until shipping 
time without bad effects.'* 

The city people are benefited as their meat and milk are produced better and 
more economically, and team owners' hauling costs are reduced. 

The cotton planters of the South make ueir crops more economically, as these 
molasses feeds are safer and more efficient than the unmixed grains for work animals. 
These feeds are in very large demand in the cotton-raising sections. 

AUbMa meal is not used appreciably as feed, excepting in molasses feed mixtures. 
The business of hundreds of al^l^ grinding mills in Colorado, Kansas, Nebraska, 
Wyoming, New Mexico, and Oklahoma depends upon the success of the mixed feed 
manufacturing plants. Unless the mixed feeds can be made at prices at which they 
rill sell readuy, the important Western industry of alfalfa milling will go down and 
out. Alfal&i meal is the principal ingredient mixed with molaasee, and what affecto 
one affects the other. Alfalfa meal is a long-haul commodity the same as molasses is 
a long-haul commodity, and the advanced freight rates have militated against both 
of these principal ingredients to the extent that they can b€»r no further handicaps 
and still be marketed. The grinding of alfalfa meal to be mixed with molasses 
amounts to hundreds of thousands of tons and has created a market and a demand for 
alfalfa raised by the farmers in tJhe country surrounding^ these alMfa mills, and these 
farmers will be seriously affected unless the mixed feed industry can go on. 

Low-priced molasses makes it possible to feed enormous quantities of grain screen- 
ings and other bv-product materials produced in large milling centers such as Minne- 
apolis, Duluth, Ksoisas City, Chicago, Buffalo, St. I^uis, etc. These materials othe^ 
wise would have no market and would lar^ly go to waste. The molasses makes 
many materials palatable which are otherwise unpalatable to live stock. Molasses 
increases the digestibility of other feeds with which it is mixed; it causes live stock 
to drink more water and become generally more thrifty. Farmers, particularly in 
the beef cattle raising districts, buy large quantities of barrel molasses when it can be 
obtained at satis^tory prices to feed with home-^wn roughage and other materials 
from the farm. Molaases mixed feeds create a distribution and use for hundreds of 
thousands of tons of cottonseed meal, linseed meal, and otJier by-product feeds. 

Is it not the duty of Congress to build up and protect an industry which employs 
many thousands of citizens; which encourages and makes profitable the raising of 
live stock, and has a laijge share in keeping down the cost of living to the entire public? 

If it is the desire to increase revenue, that will be defeated by the high dutjr. In 
fact, the present high freight rates and other adverse conditions have already seriously 
checked the importation of blackstrap molasses for feed purposes. The proposed duty 
as covered by the Fordney bill would place a duty of more than 1} cents per gallon 
on the average blackstrap molasses, ana as high as 3} cents per gallon on some of the 
high testing blackstrap molasses. This is an astonishing rate when it is realized that 
blackstrap mojasses can to-day be bought at gulf ports at about 3 cents per gallon, 
and recent sales have been made at North Atlantic ports as low as 2 cents per gallon. 
A duty of almost 100 per cent, with a possible 150 per cent, of the maricet price in this 
country on the average blackstrap certainly would stop its importation. It is unques- 
tionably true that the stoppage m the importation of blackstrap molasses, if the pro- 
posed duty goes into effect, will result in actually leas revenue to the Uovemment 
than if the duty is arranged so that all blackstrap molasses is permitted to enter at a 
rate not to exceed J cent per gallon. 

H. R. 7466, on page 82, line 3, paragraph 503, provides: "Molasses and simps 
testing not above 48 per centum total sugars, twenty-five one-hundredths of 1 cent per 
gallon; testing above 48 per centum total sugars, two hundred and seventy-five one- 
thousandths of 1 cent additional for each per centum of total sugars and fractions of a 
per centum in proportion." 

It has been represented that the proposed duty under the House bill would allow 
all blackstrap molasses to come in at } cent per gallon; that 48 per cent total* sugars 
would allow all blackstrap to enter at the basic rate. This is not so, for virtually no 
blackstrap molasses tests as low as 48 per cent total sugars by the Clerget method of 
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determination, and in the rare instances of such low test the molasses is under suspicion 
of having been adulterated. A fair estimate of the average analysis of blaclcstrap 
molasses would be at least 54 per cent total sugars by the Clerget method. This being 
the average, it will be seen that quite as mucn would run as liigh as 60 per cent total 
sugars as would run as low as 48 per cent, and the duty would be prohibitive even on 
the average test. 

The baaing of the duty on the percentage of total sugars is a basis which has never 
been used in any former tariffs. All former tariffs have been based on a polariscope 
test of not over 40°. Under this test all blackstrap molasses could enter at the fixed 
rate of duty. Under former tariffs there was no uncertainty to the importer as to what 
duty he would have to pay when tiie goods actually arrived in this countrv. Under 
the proposed bill no one could be certain, within a possible 3 cents per gallon, what 
the duty might be until arrival in this country. The Fordney bill does not provide 
the method of determining total sugar content. 

We are given to understand, throu^ testimony given by a representative of the 
United States Bureau of Standards before the House Wajrs and Means Committee, 
and otherwise, that the basis of determining total sugars will be the Clerget method. 
If the Clerget method is used, virtually no blackstrap molasses can enter at the basic 
rate of duty, unless the proposed "bill is altered. 

The average total sugar content by the Clerget method of 112 cargoes of blackstrap 
molasses, imported by two leading importers of blackstrap molasses, namely, Penick 
& Ford CLtd.), of New Orleans, La., and C. U, Snyder & Co., of Chicago, 111., is about 
54 per cent, as shown by the following itemized statement (Exhibits A and B): 

Exhibit A. — lotul sugars in blackstrap molasses received by Penick dc Ford (Ltd.), 

{Inc.)f New Orleans, La. 









Total 


Proposed 


I 

1 




1 Total 

1 '"sr 

Clerget 
method. 


Proposed 


Ex- tanker. 


Sucrose 

by 
polari- 
scope. 


Reduc- 
ing 
sugars. 


polari* 
method. 


' duty. 


Sucrose 

by 
Clerget 
method. 


Reduc- 
ing 
sugars. 


duty. 


Per 
gallon. 


Per 
ton. 


Per 
gallon. 


Per 
ton. 










Cents. 










Cents. 




Kochelle 


25.6 


19.42 


45.02 


0.25 


80.43 


3.1. 16 


19.42 


54.58 


2.0595 


$3.52 


Macoris 


28.4 


17.24 


45.64 


.25 


.43 


35. M 


17.24 


52.78 


1.6645 


2.68 


J.O.Boyd.... 


26.4 


20.84 


47.24 


.25 


.43 


36.03 


20.84 


66.87 


2.6892 


4.60 


Inspector 


24.8 


26.32 


51. 12 


1.108 


1.89 


32.21 


26.32 


58.53 


3.1457 


6.38 


Sucrosa 


29.6 


18.52 


48.12 


.283 


.48 


35.24 


18.52 


53.76 


1.834 


3.14 


Do 


29.6 


20.00 


49.60 


.69 


1.18 


35.94 


20.00 


55.94 


2.4335 


4.16 


Do 


26.4 


' 23.81 


50.21 


.8577 


1.47 


34.47 


23.81 


58.18 


3.0495 


5.21 


yojfion 


28.0 


22.73 


50.73 


1.0007 


1.71 


34.54 


22.73 


57.27 


2.7992 


4.79 


Do 


26.0 


27.78 


53.78 


1.8395 


3.15 


34.15 


27.78 


61.93 


4.0807 


6.98 


Do 


28.8 


20.84 


49.64 


.701 


1.20 


34.76 


20.84 


56.60 


2.34 


4.00 


Tilford 


28.0 


20.00 


48.00 


.25 


.43 


34.53 


20.00 


54.53 


2.0457 


3.60 


IxHiisinna 


24.0 


26.32 


50.32 


.888 


1.52 


30 96 


26.32 


57.28 


2.802 


4.79 


Sncrosa 


28.0 


30.84 


48.84 


.481 


.82 


33.58 


2a 84 


54.42 


2.0165 


3.45 


Nelson 


29.6 


2a 84 


50.44 


.921 


1.57 


36.63 


20.84 


57.47 


2.8542 


4.88 


Cubadist 


31.2 


17.86 


49.06 


.5415 


.93 


33.33 


17.86 


51.19 


1.1272 


1.93 


Do 


26.0 


19.23 


45.23 


.25 


.43 


32.45 


19.23 


51.68 


1.262 


2.16 


Do 


3!. 2 


17. 55 


48,75 


.4562 


.78 


36.26 


17.55 


52 90 


1.5975 


2.73 


Nelson 


29.4 


18.87 


48. 27 


.3242 


.55 


36.94 


18.87 


55.81 


2.3977 


4.10 


Ciibadist 


22.4 


18.3.5 


40.75 


.25 


.43 


32.85 


18.35 


61.20 


1.13 


1.93 


Mielero 


26.0 


17.86 


43,86 


.25 


.43 


33.49 


17.86 


51.35 


1. 1712 


2.00 


Cubadist 


23.2 


16.97 


40.17 


.25 


.43 


32.94 


16.97 


49.91 


.7752 


1.33 


Do 


29.2 


17.24 


46.44 


.25 


.43 


36.73 


17.24 


53.97 


1.8917 


3.23 


Marfi 


30.2 


14.50 


44.70 


.25 


.43 


35.61 


U.50 


50.11 


.8302 


1.42 


Rcpina 


25.6 


14,93 


40.53 


.25 


.43 


38.45 


14.93 


53.38 


1.7295 


2.96 


Do 


32. S 


19.23 


52.03 


1.3582 


2.32 


39.59 


19.23 


58.72 


3.198 


5.47 


Ncl<*on 


26.4 


17.02 


43.42 


.25 


.43 


.34.87 


17.02 


51.89 


1.3197 


2.26 


Mielero 


21.6 


18.4.5 


40.05 


.25 


.43 


34.52 


18.45 


62.07 


1.6167 


2.76 


CubaUist 


24.0 


18.18 I 


42.18 


.25 


.43 


35.58 


18.18 


53.76 


1.834 


3.14 


Sucrosa 


21.0 


16.13 


40.13 


.25 


.43 


33.67- 


16.13 


49.70 


. 7175 


1.23 


Marti 


28.9 


17.54 1 


46.44 


.25 


.43 


36.30 


17.54 


53.84 


1.856 


3.17 


Ncl!>on 


25.6 


23.25 ' 


48.85 


.4837 


.83 


32.67 


23.25 


56.92 


2.428 


4.15 


Do 


30.8 


19.23 1 


49.31 


.610-^ 


1.04 


37.15 


19.23 


66.38 


2.5.545 


4.37 


Cubadist | 


30.6 1 


18.52 


49.12 


.558 


.95 


38.16 


18.52 


66.68 


2.a37 


4. .51 
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Exhibit B. — Analyses made btj Dr. Carl S. Miner, of the Miner Laboratories, of Chiengo, 
Ill.y on cargoes of Cuban blackstrap. 



Steamer. 



Date. 



Mois^ 
lire. 



Louisiana 

Nelson 

Louisiana 

Northwestern 

Louisiana 

Currier 

Nelson 

Alabama 

Louisiana 

Do 

Alabama 

Currier 

Nelson 

Alabama 

Northwestern 

Gulley 

Louisiana 

Northwestern 

Regina 

Oimev 

Sun..* 

Nelson 

Do 

Do 

Currier 

Regina and Marti 

Do 

Do 

Do 

Currier 

Hanify 

Nelson 

Hanify 

Do 

Nelson 

Hanify 

Currier 

Hanify 4 

Do 

Do 

R^na and Marti 

Do 

Do 

Do 

Currier 

Siicrosa 

Do 

Do 

Cubadist 

Sucrosa 

Do 

Cnbadfst 

Sucrosa 

Cubadist 

Do 

Do 

Do 

Mielero 

Nelson 

Do 

Sucrosa. 

Do 

Cubadist 

Mielero 

Do 

Do 

Do 

Cubadist 

Sucrosa 

Do 

Mielero 

Do 

Cubadist 

Do 

Mielero 

Do 

Po 

Do 

Do 



Apr. 13, 1914 
Apr. 18, 1914 
May 14, 1914 
June 4, 1914 
June 11, 1914 
Aug. 15, 1914 
Sept. 10,1914 
Sept. 21, 1914 
Oct. 11,1914 
Oct. 20,1914 
Dec. 9,1914 
Feb. 6,1916 
Feb. 22, 1915 
Mar. 15, 1915 
Mar. 23, 1915 
Apr. 12, 1915 
May 2,1915 
May 7,1915 
June 2, 1915 
June 10,1915 
June 13,1916 
July 20,1915 
Au?. 26,1915 
Sept. 8,1915 
Sept. 30, 1915 
Nov. 24,1915 
Dee. 30,1915 
Jan. 22,1916 
Feb. 7,1916 
Feb. 24,1916 
Apr. 6,1916 
May 8, 1916 
May 26,1916 
June 13,1916 
July 6, 1916 
July 22,1916 
Aug. 12,1916 
Aug. 20.1916 
Sept. 21, 1916 
Oct. 11,1916 
Nov. 4,1916 
Nov. 28,1916 
Dee. 19,1916 
Feb. 7,1917 
Feb. 23,1917 
Apr. 29,1917 
May 29,1917 
Aug. 20.1917 
Dee. 3,1917 
Dec. 29, 1917 ; 
Mar. 26,1918 
Apr. 5, 1918 
May 3, 1918 
May 18,1918 
July 8,1918 
July 18,1918 
Aug. 13,1918 
Sept. 21,1918 
Sept. 27, 1918 
Oct. 18,1918 
Nov. 16,1918 
Dec. 2,1918 
Dec. 29,1918 
Feb. 1,1919 
Feb. 19,1919 
Mar. 16,1919 
Mar. 28,1919 
Apr. 15,1919 
Apr. 22,1919 
May 4, 1919 
May 23,1919 
June 4,1919 
July 22,1919 
July 31,1919 
Sept. 14,1919 
Sept. 21, 1919 
Oct. 13,1919 
Nov. 9,1919 
Dec. 20,1919 



23.5 

23.6 

25.6 

23.6 

22.5 

23.1 

23.6 

22.5 

22.5 

23.4 

2L8 

20.1 

20.6 

19.9 

23.6 

22.8 

22.4 

20.3 

22.4 

22.8 

24.3 

23.4 

21.6 

22.8 

24.7 

2L6 

27.3 

24.4 

24.0 

23.0 

21.1 

25.4 

25.0 

25.4 

24.6 

26.0 

27.8 

23.8 

23.69 

27.09 

22,4 

25.6 

26.82 

27.16 

28.11 

27.0 

26.0 

27.6 

28.6 

25.3 

20.8 

23.3 

24.0 

26.0 

26.2 

22.4 

24.4 

20.3 

23.5 

19.1 

23.6 

21.7 

23.3 

24.6 

23.6 

24.3 

24.2 

21.3 

24.1 

24.3 

20.7 

22.0 

25.7 

24.9 

23.5 

26.2 

26.7 

20.4 

24.2 



3.9 

4.6 

6.0 

3.6 

3.6 

4.4 

8.8 

3.6 

3.9 

3.7 

3.9 

3.4 

6.2 

2.8 

3.4 

3.4 

2.8 

3.8 

5.4 

3.6 

3.6 

3.2 

3.7 

4.1 

3.6 

3.4 

4.2 

5.2 

2.8 

3.3 

2.4 

4.7 

4.1 

4.8 

4.0 

5.0 

4.2 

4.3 

5.69 

4.03 

4.4 

5.5 

5.6 

4.2 

3.8 

4.1 

4.3 

4.7 

4.2 

4.2 

5.1 

5.2 

4.7 

4.6 

4.7 

6.6 

4.7 

3.5 

4.1 

6.4 

6.3 

5.1 

4.6 

6.1 

4.2 

4.8 

5.0 

5.1 

4.2 

3.9 

6.6 

4.9 

3.7 

4.1 

3.8 

3.9 

3.8 

5.0 

5.1 



Total Totoi l*rif e(}iallmp 

^ Isugar.'s J^^^ delivered, duty 

Ash. by ^^^ paid,lnslorap« 

rierget , , "-J" tank, Mobileor 



method.) * 



7.8 
8.1 
8.8 
7.1 
6.9 
7.5 
7.4 
7.2 
7.7 
7.1 
7.4 
6.8 
8.5 
7.8 
7.2 
n.4 
8.6 
7.8 
8.8 
7.5 
8.2 
7.5 
8.2 
7.4 
7.6 
7.3 
6.3 
9.0 
6.2 
6.9 
7.3 
6.0 
6.4 
6.4 
6.8 
6.8 
4.3 
6.3 
6.7 
6.55 
8L1 
5.9 
6.33 
6.45 
6.8 
6.3 
6.0 
6.4 
4.7 
4.4 
5.7 
6.4 
6.5 
6.6 
6.0 
6.2 
4.8 
6.0 
6.1 
6.8 
7.3 
7.6 
6.1 
6.9 
7.4 
7.1 
7.0 
6.7 
6.2 
6.4 
6.5 
6.5 
6.6 
7.0 
8.9 
5.9 
5.9 
tt.3 
5.9 



New Orlean>. 



53.8 

54.7 

51.3 

52.6 

53.2 

48.8 

62.4 

51.8 

61.8 

6L3 

62.2 

63.8 

62.9 

67.5 

52.4 

60.6 

50.33 

50.3 

61.47 

50.36 

49.11 

61.8 

51.0 

48.0 

51.5 

67.7 

51.77 

48.66 

55.23 

57.17 

57.8 

64.13 

68.38 

53.15 

51.76 

46.9 

62.2 

51.7 

52.15 

5L03 

61.65 

51.01 

49.31 

52.79 

52.63 

53.61 

53.62 

53L.O0 

5a 20 

51.77 

52.4 

52.61 

49.77 

5L13 

52.18 

48.43 

5L37 

64.00 

60.66 

60.81 

48.09 

60.49 

50.97 

61.94 

49.8 

61.66 

62.42 

62.78 

62.36 

51.00 

52.77 

63.25 

49.61 

50.12 

52.21 

50.37 

49.89 

50.84 

50.92 



64.8 

63.7 

60.6 

65.7 

67.0 

65.0 

65.2 

66.7 

65.9 

66.8 

66.9 

69.7 

65.8 

69.5 

65.8 

62.4 

66.2 

68.1 

63.4 

66.1 

63.9 

65.9 

66.5 

65.7 

64.1 

53.0 

6Z2 

61.4 

67.0 

67.8 

60.2 

64.9 

64.5 

63.4 

&i.6 

63.2 

63.7 

65.6 

63.92 

62.33 

65.1 

63.0 

61.25 

62.19 

62.29 

63.6 

63.7 

62.3 

62.5 

66.1 

68.4 

65ul 

64.8 

63.9 

64.1 

65.8 

66.1 

71.2 

67.2 

68.7 

63.8 

66.6 

67.0 

62.4 

64.8 

63.8 

63.8 

66.9 

65.6 

66.4 

67.2 

66.6 

65.0 

64.0 

63.8 

64.0 

64.6 

68.3 

64.8 



Cents 



5 and I 



3 

4} and 5 



I 

164 and 5 
9.6 and 5 
9.6 and 15 
15 
15 
15 
5 
U 
15 
15 



15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
7 
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We are informed that other importers' shipments average about the same. 

Under the terms of the proposed bill and by noting the itemized statements of 
these two importers it will be seen that virtually no blackstrap molasses reaches the 
minimum of 48 per cent total sugars by the Clerget method, and that a total sugar 
content is occasionally reached as high as 60 per cent. With an average of 54 per 
cent total su^urs, it will be seen that instead of assessing a duty of one-fourth cent per 
gallon, this bill assesses a duty on the average of more than If cents per gallon, and 
on some of the higher testing blackstrap molasses more than 3^ cents per gallon, or 
more than 100 per cent duty based on to-day's American duty paid valuation for 
blackstrap molasses. 

The attached statements, Exhibits 1 and 2, show six tvpical cargoes of blackstrap 
molasses imported by the American Sugar Refining Co. from Cuba during the early 
months of 1921: 

Exhibit 1 shows sucrose content by polariscope, sucrose content by Clerget method, 
invert sugars, and total sugars by Clerget method. 

Exhibit 2 is statement showing comparison of rates and amounts of duty applied 
to these six typical cargoes based on the actual duty paid under tariff effective prior 
to May 28, 1921, and amount of duty which would be paid on these same cargoes as 
proposed by the Fordney tariff bill. 

The Fordney tariff would increase the duty over the actual duty paid 370 per cent. 
An inconsistency in the proposed Fordney bill might well be pointed out here in that 
the extra duty for each 1 per cent of total sugars over 48 is greater than the amount 
assessed on the original 48 per cent. Certainly if 48 per cent total sugars may come 
in for one-fourth cent per gallon^ it is inconsistent to assess each additional 1 per cent 
two hundred and seventy-five one thousandths of 1 cent per gallon. 

Exhibit 1. — Sugar tests of six typical carrots of blackstrap molasses imported by American 
Sugar Refining Co. from Cuba. 



Date of arrival at New Orleans. 



Cargo 
No. 



Jan. 14, 1921 29 

Feb. 6, 1921 , 30 

Mar. 6, 1921 31 

Apr. 4, 1921 32 

Apr. 19, 1921 33 

May 13, 1921 34 



Sucrose 
bv polar- 
iscope. 


Sucrose 

by 
Clerget 
method. 


Invert 
sugars. 


Total 

Cleiiet 
method. 


28.1 


35.75 


15.78 


51.53 


29.1 


36.38 , 


10.42 


46.80 


30.2 


37.48 ' 


16.00 


53.48 


1 31.2 


3&22 


14.48 


62.70 


82.2 


39.28 1 


14.81 


54.09 


33.3 


39.55 , 


14.62 


54.07 



Exhibit 2. — Statement showing comparison of rates and amounts of duty applied to the 
six typical cargoes of blackstrap molasses imported by Am,erican Sugar Refining Co. 
from Cuba referred to in Exhibit 1. 



Actual duty paid.' 



Cargo No. 



29. 
30. 
31. 
32. 
33. 
34. 



Gallons. 



478,253 
524,146 
653,063 
660,000 
662.324 
091.051 



Total 
sugars.^ 



Duty based on Ford- 
ney bi II as passed by 
House would be*— 



Cents peri 
! gallon. : 



Total. 



Cents per, 
gallon. 



Percent. 
51.53 
46.80 
53.48 
52.70 
54.09 
54.07 



0.27 
.27 
.27 
.24 
.24 
.24 



11,291.28 


0.976 


1,415.19 


.200 


1,763.27 


1.405 


1,584.22 


L233 


1,589.58 


1.539 


1 658.52 


1.535 



Total. 



14,567.75 
1,048.29 
9,175.54 
8,038.91 
10,193.17 
10,607.63 



ToUI ' 3,668,927 

Average duty i 



.253 



9,302.06 I ! 43,631.29 



1 Total sunrs: Sucrose by Clerget method plus Invert sugar (reducing sugars). 

• Actual duty paid on Underwood tariff: l5 per cent ad valorem, full duty, less 20 per cent for Cuba; 
afAraised valuation 2| cents per gallon during first quarter 1921 and 2 cents per gallon since that time. 

■ Duty based on Fordney tariff as passed by House: One-fourth cent per gallon on molasses and sirups 
tasting not above 48 per cent total suears, and 0.275 cents additional for each per cent of total sugar, fractions 
in proportion, less 20 per cent lor Cuba. 

Percentage of increase duty based on Fordney tariff as passed by House over actual 
duty paid (Cuban), 370. 
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The Fordney tariff, as passed by the House, on the average of the six typical cargoes 
referred to above, on an ad valorem basis at present appraised valuation of 2 cents per 
gallon, shows the following comparison: 



Fordney tarifl 

Underwood tariff.. 



' DutT, 
aUowing 
Full Cukxm 
duty, preferen- 
tial of 20 
percent. 



Per cent. Per cntf. 
74.3 50.45 

15.0 1100 



Blackstrap molasses can not be kept uniform and can not be purchased at any 
specific total sugar content. The su^r content of blackstrap molasses is dependent 
upon a great many factors — the efficiency of the extracting plant, the condition of 
the cane, the season of the year, weather and soil conditions, etc. The run of to-day 
from a given factory may test differently than the run of to-morrow. The molasses 
from an individual factory is all run into a storage vat. The run of to-day must be 
mixed with the run of to-morrow, and the run of several weeks or months may be stored 
in one vat. This molasses is pumped out of the storage tank at the sugar factory, on 
the island of Cuba, for instance, and put into an enormous storage tank, which may 
contain the pro(luct of a large number of sugar factories. It can not be kept separate 
and is all run together. Even with this method of handling it does not mix, and 
different samples from different parts of a tank or steamer show widely different 
anal>rses. 

It is pumped out of this large storage tank at the seaboard into tank steamers and 
is brought to the American seaboard and is there pumped into other large storage 
tanks, which mav be partially filled with other molasses. There is no way in which 
the buyer when he purchases blackstrap molasses, either in Cuba or in America, can 
know what sugar content he is goin^ to get. He may buy on a guaranteed minimum of, 
say. not lees man 48 per cent total sugars, for blackstrap molasses rarely if ever runs 
under that figure, but he can not buy on a guaranty tnat it will not run over that 
amount. Blackstrap witii him is blackstrap molasses. He works on general av^- 
ages and does not and can not discriminate. Blackstrap molasses in one part of a 
tank steamer or tank can may test higher in sugar content than that in another part 
of the same tank steamer or tank car. No two chemists were ever known to get iden- 
tical results from two samples drawn from any particular lot of blackstrap. There 
is no way of determining wnat you are going to get when you buy blackstrap molasses, 
consequently there is no way of getting more money for that which may, under the 
proposed bill, pay a duty of 3} cents per gallon from that which may pay one-fourth 
cent per gallon. 

The cost of blackstrap molasses must be determined in advance of importation: 
otherwise, to handle it would be a commercial impossibility. The proposed tariff 
contemplates an unknown duty anvwhere from one-fourth cent per gallon to 3| centa 
per gallon, to be determined after the careo has arrived. If it were possible to import 
blackstrap molasses at the higher rates of duty sug^ted by this bill, if an importer 
were lucky in the lott<»ry and drew some low-testing blackstrap molasses he would 
be placed in position to put other importers who might have received a high-testing 
lot temporarily out of business. No feed manufacturer would pay more for the one 
than for the other, for it could not be handled separately. Moreover, he could not 
get any more for his finished product than his competitor, who might be using a lower 
testing lot. On such a variation, which at the present time amounts to more than 
the market value for blackstrap molasses, no one could take the chance of importing 
molasses. 

Before the emergency tariff the duty was 15 per cent ad valorem, less 20 per cent 
Cuban preferential, equals 12 per cent net. Based on peace-time valuations of 2 
centfi per gallon in Cuba, equals 0.24 cent, or practically one-fourth cent per gallon. 
To-day's valuations would be less than 1 cent per gallon in Cuba, resulting in a duty 
of one-eighth cent per gallon. 

The emergency tariff now in effect calls for 24 per cent ad valorem, less 20 per 
cent Cuban preferential, equals 19.2 per cent net. On valuation of 2 cents per gallon 
in Cuba, equals 0.384 cent, or practically one-third of 1 cent per gallon. To-day's valu- 
ations in (yuba would be less than 1 cent per gallon, making the duty 0.192 cent, or 
about one-fifth of 1 cent per gallon. 
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The permanent tariff is bein^ prepared for years of i)eace and not for an era of war. 
Blackstrap in peace years is pnmaruy a feeding material. It is indispensable for the 
best utilization of millions ot tons of farm materials produced in the United States, 
and a means of making more efficient and valuable the feed grains with which it is fed. 

Before imported molasses can compete with domestic molasses it must pay high 
transportation chaigos. This in itself is splendid protection for domestic producers 
of this formerly wasted material. TranspKtrtation costs, before these goods reach a 
parity with domestic goods, are approximately as follows (cents per gallon): 

Average freight and tank-car expense in Cuba from plantation to recei^dng sta- 
tion at Cuban seaport 1. 5 

Ocean freight from Cuban port to Mobile or New Orleans ^ . . 1. 5 

3.0 

Proposed duty on 48 per cent total sugars added 25 

Proposed extra duty on average blackstrap testing 54 per cent total sugars of 
two hundred and seventy-five one-thousandths of a cent for each 1 per cent 
total sugars above 48 added 1. 65 

Total 4.90 

Deduct for Cuban preferential 38 

Total transportation and duty expenses 4. 52 

landed at Mobile or New Orleans, without one cent to the producer for his product or 
compensation to the importer to cover his investment in lai^ receiving storage tanks, 
pumping, interest, taxes, tank-car service, and profits. 

American blackstrap molasses originates at points taking New Orleans or Mobile 
rate of freight. Even if blackstrap molasses was admitted free of duty and the Cuban 
producer received nothing for his molasses and the importer nothing for his services, 
selling expense, pumping, interest, taxes on his storage tanks both in this country 
and in Cuoa, ana on tank cars in this country and in Cuba, the transportation alone 
would amount to 3 cents per gallon before the goods could be brou^t to a port in the 
United States taking the same rate of freight as the stations in Louisiana where black- 
strap molasses is produced, and this 3 cents per gallon transportation charge is equal 
to tne present selling price of blackstrap molasses produced in the United States. 
Sufficient protection certainly for an article whose American market price to-day is 
not over 3 cents per gallon, and whose normal prewar American market price was 
not over 5 or 6 cents per gallon. (See statement giving analysis and price of importa- 
tions, 1914 to 1920, inclusive.) 

Blackstrap molasses is produced in the United States in only one restricted locality, 
namely, the southern part of Louisiana^ and there are comp!aratively few producers 
of it. For seven years last past the Umted States has produced less than 8 per cent 
of it*? total requirements anci only 5.3 per cent of its 1920 requirements. 

The following statement shows the Ix)uisiana production and the amounts imported 
for seven fiscal vears from 1914 to 1920, inclusive: 



Year. 



19H. 
191.5. 

1916. 
1917. 
191S. 
1919. 
1920. 



Dutiable. 



P'rom Porto 
Rico. 



From Hawaii. | 



Total 
Imported.^ 



Louisiana pro- 
duced in crop 
year.' 



OalUms. I 
51,410,271 ! 
70,839,623 ! 
86,716,673 
110,237,888 
130,730,861 
130,074,711 1 
154,670,200 



Gallons. 
15,577,832 
12,004,811 
16,279,073 
18,751,212 
14,495,752 
15,118,678 
15,059,273 



Gallons. 



4,110,4<M 


7 


507 


5,202,913 


8 


J47 


8,399,014 


U 


760 


10,979,383 


13 


183 


14,671,477 , 


15 


m 


11,065,996 


15 


J85 


9,605,486 1 


17 


»59 



Gallons. 
11,190,908 

7,016,338 
14,272,535 
12,544,436 
16,101,650 

6,649,242 
10,066,981 



Total. 



733,680,227 



107,286,631 



64,034,673 



905, 001,. 531 I 



77,842,089 



» Data covering imports taken from Monthly Summary of Foreign Commerce of the United States, pub- 
lished by the United Stales Department of Commerce. 

« Production in Louiiiiana obtained from yearbooks published by Louisiana Sugar Planters' Association, 
New Orleans. La. 

There are also larjje quantities of refiners' refuse molasses produced in the United 
States, but this is brought into the country in the form of raw sugar and is the by- 
product in the refining process. 
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The feed manufacturers and live-stock feeders accept and believe in the principles 
of protection to American industry; they believe in a protective tariff on sugar suffi- 
cient to allow the Americim sugar-producing industry to live and prosper. Black- 
strap molasses, however, is a by-product commodity, and no duty, no matter how high, 
will cause one gallon more of it to be produced. The amount which has been pHroduced 
or which it is possible to produce in the United States is so insignificant compared to 
the amount which the feed manufacturer and the feed trade of the United States 
require that protection to the feed trade and the feeders can only come by either allow- 
ing blackstrap molasses free entry or by placing the duty so low as to encourj^e ita 
importation. The feed trade begs of Congress the same protection for its industry 
in free entry or a low tariff on this, its essential basic raw material, as it grants to other 
A meri can* industries in a protective tariff on their products. 

BEET MOLASSES. 

It has been shown that the amount of American-produced blackstrap molass^ 
available for feeding and manufacturing purposes is negligible compared with the 
amount required. Nothing thus far has been said about beet molasses produced in 
the United States and used in feeding and manufacturing. The amount of black- 
strap imported and the amount of duty upon it will have little effect upon either the 
amount of beet molasses used or the price at which it will sell. Aside from the par- 
ticular use of beet molasses in the feeding of live stock the demand for it in the man- 
ufacture of yeast and other articles for human consumption is rapidly growing. It 
probably soon will exceed the supply. While some beet molasses is used in feeding 
It is confined largely to feed for work stock, like horses and mules, and indeed in thii 
class of feeds a premium is usually paid for beet molasses over blackstrap. Beet mo- 
lasses produces a greener-colored feed than blackstrap, and there is always a demand 
for green feed. In feeding work animals it is not desired j)rimarily to fatten them, and a 
smaller amount of molasses is used in these feeds than in feeds for cattle, sheep, and 
ho^. Again, beet molasses when used liberally in feeds has a tendency to scour the 
aniinal, whereas as much blackstrap can be used as the mixture will absorb. This runs 
as high as 60 per cent of the molasses ration, or 20 to 30 per cent of the total concen- 
trates ^ven the animal. Beet molasses and blackstrap molasses, therefore, come into 
but limited competition with each other. The usee of the one so far differs from the 
uses of the other as to make the import duty on the one have little bearing on eithCT 
the consumption or the price of the other. 

There is in normal times suflScient demand in the United States for beet molasses 
which blackstrap can not satisfy to more than absorb the supply, which fixes the 
price of beet molasses above the price of blackstrap. 

A free entry of blackstrap or a low duty on blackstrap does not imperil either the 
amount of beet molasses which will be used or the money value of the crop. There 
is not suflScient American supply in either beet or blackstrap molasses to meet the de- 
mand in normal times. 

CONCLUSION. 

1 . On account of the small amount of blackstrap molasses produced in the country 
and the lai^ amount required to be imported, the imported molasses necessarily 
fixes the price. 

2. The feeders can not afford to use molasses if the price is increased as indicated by 
the House bill. 

3. No importer can undertake to import blackstrap molasses on an uncertainty of 
rate as proposed by the House bill. 

4. Blacli^trap molasses must be segregated in the bill from other molasses and sirups 
and be permitted to enter either duty free or at a low fixed rate of duty. 

5. Either the basic total sugar content as proposed in the bill must be raised to an 
amount so that all blackstrap molasses may enter at the basic rate (that would require 
a figure approaching 60 per cent total sugais), or — 

It shouta be arranged to go back to the polariscope test as used in all previous tariffs 
(SS'^ by the polariscope would cover all blackstrap molasses^, or— 

Inasmuch as the essential in protecting the sugar schedule is the sucrose content, a 
basis which would consider omy sucrose content by the Clerget method could be 
adopted. (Forty per cent sucrose by the Clerget method would permit all blackstrap 
molasses to enter at the basic rate.) 

6. The United States Tariff Commission, in pamphlet entitled "Tariff Information 
Surveys," on the articles in paramiph 177 of the tariff act of 1913 and related articles, 
dated 1921, on page 93, states: "The dividing line between high-grade and low-grade 
molasses might be fixed at 55 per cent of sweetening matter." 
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The Tariff Commission's suggestion would barely cover the average blackstrap 
molasses and would militate against the higher testii^ grades. 

It would be presumptuous on the part of the feed trade to suggest the method for 
fixing the basis for the enforcement of the proposed law. Congress and the Govern- 
ment departments in -their wisdom should do this; but the feed trade desires with 
all the emphasis at its command to impress the committee with the necessity of fixing 
some basis whereby all blackstrap molasses, as it is produced and offered for sale, may 
enter either duty free or at a rate of duty which will not exceed one-fourth of 1 cent 
per gallon. If this is not done one of our country's most important industries can not 
go on, and the farmers and feeders will be deprived of an important economic com- 
modity at a reasonable price. 

STATEMENT OF GEOBO£ H. FOBSEE, BEPBESENTING KANSAS 
OITT (KO.) HAT DEALEBS' ASSOCIATION AND HISSOTTBI BIVEB 
FEED MANUFACTXTBEBS. 

Mr. FoRSEE. Mr. Chairman, I would like to say that this is my 
fourth trip to Washington on this matter since early summer, an<i 
considering that I have here been that many times with the under- 
stianding that I would be heard on behalf of the interests that I repre- 
sent, I would appreciate it very much if you would give me the op- 

ortunity either now or to-morrow morning of making a statement. 

am speaking for some thirty feed mills along the Missouri Valley 
and for the Kansas City Hay Dealers' Association. On each of my 
trips to Washington we have had to pass the hat among ourselves 
to get money enough to pay my expenses, as there is not an institu- 
tion in these two industries which can afford to have its representa- 
tive here and pay his entire expense. I am, therefore, representing 
the entire group frpm my section of the country. 

Senator Smoot. Misery likes company. 

Mr. FoRSEE. Yes, sir. That is tne condition of our industry on 
the Missouri River. It takes me two nights and a day to make the 
trip each way, and having made the trip four times, two for the House 
hearings and two for the Senate hearmgs, I feel that I can not go 
home again and report to our people that I made no eflFort to be 
heard in their behalf. I would, therefore, most earnestly request 
that if our time has expired to-night, or is about to expire, you will 
hear me as far as you can to-night and give me a few minutes to- 
morrow morning to complete my testimony. 

The Chairman. You may go ahead, if you only want a few min- 
utes. 

Mr. FoRSEE. I do want more than a few minutes, Senator; that is 
just the point. I fear that our hearing will not be considered very 
important if we seem to be willing to state our cSse in a few minutes 
and let it go at that. The molasses hearing is scheduled with the 
sugar hearing, and we have listened to two days of testimony on sugar, 
and now if we are willing to have our own end of it — the molasses 
end — only indifferentlv presented within 30 or 40 minutes' time I fear 
that you will think that we are not of sufficient importance as an 
American industry to be worth protecting. 

The Chairman. The committee is anxious to protect you and in 
great sympathy with you; but you, like the committee, want to get 
this bill passed promptly. 

Mr. FoRSEE. I will say what I have to say as rapidly as I can. 
If mj' time has expired before I am through you can so indicate to 
me, and I will quit. Speaking under pressure, I can possibly boil 
down what I have to say. Gentlemen, here is the proposition as 
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we see it in a nutshell : There has grown up in America a system of 
scientific feeding of live stock. Tne average man used to feed the 
stock which he l^ept on his farm only for the purpose of using his 
surplus grains and marketing them in that way. But it was found 
that the American farmer could add to his farming industry another 
industry, that of feeding cattle for the market. When the farmer 
began to feed for the market — ^feeding to put fat on — ^he realized 
that his old system of feeding was too slow. That his grains alone 
and his roughage would require too long a time to round out his 
cattle and to turn the money which he had in them. Then he found 
that there were certain concentrates which he could use in connec- 
tion with his home-grown materials and that the combination would 
permit him to greatlv shorten his feeding period. He could then 
get his money out oi these cattle, reinvest it in another bunch of 
cattle if he so desired, thus continuing to consume the materials 
which he raised, and make more money by this process and market 
more home-grown feeds than he could by the old process. At first 
he was confined in the use of concentrates principally to two — 
linseed-oil meal and cottonseed meal. These were obtainable only 
at comparatively high prices. Usually they were much higher thaa 
his home-grown feeds. Then the feeding value of blacStrap, or 
refuse molasses, was discovered. It was very cheap — seldom, if 
ever, higher than his home-grown feeds. Not onlv did this enable 
him to buy a much cheaper concentrate than he nad been able to 
buy before, but he found that it could be used also as a base for 
many materials whicli he could not use before. • Many grains and 
cereals which in themselves were unpalatable made the finest kind 
of feed when mixed with this molasses. 

Again, when a shortage of feeding materials occurred in one sec- 
tion, or a complete shortage of all materials occurred in that section, 
other materials native to other sections could be gathered at terminal 
markets, mixed with blackstrap molasses, and be readv to supply the 
feeders' needs. Thus was not only the section which was short on 
feeds supplied, but a market was created for grains, cereals, and 
by-products in the sections where thev were plentiful. Feeding 
operations were thus stabilized and made more certain and greatly 
reduced in cost. This necessity and demand of the farmer and 
feeder gave birth to the molasses mixed-feed industry. We who are 
in the ousiness felt that we were so close to the farmers — so closely 
identified with his mdustry, an industry which was primarily pro- 
ducing the bread and meat for the coimtry — that our business was 
well-nigh impregnable, so far as the common disasters of business 
are concerned. For instance, we thought that whatever the folks 
down East here nright suffer from the ills following a war, we in the 
meat-raising and grain-growing sections would be able to furnish all 
the country with meat and bread at a cheap price, and would be 
busy all of the time in doing it. Gentlemen, you know the situation 
now as well as I could possibly bring it to you from my section. The 
farmer and feeder is almost worse off than anybody, and we in our 
industry are flat on our backs. 

The Chairman. Can you tell us what agricultural or industrial 
establishment is not flat on its back? 

Mr. FoRSEE. No. We are all in the same boat. 

The Chairman. From the Atlantic to the Pacific Ocean that is so. 
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Mr. FoRSEE. We feel, gentlemen, that this tariff on blackstrap 
molasses as it comes to you from the House will double or treble or 
possibly quadruple the cost of this molasses, or at least the cost of 
entry under previous tariff bills. That means that if the schedule 
as written in the bill by the House is maintained when the bill is 
passed by Congress that this burden is immediately borne by the 
farmer and feeder, and I submit, gentlemen, that he is the first man 
in the United States who ought to nave his burdens lightened instead 
of added to, as he is the basis of the rehabilitation of us all. 

Another objection which we urge to this schedule is that it is on a 
graduated scale. This tariff, as 1 understand it, runs all the way 
from one-fourth cent a gallon, based on 48 per cent total sugars, up 
to about 3 cents a gallon. We do not know, and the farmer does 
not know, so far as sugar content is concerned, what kind of molasses 
he is going to get; therefore under this bill none of us know what it 
is going to cost. But this we do know, that whatever it costs in tar- 
iff duties above those of previous bills, the farmer and those allied 
with the farmer are going to pay for it. 

In addition to the live-stock-feed milling industry I oppose this 
schedule on behalf of the Kansas City- Hay Dealers^ Association. 
The hay industrjr is very large in our section of the country and, like 
the feea-milling industry, is very closely connected with the farmer 
and his interests. Alfalfa hay is largely used in connection with 
blackstrap molasses, and the means oi marketing a very large part 
of this hay is through blackstrap-molasses feed. Hence the interest 
in this bill of the nay dealers, and back of them the hay-raising 
farmers. 

Senator Smoot. Would you be satisfied with the rates named in 
the Payne-Aldrich bill? 

Mr. FoRSEE. I understand the Payne-Aldrich bill provided a 20 
per cent ad valorem duty and that the tax under that bill was about 
a quarter of a cent per gallon. I think we would be satisfied with 
that one-fourth cent if we can not get free entry of this essential raw 
material. 

Mr. Chapman. The Payne-Aldrich bill was on an ad valorem basis, 
and we do not want an ad valorem basis if we can avoid it. We 
would rather have the quarter-cent specific duty. 

The Chairman. We did not know very much about that blackstrap 
molasses in the Payne-Aldrich bill; it had not been used as exten- 
sively as it is now. 

Mr. Chapman. Very true. 

Senator Calder. iVenty per cent was the ad valorem rate. 

Mr. Chapman. We do not want the ad valorem rate. 

Senator Smoot. Do you want this blackstrap molasses to come in 
at 58 per cent and 60 per cent in some case^? The Payne-Aldrich 
bill did not treat that kind of molasses with any 20 per cent ad 
valorem. 

Mr. FoRSEE. It is impossible for us out in our part of the country 
to determine grades of blackstrap molasses by these technical differ- 
ences. We toiow blackstrap molasses as blackstrap molasses. If 
molasses can be brought into this coimtry for the purpose of feeding, 
molasses from which no more sugar can be extracted, and it is possible 
to designate and fix such molasses upon some such costs as we have 
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had in former bills, then we can hope to get our feedmg business back 
on its feet. 

Senator Calder. Does the witness know whether the corn men and 
meal men are in favor of this product coming in ? 

Mr. FoRSER. Do you m3an the corn grower? 

Senator Calder. Yes. 

Mr. FoRSEE. I am, myself, a manufacturer of molasses feeds in the 
com belt. My biggest customers are the biggest users of corn, and 
I might say the biggest growers of corn as well. There is no fight 
between corn and molasses. Molasses supplements corn and is led 
with corn and raises the digestible value oi the combination ration. 
Corn has a digestible value of about 79 per cent; blackstrap molasses 
has a digestible value of about 90 per cent. Animals eating molasses 
with corn digest their food better, drink more water, are kept in 
better condition, and consume more feed which is turned into fat 
quicker than when they are fed on the same old dry grain ration as 
corn — corn all the time. 

The demand for blackstrap molasses for feeding comes from the 
corn belt, and the same people who raise corn and sell it to us — and 
we put corn in all of our mixtures — are the same people who turn 
around and buy mixed feed with the molasses content in it. For 
cattle feeding, sheep feeding, and hog feeding the corn grower and 
corn feeder want all of the molasses that the mixture will absorb, and 
this will run as high as 60 per cent molasses. 

Senator Calder. What I had in mind was whether you knew 
whether the corn men and meal men were very much in favor of 
legislation to put this on the free list? 

Mr. FoRSEE. You mean the farmers ? 

Senator Calder. Yes. 

Mr. Forsee. I do not know of any organization of farmers that is 
acting one way or the other. We have, nowever, one of the biggest 
feeders in our section of- the country sitting here with us. 

Senator Calder. I am thinking of the com growers and the farmers 
chiefly. What is their attitude ? 

Mr. FoRSEE. They want cheap concentrates. If you take 
molasses away or raise the price of molasses, you will force them 
into giving up their cheapest concentrate. They will then have to 
fall back on such things as cottonseed meal and linseed-oil meal for 
a concentrate, and they will always cost more than molasses. Indeed, 
the use of cottonseed meal and linseed-oil meal is greatlv helped, 
the value is greatly increased, by feeding molasses with them, and 
the price of these concentrates is brought down. The farmer must 
have something to feed wdth his home-grown grains. He must 
shorten his feeding period. He must reduce this period from six 
months or a vear under the old method to 75 or 100 days. At least 
he wants to d.o this, and knows that he can do it bv scientific feeding. 

It has been only since the advent of molasses feed that there has 
grown up in the West the cattle-feeding business as a business. It 
IS incident to fanning in our section of tne country, "it is necessarv in 
farming, and the combination farmer and feeder is the one who does 
best in both lines. Feeding; has taught the farmer to turn over his 
investment as often ae possible, and it ha5 brought other up-to-date 
business methods to the farm. Of course, there are a large number 
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of men — or, at least there were — who feed cattle as a business and 
who do not necessarily farm, but the records show that 80 per cent 
of the cattle feeders are both farmers and feeders. That is about 
the only class that we have left, as there have been millions lost in 
the cattle business the last several years, and hundreds of cattle- 
men who thought they were comfortably fixed for life have been 
wnped out as clean as the top of this table [illustrating]. 

Senator Smoot. The Payne-Aldrich bill provided 20 per cent on 
molasses testing not above 40 degrees; 40 aegrees and not above 56 
degrees, 2 cents per pound; above 56 degrees, 6 cents a gallon. Are 
those duties satisfactory to you ? 

Mr. FoRSEE. I do not know^ Senator Smoot; I am not technical 
enough to know how these thm^ figure out. I simply know that 
this traffic will not stand, in a tanff way, more than around a quarter 
of a cent per gallon, and I also know that a great American industry 
and a great agricultural industry will be enormously helped if this 
materiS, nearly 90 per cent of wnich we can not get in this country, 
is permitted to come in free. I understand that the 40 per cent 
spoken of is 40 per cent by the polariscope, whereas this bill fixes the 
dxity, or duties, on a sliding scale of sugar content. We want a 
maximum of a quarter cent a gallon, and as much under that as 
possible. 

Senator Smoot. In molasses testing what degree ? Forty degrees 
is one thing, but 60 degrees is quite another thmg, because you can 
take 60-degree molasses and you can make sugar of it, 1 think, 
profitably. 

Mr. FoRSEE. If you will trace a cargo of molasses through to us in 
Kansas City you will not have any fear sugar will be made out of it. 
But here is the point in regard to a sUdijig scale: I can not go out to 
a feeder and say, ''I want more money wiis time for the sanae feed 
that I sold you last week, because this feed has molasses in it that 
tests 57 per cent sugar, whereas the feed that I sold you last week 
had molasses in it that tested 52 per cent sugar.'' We can not 
operate on a scale of that Idnd. 

Senator Smoot. You have been operating all the time on it, ever 
since you first made the product. 

Mr. FoRSEE. It has all been sold to us at a definite fixed price; 
there has been no difference in price between one tank car commg to 
us and another. If there has been a difference in- the tariff outy 
between cargoes coming to America, it has not been reflected in the 
sale price to us. I am not a molasses importer, neither am I a mo- 
lasses expert, and sucrose and Clerget ana polariscope and the other 
technical terms used in these hearings I know nothing about except 
what Uttle I have absorbed from these hearings. But I do know 
that here is a product that we have been selling to the farmer at a 
fixed price and to meet a long-felt want, and that under the proposed 
bill, with a sUding scale of duty, the tariff will run from a quarter 
of a cent up to 2.75 cents a gaUpn, which will make it almost impos- 
sible to merchandise the material. 

There is just one other thing I want to touch on here that has not 
been touched on, and that is the difference in the use between cane 
molasses and beet molasses. I feel that unless this is made clear 
vou will not realize that there is a marked difference in the use of 
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these two in feeding. I manufacture both cane and beet molasses 
feed. Beet molasses is used in horse and mule feeding almost en- 
tirely; cane molasses is used in cattle, hog, sheep, and dairy feeding 
almost entirely. We do not sell feed with beet molasses in it for 
fattening purposes, for the reason that beet molasses is quite laxa- 
tive, and when it is put into feeding rations in comparatively large 
amounts, say 40 to 60 per cent, it produces scouring. Only a limited 
amount of molasses, or a limited percentage, is used in horse and mule 
feeding, as the purpose of that feed is not to fatten the animal, as is 
the purpose in feeding meat animals. Beet molasses makes a creen 
feed, and the average horse and mule owner likes green feed and will 
ordinarily pay more money for it than for a brown feed. Black- 
strap makes a dark-brown feed usually. Horse and mule feed is 
usually retailed a few sacks at a time, and the greener it is the better 
the dealer can sell it. There will always be a sufficient demand in 
this country for a green feed to absorb the supply of beet molasses, 
and this demand will be quite independent oi the demand for and 
the use of cane or blackstrap. I am speaking, of course, of normal 
times. At the present time there is little demand for anything. 
In addition to this particular demand in feed for beet molasses 
there is an increasing demand for it for the making of yeast and 
vinegar, and we, in tne feed business, will have to compete in the 
matter of price with the yeast and vinegar people in the purchase 
of beet molasses if we are ^oing to continue to supply a green feed. 
This combination of uses will, m my judgment, not only more than 
absorb the beet supply, but it will fix a price for beet independent 
and higher than the price for cane. I do not consider, therefore, 
that cheap cane molasses will aflPect either the amount of beet 
molasses used or the price of beet molasses in the market. 

STATEHXNT OF FLOYD M. WILSON, BEPBESENTINa ALFALFA 
MILLma INDTTSTBY OF COLOBADO, WYOMING, NEW MEXICO, 
AND KANSAS. 

Mr. Wilson. I am here to represent the interests of alfalfa millers 
in Colorado, Wyoming, New Mexico, and Kansas. We have in the 
West a comparatively new industry, the milling of alfalfa. 

The use o! alfalfa meal is dependent almost ^ollv upon blackstrap 
molasses, and that is the reason we are here. If the molasses in- 
dustry is affected, and if the tariff is such as to make the importation 
of blackstrap for feeding purposes prohibitive, the big alf alni-milling 
industry in the West wfll have to go out of business. 

Senator Smoot. Does that industry use beet-eugar molasses? 

Mr. Wilson. We ship all the meal we manufacture to eastern and 
southern markets. Senator, and it is there mixed with blackstrap and 
some beet molasses; but when business conditions are normal itiere is 
not nearly enough beet molasses for feed mixing to supply the demand; 
at least 1 am told so by our customers. You imaerstand that we 
simply grind the alfalfa hay into meal and sell it direct to the mixed- 
feed plants in the South and East. 

At the stockyards in Denver I am advised that oftentimes they use 
cane molasses, or blackstrap, in feed mixtures in preference to oeet 

That is all I care to say, gentlemen. The marketing of alfalfa meal 
is almost entirely dependent upon the use of blackstrap molasses. 
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(Following is the brief of Mr. Wilson:) 

The purpose of this brief is to bring to the attention of the Finance Committee the 
close relationship existing between the blackstrap-molasses industry and the alfalfa 
milling industry, showing that the outlet for alfalfa meal is dependent almost wholly 
upon the commercial availability of blackstrap molasses at a relatively low cost; 
furthermore, that the enactment of the Fordney tariff bill as it now stands would 
result in raising the cost of molasses-alfalfa feeds $2 to $3 per ton, which would add 
to the economic problems of cattle feeders as well as other users of mixed feeds, cur- 
tailing the demand for alfalfa meal, thereby seriously injuring the alfalfa milling 
industry and, indirectly, the alfalfa fanner. 

The alfalfa milling industry is engaged in the ninding of alfalfa hay into a mealy 
product, which is commercially known as alfalfa meal. This meal is packed in 
100-pound sacks and marketed direct to the farmers, feeders, and mixing plant£i 
throughout every section of the East, South, and Midle West, the principal markets 
being Tampa, New Orleans, Birmingham, Little Rockj Memphis, Cairo, St. Louis, 
Kansas City, Omaha, Cincinnati, Chicago, Milwaukee, Minneapolis, Noriolk. Fhiladel* 
phia, Pittsbu]^ , Buffalo, and Boston. To-day there are approximately 75 amlfa mills 
west of the Missouri River, representinjg an investment aggregating $3,000,000. These 
mills are located in rural communities, and their succesnul operation means not 
only much to the farmers in affording a convenient cash market for their product, 
but a great many thriving little towns in the West are dependent to » marked degree 
upon the labor pay roll of the alfalfa mills. In ^t, we do not think there is an in- 
dustry in the United States that works as close to the field and &mner and upon 
which the farmer is locally so dependent. Therefore, if the '^home'' alfal^hay 
market is not to be disturbed ana the thrift and growth of country towns is not to 
be impeded, nothing should be done through the enactment of a tariff bill that will 
stifle or slow down alfalfa milling— so distinctly a rural entemriBe. 

During the period of depression the past year alfalfa mills have been forced to 
suspend operations the greater part of the time. High freight rates have demanded 
a heavy toll. However, with the resumption of the feed business now ia sight and 
a further reduction in freight rates contemplated, it would, indeed, be disastrous if 
these economic benefits would be more than offoet by a tariff which would result in 
increasing the cost of alfalfa-molasses feeds. This character of feed has the indorse- 
ment of all practical feeders and farmers, as well as State agricultural colleges and 
Government feed experts. 

We believe it is a &ct that as much as nine-tenths of the blackstrap used by feeders 
is imported from Cuba. If this statement is true (and Government reports and sta- 
tistics so indicate), the free entry of blackstrap molasses would result iu far greater 
economic benefit to the farmers and stock growers than could possibly be derived by 
toing a duty on this sugar by-product. We believe the tariff as fixed by the Fordney 
bill would prove commercially impracticable. The importer would be unable to 
determine just what a cargo of molasses would analyze until after it had reached the 
port of entry, and therefore could not make "future" quotations to the feed trade on 
a flat per-gallon basis. The feeder is little concerned as to variations in sugar content 
and will not pay a premium for molasses carrying a relatively higher percentage of 
Bugar. Alfalfa-molasses feeds necessarily are cheap and bulky products, which will 
not admit of going on a scientific chemical-analysis basis except where a wide range 
of analyses is allowed. If blackstrap molasses is admitted on a fiat basis, with the 
lunge of sugar content from 48 to 60 per cent, it would allow the importer to figure 
with a degree of certainty the cost of his product. On the other hand, if the duty 
aflsessed would be from one-fourth cent to 2i cents per gallon, according to sugar 
content, the molasses market would be in a chaotic condition and the mixed-feed 
industry would be demoralized and discredited with the farmer and feeder on account 
of varied and constant fluctuations in price. 

The protein analysis of al&lfa meal varies from 11 to 17 per cent. Oftentimes the 
^;reener hay will run much lower in protein than hay that is off color. It would be 
juat about as practical to sell alfalfa meal on an 11 per cent minimum basis, with an 
additional charge of 25 cents per ton per each per cent of protein over 11 asit would 
to attempt to sell blackstrap molasses to stock feeders where the import duty varies 
from one-fourth cent to 21 cents per gallon. The low-priced stock-feeding industry is 
figured on too close a competitive basis to admit of such constant variations in the 
coet of raw materials. 

Again, we would respectfully call your committee's attention to the fact that the 
alfalfa milling industry of the West is dependent almost wholly upon the commercial 
availability of blackstrap molasses for feeding purposes. Alfalfa meal is the only 
known absorbent, in the line of feed, for molasses. A free entry of blackstrap or a 
verv low duty on a flat basis will help to insure the life and prosperity of the alfalfa 
milling industry. 
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STATEMENT OF FBANK C. JONES, BEPBESENTINO THE EASTEBK 
FEDEBATION OP PEED MEBCHANTS, BUIiLVIIXE, N. Y. 

Mr. Jones. I am going to try to be Just as brief as I possibly can. 
From the record it woula show that 1 am representing the Eastern 
Federation of Feed Merchants, which is an organization composed 
principally of retail feed merchants throughout the East. 1 am 
asking nothing in their behalf, but what I shall ask will be for the 
dairy farmer of my section. 

In order to ascertain how much blackstrap molasses is being used 
for feeding purposes in the territory of the organization, I sent out 
December 1 a questionnaire asking a few more than 300 dealers these 
questions: 

How many tons of feed containing molaases have you sold during 1921 or have under 
contract for delivery prior to December 31 this year? 

The second question was: 

How many gallons of feed molasses have you sold during 1921 or have under contrtct 
for delivery before December 31 this year? 

The members of this committee, and especially the members who 
come from New England and Pennsylvania and New York State, 
know that the farmers of those States buy almost their entire require- 
ments of commercial feeds* in other words, they grow none on their 
farms excepting some roughage. The result of this questionnaire is: 

We received 1 or 2 more than 200 returns, and it snowed that 202 
were handling molasses and molasses feeds. The total number of 
tons of molasses feeds that were handled by these 200 men was 
14,839 tons. The total number of gallons of molasses in its raw 
state as sold by these men was 358,300 gallons. 

The membership of the Eastern Federation is scattered over the 
six New England States and New Jersey, New York, and Pennsyl- 
vania, and there are more than 6,000 dealers in these nine States. 

On the basis of the ratio of 2 to 1 obtained by the questionnaire, 
4,000 of the 6,000 dealers are handling molasses and molasses feeds. 
Therefore if 200 dealers sold 14,839 tons of molasses feeds and 358,300 
gallons of molasses, it is fair to assume that the 4,000 have sold twenty 
times these amounts, or 296,780 tons and 7,166,000 gallons of molasses. 

The manufacturers of molasses feed tell me that uie average amount 
of molasses used in molasses feeds is 30 per cent of the weight, or 50 
gallons per ton of feed. Following out the calculation on that basis 
296,780 tons require 14,839,000 gallons of molasses, or a total num- 
ber in molasses in feed and in liquid molasses of approximately 
22,000,000 gallons. 

Importers of blackstrap molasses submit figures which show that 
the average of blackstrap contains 54 or 55 per cent of total sugars. 
Under the proposed schedule, the average blackstrap would pay li 
cents per gallon duty, which applied to tne 22,000,000 gallons would 
amount to a trifle over $330,000: This amount •seems small, as 
figures go these days, but it is to be placed on those who are enga^ 
in an industry who are unable to stand this. I speak of the dairy 
farmer. 

If other conditions of the dairv farmer of my section were in his favor, 
perhaps he would not feel this three hundred and thirty thousand and 
odd dollars. But to-day he is forced to pay $90 to $150 apiece for the 
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ordinary grade cow. This cow is forced to the limit of milk production, 
and she is all through in about three to five years. Then here is what 
happens : A good customer of mine about three weeks ago had two cows 
that were not with calf , and their milk production had fallen below the 
amoimt that would bring him any profit, and he put them in a car 
and shipped them to the Jersey City market along with some stock 
of some other farmers. They sold for the enormous simi of 1 J cents 
per pound, Jersey City. Out of that he had to j)ay freight and 
conmiission, and when he returned home, after payii^ $5 car fare, 
with no other expense, he had just exactly $14 for his two cows. 
Three years ago he could have received for those two cows in the 
same market perhaps not less than $60 or $75 each. 

So when it comes to the selling of his stock, ufter he is all through 
with it, he gets nothing for it. 

In the little village where I live there are two creameries receiving 
10,000 or 12,000 quarts of milk daily to be shipped to New York. 
Just before I left home, I learned that one of these would pay $2.30 
per 100 pounds for 3 per cent milk for November. Allowing the 
average to be 3.8 per cent butter fat, the dairyman receives $2.62 
per hundredweight, or 5.58 cents per quart. Deduct from that 
amount what he has to pay for the conamercial feeds, and he will 
have approximately 3f cents per quart, out of which he has to pay 
the hired man, if he is fortunate enough to find one, taxes, interest, 
and other incidental expenses. 

Some Member over in the House of Representatives made the state- 
ment that the demand for the reduction has not come from the con- 
sumer. I frequently call on the feed and grain stores all over the sec- 
tion of the territory which I represent, and talk with their customers 
as they come and go. I have in at least 100 instances brought up the 
question of duty on blackstrap molasses, and I find that they are 
unalterably opposed to it, and have used the same argument that I 
have used, that they can not afford to pay any more than they are 
paying at the present time. 

One month ago the dairymen of this very section were represented 
before this committee by Mr. Holman, the secretary of a large asso- 
ciation of milk producers; by Mr. Putnam, of New Hampshire; Mr. 
Ness, of Maine; Mr. Leech, of Vermont; and Messrs. Bronson and 
Cambeen, of Massachusetts, asking for an upward revision of the 
tariff as to milk and milk nroducts. 

I respectfully submit tnat, in my opinion, it would seem to be 
inconsistent if Congress, with its strong right arm, hands out to those 
dairymen protection for milk and milk products and, with the other, 
takes away by imposing a duty on the very essentials of milk pro- 
duction that they are forced to buy. 

These 6,000 retail feed merchants are the men who rub elbows with 
the dairymen every business day in the year and know some of his 

Eroblems. They visit the farms; they see the cows milked, and they 
now at least some of the problems, and they help to carry some of 
the financial burdens. 

I made that statement not very long ago to a small bunch of men, 
and some joker in the crowd said: 

At the end of the month, you take his milk check and apply it to the feed bill and 
take a note for the balance. 
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I am a frank believer in the protection of Ajnerican industry, but 
in this instance the industry is so small in comparison with the three 
that are already suffering — namely, the dairyman, the stock feeder, 
and the feed manufacturer — that I am prone to ask for their benefit 
that blackstrap molasses be permitted to enter this country free of 
duty. 

STATEMENT OF J. B. EDGAB, BEPBESENTmO EDaAB-MOROAN 
CO., XEHFHIB, TENN. 

Mr. Edgar. I appear representing the feed manufacturers of Mem- 
phis. I want to indorse Mr. Chapman's remarks and his brief, which 
1 think will cover the case fully in a general way. 

Memphis is a very important point in the manufacture of mixed 
feeds. There are 12 mills there representing an investment of 
$12,000,000, employing more than 1,000 men, and with a capacity 
of some 3,500 tons of feed daily. That industry is on its back to-day, 
as are all industries connected with agriculture, and it is my firm 
belief that anything added to the cost of our basic raw material- 
blackstrap molasses — ^will mean bankruptcy for a large number of 
concerns in that business. 

I am not going to take your time with explanations, but I will ask 
the privilege of making a statement in writing. 

The CHiORMAN. You may file it. 

(The brief is as follows:) 

The manufacturing of mixed feeds is one of the lai^^t industries of Memphis. 
There are 12 feed mills located in Memphis, with a total daily capacity of more thin 
3,500 tons. These mills represent an investment of more than $6,000,000, and employ 
at least 1,000 people in various capacities. 

The feed business at Memphis nas grown rapidly since the introduction of black- 
strap molasses as a feed material. Because of its palatabilit>r and effect on the diges- 
tive system, blackstrap molasses is a necessary ingredient in mixed feeds for most 
purposes. It is the basic raw material of the industry. There is no other feeding 
stun wliich can economically take its place in modem scientific feeding schedules. 
The large feed-manufacturing industry is thus dependent upon the availability of 
an adequate supply of blackstrap molasses at a reasonable price. By the use of 
blackstrap molasses our cotton growers and live-stock producers effect an enormous 
saving annually in their feeding cost. 

The feed manufacturer of Memphis is bareljr existing during the present busineai 
depression. In my judgment, the mixed-feed industry will be practically destroyed 
if the prohibitive tariff on blackstrap provided under the Foroney bill is added to 
our present difficulties. 

The feed manufacturers of Memphis ask that blackstrap molasses be placed upon 
the free list in order that the feed industr>r and the live-stock feeders of this country 
may be protected on their basic raw material, an otherwise useless by-product, about 
8 per cent of the quantity used being prodxiced in this country. The American pro- 
ducer of blackstrap, who supplies such a small pejrcentage of the total consumptioa, is 
already protected by the hign cost of transportation in Cuba, the ocean freignt, and 
handhng charges, which amount to several times the value of blackstrap in Cuba. 

The mixed-feed industry has developed under a tariff of approximately one-fourth 
cent per gallon. If that duty is retained in the present tariff bill it should be made 
a specific duty, as buyers of blackstrap can not afford to import it if the duty is bisod 
on a sliding scale which will ficiire from 1 cent to 3 cents per gallon, depending on 
Hupar content, as provided imaer the Fordney bill. Bladcstrap is not oought by 
foo(l(»r8 or manufacturers on the basis of sugar content. Blackstrap should, therefore, 
be defined, so as to admit at a flat rate afl blackstrap molasses from which it is not 
profitable to make a further extraction of sugar. I approve of the amendment to 



facts in this case. 



paragraph 503, su^ested by Mr. Chapman, representiijg the American Feed Blanu- 
facturers* Association, and I heartily indorse hia brief as me logical presentation of the 
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BBIEF OF GBAY SILVEB, WASHINGTON, D. C, BEPBESENTINO 
THE AMEBICAN FABH BXTBEATT FEDEBATION. 

8U11MART. 

Summarizing the arguments set forth herein, namely — 

That the alcohol manufactiu^ers are using a smaller and the feeders a much larger 
proportion of the supply of blackstrap; 

That less than 10 per cent of the reauisite supply is produced in the continental 
United States and only 25 per cent in tne Unitea States and its i^and Territories; 

That the ordinary market price at seaboard points represents only about 20 per cent 
of the price which the farmer-feeder must pay m order to get the blackstrap laid down 
at his feed yard; 

That the feeders in 47 States of the Union are, or may be, interested in buying this 
feed, whereas only the people of one State could be benefited by a high tariff; 

That the alcohol manufoctiurers will not approve the idea of using com instead of 
blackstrap in their seaboard plants because of the heavy expense of transporting com 
to the seaboard; and 

That molasses does not displace com and other feeds erown throughout the country, 
but rather supplements them and makes them more vs^uable — 

We are convinced that the country requires even less tariff duty on blackstrap thsm 
is contemplated in the Fordney bill. 

Wo would make the scale less steep on the lower grades of molasses — up to, say, 60** 
sugar content^while on the higher grades comprising the molasses ana sirup made 
by a distinct industrial group, intended for table use rather than recognized as a by- 
proiiuct, we would raise the duty to somewhat higher levels. 

A DISCUSSION OF THE TARIFF. 

The tariff act of 1909 fixed a duty of 20 per cent ad valorem on molasses testing 
not above 40° polariscope test, with a specinc duty of 3 cents per gallon on molasses 
testing above 40® and not above 56**, while on molasses testing above 66° the rate 
was 6 cents per gallon. 

Under the 1913 act the duty was decreased one-fourth, making it 15 per cent ad 
valorem on grades testing not above 40°; 2} cents per gallon on grades rangii^ from 
40 to 56°; and 4i cents per gallon on grades testing above 56°. 

This polaric test is not satisfactory for molasses because it is not a true index of 
the sugar content. As a consequence, most of the molasses imported has been in 
the lowest of the three grades. As the greatest part of the impoits came from Cuba, 
which coimtry receives preferential treatment to the extent of 20 per cent reduction 
of the regular duty, practically all of the molasses imported since 1913 has paid a rate 
of 12 per cent ad valorem (see table). The value in Cuba of molasses imported to 
the United States imder the tariff act of 1913 has averaged about 5 cents per gallon. 
At an ad valorem rate of 12 per cent this is equivalent to a specific duty of six-tenths 
of 1 cent per gallon. In 1914 and in 1920, however, the Cuban price was approx- 
imately 3 cents per gallon, hence the duty at 12 per cent ad valorem amounted to 
slightly more than one-third of 1 cent a gallon. 

Under the ememncy tariff the duty on Cuban molasses rests at 19.2 per cent ad 
valorem, making the duty 0.58 cent per gallon on 3-cent molasses. 

THB FORDNEY BILL. 

The Fordney bill undertakes to change the method of testing molasses, basing the 
duty upon the percentage of sugar content. Paragraph 503 of the proposed law pro- 
videa tnat molaiases and sirups testing not above 48 per cent total sugars shall pay 
0.25 cent per gallon, while grades testing above 48 per cent total sugars shall be 
assessed 0.275 cent aaditional for each per cent of total sugars over and above 48. 

To the Treasury ofilcials, of course, is left the option of determining the method of 
making the sugar test. To ascertain the total sugar content, however, it is necessary 
to use the Clei^t method. Thirty-three tests of blackstrap molasses, made by Penick 
& Ford, of New Orleans, show an average sugar content of 65 per cent. 

According to other good authorities, tne sugar content of all grades of molasses will 
range from 50 per cent to 75 per cent. Taking 55 per cent, or deg-ees, as the test of 
average blackstrap molasses, the duty under paragraph 503 of the Fordney bill would 
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be 2.17 per gallon ^ from couutrieB other than Cuba and 20 per cent lees, or 1.7 centa 
per gallon, Som Cuba. 

By this same schedule a high-mde molasses, testing 71° sugar, such as the cane- 
juice sirup produced in the Southern States, and from which no sugar has been ex- 
tracted, would carry a duty of 6.57 cents per gallon generally, or 5.26 cents per gallon 
if from Cuba. 

IMPORTS OF BLACKSTRAP. 

Referring to the tables of imports, it will be seen that over 90 per cent of the total 
amounts coming in are Cuban Dlackstrap. General imports have increased rapidly, 
advancing from 31,000,000 gallons in 1910 to 154,000,000 gallons in 1920, Cuban 
products always constituting close to 100 per cent of the importation. This shows, 
among other things: 

1. That the demand for molasses has increased very rapidly. 

2. That Cuba is able to supply all normal requirements. 

USES OP MOLASSES. 

Molasses is put to numerous uses. The higher grades are commonly used on the 
table. A considerable quantity also is consimied in bakeries. The two main channels 
of demand, however, lead to mills manufacturing stock feed or to stock feeders, and 
to distilleries. There are no definite figures showing the division between these 
two major uses. Penick & Ford, of New Orleans, say that in normal times practically 
90 per cent of the blackstrap is reauired for stock-feeding purposes. The American 
Cane Growers' Association claims tnat two-thirds of the supplies from Cuba, amount- 
ing to about one-half of the total stocks of blackstrap, is used by the distillers. It 
has been estimated bv the American Feed Manufactures' Association that 35 per cent 
of the blackstrap molasses imported is used for stock-feed mixtures. As most of the 
domestic supply is used as feed, the 30 per cent of the imported supply said to be 
used as feea, plus the local production, would amount to practically one-half of the 
total available. Thus it appears that the cane growers and the feed manufacturers are 
at agreement in theirestimates. 

The Federal Trade Commission, in a bulletin issued on March 29, 1921, " Report 
of the Federal Trade Commission on Commercial Feeds," says on page 60: 

" It is not practicable to give a satisfactory estimate of the proportion (of blackstraps 
used as feed. It may be stated that the two main uses of this commodity are for the 
production of alcohol and for feeding purposes. The division of the supply between 
these two uses differs greatly at different times, depending on various factors, such 
as the relative price of molasses and other raw materials for alcohol manu^ture 
(particularly com) the demand for alcohol, and the demand for sweet feede. The 
control of the supply of blackstrap is practically in the hands of the producers of 
alcohol." 

Referring to the above statement that the control of the (imported) supply of black- 
strap is practically in the hands of the producers of alcohol, the Federal Trade Com- 
mission report explains, on page 167, that since 1919 the United States Food Products 
Corporation has initiated and developed a strong hold upon the business of importine 
Cuban blackstrap, indicating that more and more of this product will go into food 
and feeds. 

It is stated imofficially that the Federal Trade Commission considers the present 
distribution of blackstrap between the two main consimiing industries to be 60 per 
cent to the feeders and 40 per cent to the distillers. 

The question of the use of blackstrap can be settled with reasonable definitenese 
by constructing a table to show the approximate total aimual supply and the amount 
consimied yeariy in the production of distilled spirits. While absolutely accurate 
conclusions can not be cirawn from these slightly unsatisfactory figures, the trend 
can at least be depended upon. 

The aforesaid table showing the supply of low-grade molasses and the amounts 
used by the distillers makes very clear that as short a time ago as 1913-1915 the dis- 
tillers were using most of the blackritrap imported to the United States feeders were 
getting only 8 per cent to 20 per cent, or thereabouts, of a small supply, while in 1920 
there were left for feeders or other users^ after the distillers had tneir requirements 
46 per cent of a very lai^ge supply. While the amounts of molasses used by the dis- 

» The duty is 0.25 oont per gallon if tost is not over 48* sugar. For each degree above 4S* It is 0^5 ctn t 
additional. A sample testing 65 pays 0.25 cent plus 0.275 cent times 7 equals 1.92 cents, gl\ing a total of 
2.17 cents. 
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tillers have increased rapidly, the amounts used hy feeders have doubled and trebled 
fiieveral times. 

This table is of further interest to show the proportion of the total molasses supply 
produced at home and imported. About 40 per cent to 70 per cent comes from Cuba. 
8 per cent was produced in Louisiana in 1920 (including first, second, and third 
centrifugals), and 16 per cent to 20 per cent, as a rule, comes &om Porto Rico and 
Hawaii. 

MOLASSES AS A FEED. 

Cane blackstrap molasses was considered a waste product until a few years ago. 
Its first use by feeders of stock was as a condiment, to render other feeding materials 
more palatable. Following its successful use by Louisiana sugar planters as a feed 
for work mules, however, its popularity spread rapidlv. It is not a complete food, 
being almost a pure carbohyarate, but it is one of the important ingreoients of a 
balanced ration. 

Molasses is palatable, easily digestible, and generally plentiful and low in price. 
Many patent mixed feeds now in the market contain 10 per cent to 40 per cent of 
molasses. It may be mixed with alfalfa, cottonseed or linseed meal, cracked com, 
crimped oats, and numerous mill feeds. T^arge numbers of farmers and stock feeders 
prefer to buy the molasses and do their own mixing. A method followed profitably 
by many feeders is to sprinkle molasses over hay, cornstalks, or other rough feed 
which probably could not be utilized as feed without making it appetizing and more 
easily oigestibie. 

Since molasses is becoming a competitor of other feeds, the tariff problem assumes 
greater importance than ever before. Its feeding value, pound for pound, is said to 
equal that of com. As a gallon of molasses weighs 12 pounds, only 4} gallons are 
required to equal a bushel of com. At 5 cents per gallon com would have to be as 
low as 23 cents per bushel to displace molasses. The price of molasses frequently 
has been much less than 5 cents at the source of production, but during the war it 
was much higher. The American Cane Growers' Association claims that the farmer 
ought to have 6 cents for his molasses. This would put molasses as a feed material 
on a parity with 28-cent com. 

The big T)roblem is to determine how far imported molasses competes with com 
and other aomestic feeds and how far it is a supplementary feed. Molasses is not a 
complete feed in itself, as is com. Its virtue lies largely in its ability to improve 
other kinds of feed. Ilays and fodders are worth much more when sprinkled gen- 
erously with molas-<\'< than when fed alone; cracked com and molasses mixed make 
a better feed than corn alone, while molasses is never fed alone, except that it is said 
sugar-plantation mules learn to drink it and really prefer it in that way to any other. 

It seems idle, th<'refore, to speak of molasses feed proving injurious to the corn 
growers and fec'dcr:^. Rather is it becoming more and more a necessity to all feeders. 

MOLASSES AND INDUSTRIAL ALCOHOL. 

There is one situation outside of the feed province in which molasses competes to 
the apparent discard of com, namely, the production of industrial alcohol. In the 
discussion of the uses of molasses above it is shown that a very laijge proportion of the 
total supply of blackstrap has gone to the distilleries. Of course, it is understood that 
most of the alcohol now proauced is put through a further process of manufacture 
called denaturation^ and that the denatured alcohol is in great demand in the in- 
dustries. Statistics on production and consumption of alcohol show a marked decline 
since the cessation of use for war and beverage purposis, but industrially it is of marked 
importance. There is a strong possibility of its coming into general use as a fuel to 
replace gasoline. In such an event every owner of an automobile will be a booster 
for Cuban molasses. 

Reference to the tables on alcohol will reveal a decline in production (because two 
important uses were cut off), the 1920 output of distilled spirits being only 82,331,687 
gallons, whereas in 1917 the product was 286,085,463 gallons. This is not a surprising 
revelation, but it is surprising to note that in 1920 more molasses was used to produce 
82,000,000 gallons of distillea spirits than was used in 1917 to produce 286,000,000 
gallons. On the otlier hand, over 40,000,000 bushels of grain were consumed in dis- 
tilleries in 1917. whereas in 1920- only 2,500,000 bushels were so utilized. In other 
words, molasses became almost the only raw material used in the production of alcohol. 

This situation was partly due to expediency, molasses being very readily con- 
vertible into alcohol and usually being low in price; also was more or less due to the 
appeals of the Government not to use grains for distillation purposes during the war 
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period. In 1921 there was a slight reaction in favor of grain, about 6,000,000 bushels 
being consumed by distillers. Possibly in normal times it will be found that inland 
distilleries located in the com belt will prefer com in order to avoid payine freigjit 
on molasses from the seaboard, whereas seaboard distilleries will desire moiasBee to 
avoid bringing com from the interior. However this may be, it remains true that 
molasses is the principal material used in the production of industrial alcohol, and 
that industrial alcohol is a necessary commodity. 

The question now resolves itself into one of policy toward indufltrial alcohol: (1) 
Shall the United States prohibit or tax heavily the importation of molaaBee for dis- 
tillation purposes; or (2) shall the duty be fixed just IviRh enough to put molaases on a 
parity with com in cost to the distiller; or (3) shall the duty be left low enough to 
encourage the most economical and efficient production of industrial alcohol; or (4^ 
shall the duty be fixed at apoint to permit profitable use of Cuban molaflsee by Uie 
distillers and still afford sufficient protection to growers of su^ cane and feeders of 
. stock in the United States? Discussion of these four phases of the subject follows in 
the order named. 

1. Relative to a high tariff, — ^If the Government puts a prohibitive duty upon mo- 
lasses, the distillers will be forced to use other materials. A policy such as this has 
been advocated by certain interests. 1 1 is said that a duty of 10 cents per gallon would 
keep molasses out and would cause distillers to use about 125,000 bushels of com per 
day, thus helping the American farmer to market his com. The advocates of tliis plan 
admit the importance of molasses as a feed, but they claim that the local production is 
sufficient for feeding purposes. They would put a duty of 40 cents per gallon on in- 
dustrial alcohol to prevent the transfer of the industry to Cuba. 

Such argument can not be maintained. Statistical Tables XII-A and XII-B, nam- 
ing the materials and amounts of same from which alcohol is made reveal the fact that 
grain has almost sone out of use by distilleries and that practically all of the alcohol 
produced comes from molasses. If importation were prohibited, therefore, undoubt- 
edly the distillers would become the strongest bidders for the molasses produced 
domestically, thereby taking the entire supply away from the feeders. The annual 
production of alcohol has decreased to such an extent, moreover, that only about 
17,000,000 to 18.000,000 bushels of com, approximately one-half of 1 per cent of the 
1920 crop, woula have been required by the distillers in each of the past two years if no 
other raw material had been used. 

The demands for molasses for feeding purposes, on the other hand, could not ha\'e 
been met by domestic production, even though the entire supply had been put to this 
use. In 1920 the available supply (see Table II) of low-graae molasses was more than 
209,000,000 gallons, little more than half of which was used by the distillers. Of ap- 
proximately 95,000,000 gallons used for foods and feeds, only 17,000,000 gallons wwe 
produced in the United States, about 33,000,000 gallons were brought in m>m Hawaii 
and Porto Rico, leaving the feed manufactures, stock feeders, and sirup mixers to de- 
pend upon Cuban blackstrap to the extent of 45,000,000 gallons. If the duty on 
Cubsm molasses had been 10 cents per gallon, undoubtedly none would have been 
imported, the distillers would have taken all of the local supply, and the feeders would 
not have received a gallon unless by paying an exorbitant price for it. 

It is plain, therefore, that a prohibitive duty, or even a high duty, on molasses would 
injure the American farmers, producers of industrial alcohol, and consumers generally. 

2. ReUUive to placing molasses on a parity with com in cost to the distiller, — It is stated 
by good authorities that one bushel ot com will produce about 4.7 gallons of alcohol ( 1 ) 
and that a gallon of molasses will produce 0.6 to 0.85 gallon of alcohol. (2) Thus, 
approximately, 6^^ gallons of molasses are required to equal 1 bushel of com for dis- 
tillation purposes. To place molasses on a parity with com, therefore, as r^ards cost 
to the distiller, would require a duty sufficiently high to make 6i gallons of molasses 
cost as much as a bushel of com. 

The price of a bushel of com is not stable; neither is the price of a gallon of molasses. 
Each fluctuates from day to day, depending larcely upon supply and demand. A 
poor com year in the United States may be a gooa molasses year in Cuba, resulting in 
unusually high prices for com and low prices for molasses. If com were 60 cents per 
bushel in the United States and molasses 2 cents per gallon in Cuba, the 6} gallons 
equivalent to the bushel of com would cost only 13 cents plus a small freight charge, 
consequently the desired parity could be established only by levying a duty of ap- 
proximately 8 cents a gallon upon the molasses. On the other hand, if com were 40 
cents and molasses 3 cents, the proper duty would be in the neighborhood of 3 cents 
a gallon. 

Fixing a duty upon molasses which would meet all such contingencies might be a 
suitable task for t theorist, but farmers, economists, and customs officiab could not 
afford to be bothered with it. An import duty, in order to be administered, must be 
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stable. As it is certain that equality in cost between United States com and Cuban 
molasses could only be established by means of an import duty which would fluctuate 
with every price variation of either com or molasses, the idea is not practiod. Only 
under fixed prices — Government price control — could such a relation be maintained 

3. Relative to encouraging the most economical production of industrial alcohol. — 
There is no doubt but that industrial alcohol is a necessity. Demand for this product 
subsided very materially following the signing of the armistice, however, and peace 
requirements must increase manyfold before the maximum possibilities of production 
will be required. Reports issued by the Commissioner of Internal Revenue show 
that in 1918 the manufacturers used 68,803,050 gallons of specially denatured alcohol, 
while in 1920 a lai^^er number of users consumed only 22,260,649 gallons. (Table XV. ) 
Production of distilled spirits amounted to 286,085,463 gallons m 1917, while in 1920 
the total i^-as only 82,331 , 687 gallons. (Table XI . ) The amount of alcohol subjected 
to the denaturation process has declined steadily from nearly 94,000,000 gallons in 
1917 to 45,640,948 gallons in 1920 and to 38,812,138 gallons in the year ended June 
30,1921. (Table XJII.) 

The marked decline in the use of industrial alcohol does not indicate an economic 
need of greater efliciency of production but rather it indicates an abandonment of 
war-time uses as well as an objection to the high prices of 1920. In July, 1919, nearly 
a year after the need of alcohol for war purposes was past, the price was down to 42 
cents per gallon (Table XIV), having receded from the high level of |1 per gallon in 
July, 1917. In July, 1920, however, apparently without good cause, the price was 
$1.11 per gallon. It is said that the peak of blackstrap prices was reached in the 
summer of 1920, the feeders being required to pay 25 cents per gallon because of 
scarcity due to the loss at sea of two molasses tank ships and to transportation diffi- 
culties in Cuba. The chances aroy however, that not many distillers paid this high 
price for blackstrap. 

The extreme American price was not materiallv reflected in Cuba, and the Federal 
Trade Commission states that the importation of Cuban molasses has generally been 
controlled by the alcohol manufacturers. Mere delay in receiving supplies would 
not mean increased prices to those in control. The Federal Trade Commission bears 
out this view in showing on page 127 of its report on commercial feeds that the con- 
tract price of molasses during the first four months of 1920 was a great deal lower than 
during the corresponding months of 1919. For the year 1918 the average price per 
gallon was 20.28 cents; during the first four months of 1919 it was 16.71 cents; through- 
out the remaining eight months of 1919 it was down to 8.03 cents, while during the first 
six months of 1920 it was 10.20 cents. 

It is true that the annual consumption of molasses for alcohol production has scarcely 
declined since the war, the millions of gallons used in 1917 being 112, in 1918 increasing 
to 118, in 1919 going to 123, and in 1920 receding only to 113. 

This maintenance of the use of molasses at the maximum while alcohol production 
decreased over 70 per cent may be attributed to the fact that molasses displaced prac- 
tical ly all other raw materials used by distillers. (See Table XII-B . ) The ease with 
which molasses can be converted into alcohol assures it first consideration unless other 
materials can be purchased at comparatively lower prices. 

In 1913 the distillers produced six times as much spirituous liquor from grain as 
thejj did from molasses, whereas in 1920 the production from molasses was nearly 
12 times as great as it was from grain. (See Table XII-B.) If the price of molasses 
in 1920 had been 25 cents per gallon to the distillers, it would have been relatively 
cheaper for them to use com,* yet Table XII-A shows that they used very little grain. 
The fact that the price of molasses in July, 1921, was about 2} cents per gallon and of 
alcohol 32 cents a gallon shows that a spread of 29J cents per gallon covered the addi- 
tional expenses of production and an adequate maigin of profit. Now if molasses 
cost several times as much in 1920 as in 1921, there is no reaslon for multiplying labor 
cost and profit by the same factor in order to determine the sale price. Tnis ought to 
be an exercise in addition rather than in multiplication. 

It has been claimed that a heavy export demand for alcohol caused the high in- 
dustrial alcohol prices in 1920. Official records of exports, however, do not indicate 
a depletion of local stocks. In 1919 about 101^000,000 gallons of alcohol were pro- 
duced, of which 12,000,000 gallons went to exporters and 60,000,000 gallons were 
denatured. This left about 29,000,000 gallons for other uses. In 1920 the production 
was unchanged-^27,000,000 gallons were exported and 45,000,000 gallons were sub- 
jected to the denaturation process. Thus again about 29,000,000 gallons remained 
for utilisation otherwise. 

By reference to the tables on production (XIII) and use (XV), of specially de- 
natured alcohol it is seen that in 1919 about 44,000,000 gallons (28,294,219 wine gallons) 



1 See price table on pp. 106 and 127, report of Federal Trade Commission on commercial feeds. 
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of specially denatured alcohol were produced and 47,000,000 gallons were consumed. 
In 1920, on the other hand, production exceeded consumption in the ratio of about 25 
to 22. There does not seem, therefore, to have been a real shortage of alcohol. 

Since the price of industrial alcohol in 1920 apparently was unjustifiably h^h, there 
seems to be no compelling reason to believe tnat a lower duty would bring more 
efficient production. Psydiological considerations still would anect prices. 

The day probably is coming, nevertheless, when alcohol will be required as motor 
fuel. 

It is reported that Cuba is producing this kind of fuel for her own automobiles at 
half the cost of gasoline, and tnat she is developing an export trade to South Ammca. 
When the day draws near for the extensive use of such fuel in tiie United States there 
mav be occasion for the adoption of special legislation to encourage importation of 
molassee, but such considerations concern the futiure. In the meantime the duty 
should not be placed so high as to destroy the Cuban market or to weaken the industrial 
alcohol industry in the United States. 

4. lielative to a duty which will be fair to Cuban and American producers and to all 
classes of American consumers. — From 1913 to 1920 the duty asseseed on molaaees by 
the United States certainly has been fair enough to Cuba, l^ecause annual receipts of 
Cuban blackstrap have increased approximatelv 500 per cent, molasses has almost 
completely displaced other materials-in the production of alcohol and the sweet feed 
industry has grown to immense proportions. The reduction of general imports from 
154,000,000 gallons during the fiscal year ended June 30, 1920, to 113,000,000 gallons 
for the year ended June 30, 1921, was not due to the emergency tariff law (which did 
not become effective until May 28, 1921, and which made oidy a very slight increase 
in the molasses duty), but to a marked decline in alcohol production 1 

As regards the American producer of blackstrap it is generally admitted that hi a 
product is superior to the imported supply, consequently more of it goes to the bakers, 
sirup and feed mixers than to the distillers, who get millions of gallons from Cuba at 
very low prices. 

As local production is comparatively small, the price is fixed by the great mass of 
the imported product, conseouently American sugar mills receive an average of about 
3 to 4 cents per gallon for molasses in normal times. 

One acre of land vdll produce approximately 15 tons of cane yielding 67i gallons of 
molasses, hence at 4 cents per gallon the farmer is allowed for molasses 12.70 per acre 
of sugar cane harvested. 

It appears, therefore, that the blackstrap producer might well be granted sufficient 
protection so that he might add 1 or 2 cents per gallon to the price of his product. 
Adding 2 cents per gallon would nat him increased receipts of $3.33 per ton, or |1.35 
per acre of cane cultivated. 

Let us see, on the other hand, how an increase of 2 cents per gallon would affect 
the feed mixer and the farmer of the com belt. Two cents per gallon on molassee 
means one-sixth of 1 cent per pound. Molasses is said to equal com, poimd for pound, 
in feeding value. Therefore 56 pounds of molasses, equahng a bushel of com, would 
be increased in price 9 J cents. If the eom-belt farmer could purchase molasses at 
5 cents per gallon, he would be paying a price comparable with 23 cents per bushel 
for com; addition of the 9J cents to cover the tariff duty of 2 cents per gallon would 
make feed cost 32J cents per bushel. A difficulty now arising is that the farmer has 
to pay about 100 per cent extra to cover freight rates and the expense of distributing 
molasses in small lots, usually in barrels. 

COMPARATIVE PRICES, CORN VERSUS MOLASSES. 

Table III shows comparative prices of com and blackstrap. Theee are average 
prices as quoted in official publications. The contract prices of blackstrap here used 
are considerably lower than the open-market prices during the year 1920; but as most 
of the blackstrap is said to be purchased under contract, probably the contract price 
is fairly representative. 

In order to make possible a comparison of the prices of com and molasses, the table 
shows in column 1 the price of com, in column 2 the price of molasses at the seaboard, 
in column 3 the price of molasses with 3 cents added to cover freight from New Orleans 
to St. Louis or from New York to Cleveland, in column 4 the price of 66 pounds of 
molasses (the equivalent of a budiel of corn) plus 10 cents to cover thepropoeed duty, 
and in column 5 a price including an additional 6 cents per gallon (or 28 cents per 
bushel of com equivalent) when purchased by the farmer in email lots, probably in 
barrels. 

Study of this table arouses opposition to the proposal to add 2 cents to the duty on 
molasses. Column 5, representing the price to be paid by the farmer of the Middle 
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West, shows until 1917 a molasses price in excess of the price of corn. Probably the 
reason no fuss wan made about it was that no data such as this table reveals have been 
published. Middle West farmers in these days were not using mu(h mola^ecs, hence 
they had no reason to consider the extra charge of 8 cents per pallon, 2 ( ents to cover 
import duty and 6 cents to cover barreling of the molasres ?u( h price quotations 
as they saw or heard generally were for molafses in tank-car lots at factory or at sea- 
board points. 

Even when bolstered up with these extra charges due to tariff, freight, and barrel 
shipments in small quantities^ the price of molasses during the war period was below 
the price of com. It was dunng the period of high prices incident to the war, more- 
over, that molasses feeds gained so great prominence. 

Com and molasses both are low in price at th6 present ^\riting (December. 1921), 
but the composite table under review shows the blackstrap when made available for 
the farmer to be higher priced than com. The 10 cents per bushel equivalent, pro- 
posed to be added as a tariff duty, appears to be the *' straw which breaks the camel's 
back.** 

AN EvlXHTABLB TA'BIPF DUTY. 

It was pointed out early in this paper that the present emergency tariff rate on 
Cuban blackstrap is about 0.68 cent per gallon. Reference once more to Table I 
shows that the rate proposed in the Fordney bill on Cuban blackstrap of the average 
total sugar content test (55°) is 1.74 cents per gallon, or an increase of 1.16 cents per 
gallon. 

The study of the composite price table., comparing prices of com and molao^es, 
indicated that an additional duty of 2 cents per gallon would prove a heavy burden 
upon the farmers far removed from the seaboard. The same line of argument tends 
to prove that the tariff duty increase contemplated under the Fordney bill, namely, 
1.16 cents per gallon, is too high. 

Unless some method can be found to relieve the Vnited States farmer on his tre- 
mendous costs of production, no good can come from the act of adding the equivalent 
of 10 cents per bushel to the cost of a feed which he needs and can not produce. Well- 
nigh tragical it seems to contemplate a feed heralded the country over as being pur- 
chasable at 3 cents per gallon, out which, before being available at the fanners* 
feeding pens must be augmented in price by 3 cents (100 per cent) for freight rate, 
6 cents (200 per cent) for a container and the labor incident to putting it into Fame, 
and 2 cents (66 per cent) in the form of a tax. Although the Fordney bill proposes 
an increased duty of only 1.16 cents instead of 2 cents per gallon, the hji^othetical 
case previously used of a 2-cent additional duty is continued in this connection 
because certain interests are asking that the basic rate in the Fordney bill be increased 
by three- fourths of 1 cent per gallon, making the 48' molasses dutiable at 1 cent per 
gallon and increasing all higher grades in like proportion. 

Here is a table showing the duty per gallon on molasses testing 48** and up, as pro- 
vided in the proposed law: 

Table I. — Duly proposed by Fordney hill. 



Molasses testing not above— 



4S' 

4r 

61» 
52* 
53* 
54* 
65* 
66' 
57* 
5S* 

61* 



In gen- 
eral, 
cents per 
gallon. 



0.25 
.52 
.80 
1.07 
1.35 
1.62 
1.90 
2.17 
2.45 
2.72 
3.00 
3.27 
3.55 
3.82 



From I In gen- 

cems^r i Molasses testing not above- .^^^^ 

gallon. gallon. 



From 

Cuba, 

cents per 

gallon. 



0.20 62" 4.10 3.28 

.42 a3' 4.37 3.60 

.64 ' 64* 4.65 3.72 

.86 65 4.92 3.94 

1.08 66* I 5.20 I 4.16 

1.30 67* 5.47' 4.38 

1.52 68» 5.75 I 4.60 

1.74 69* 6.02 1 4.82 

1. 96 70* 0. 30 5. 04 

2.18 71* I 6.57 I 5.26 

2.40 72* O.Sol 5.48 

2.62 73« , 7.12, 5.70 

2.84 74' 7.40 I 5.92 

3.06 75« 7.67 I 6.14 
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Table II. — Supply of low-grade rnolasses and amounts used by distillers. 



Domestic products. 



Louisiana 
production, 
i Diackstrap 
' and first, 
second, and 
, third cen- 
trifugals.! 



Fiscal year: 

life I 

1909 1 

1910 1 28,304,983 

1911 35,062,526 

1912 14,302,189 

1913 24,046,320 

1914 1 17,177^443 

1915 14,122,584 

1916 25,225,664 

1917 28,867,068 

1918 28,234,768 

Calendar year: 

1919 13,365,231 

1920 1 17,050,693 



Received 

from Porto 

Rlco.« 



4,799,213 
8,369,363 
9,604,926 
8,868,860 
10,937,670 
11,160,572 
15,577,832 
18,004,811 
16, 279, 073 
18,751,212 
14,495,752 

15,554,493 
20,770,640 



Received 

from 
Hawaii.* 



23 
624 
100 
1,801,796 
1,734,318 
3,736,877 
4,110,404 
5,202,913 
8,399,014 
10,979,383 
14,671,477 

9,882,567 
12, 126, 132 



Imports. 



From Cuba.* 



49 
36 
14 
37 
65 
01 
78 
04 
70 
69 
81 

110,224,781 
148,062,608 



From other 
countries. 



109,273 

193,164 

606,990 

2,222,603 

1,521,185 

1,768,674 

626,151 

3,594,221 

3,724,062 

2,205,714 

4,624,907 

7,554,290 
11,571,746 



Total 
imports. 



16,852,622 
21,188,000 
30,996,701 
22, 22^,030 
26,9r2,270 
31,237,575 
50,798,129 
68,342,725 
86,225,132 
108,994,473 
130,680,068 

117,799,071 
160,634,444 



Fiscal year: 

1910 1,427,764 

1911 3,386,811 

1912 9,513,441 

1913 2,145,613 

1914 778,396 

1915 1,113,720 

1916 1 2,664,598 

1917 1,618,403 

1918 1 2,723,049 

Calendar year: 1 

1919 1 3,768,411 

1920 1 4,788,773 



Exports, 

Porto Rico 

and 

Hawaii. 
Shipments 
to toreijsn 
countries 
excluded 
(gallons).* 



Percentage of supply- 



Available 
supply. 



Im port- 
led from 
Cuba. 



66,906,693 
67^906,693 
53,946,427 
70,171,344 
87,663,808 
105,673,033 
136,128,883 
167, 592, 126 , 
188,082,085 I 

156,591,382 . 
209,581,809 | 



Re- I 
ceived i 

from 
Porto I 

Rico i 

and ; 
Hawaii. 



Pro- 
duced 
in Lou- 
isiana 



Molasses 

usedf!or 

production 

of distilled 

spirits 
(gallons). 



64,640,976 
64,?21,265 
123,301,496 
80,977,474 
112,497,633 
118,027,960 

123,408,693 
113,132,685 



Per 

cent of 
toUl 
supply 
used 
by dis- 
tillers. 



92 
74 
• 116 
50 
67 
63 



Per 

cent 
remain- 
ing for 

food 

and 
feeds. 



26 



79 I 



41 
33 
37 

21 
4« 



> Data from Yearbook of Louisiana Sugar Planters' Association. 

* Molasses and sirup combined. Data from Monthly Sununary of Foreign Commerce of the United 
States. 

> Molasses only. Data from Monthly Summary of Foreign Commerce of the United States. 
i Imports for consumption of molasses not above 40** (presumably all blackstrap). 

* Exports are so small after deducting the amounts shipped from the Hawaii and Porto Rico consular 
districts, and so little of the molasses exported from the United States proper is known to be blackstrap, 
that it is thought best to disregard this column; consequently these amounts are not deducted in arriving 
at available supplv. 

* It is probable tliat in this year the distillers purchased larger quantities of molasses than they used, 
carrying over a considerable quantity to the following season. It is noted that the following year's recorded 
consumption was very light, but that production of spirits from molasses was much larger than in 1915. 
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January.. 
April.... 

Jifiy 

October. 



January. 
Aprn.... 

Jifly 

October. 



January. 
AprU.... 

Jifly 

October. 



January.. 
April.... 

Jifiy 

October. 



January.. 
April.... 
July....: 
October. 



January.. 
AprU.... 

July 

October. 



January., 
AprU.... 

June 

July 

October. 



January.. 
April.... 

Jifiy 

October. 



Year and month. 



1914. 



1915. 



1916. 



1917. 



1918. 



1919. 



Com. 

mixed, 

cash No. 

3, Chicago, 

per 
bushel.^ 



1920. 



1921. 



10.62 
.67 
.71 
.73 



.71 
.76 
.79 
.62 



.75, 
.74 
.78 I 
.96 



1.47 

2.04 ; 

1.99 

1.60 ' 
1.53 
1.53 I 
1.25 I 



Molaasee, 
average 
net price I 
for con- I 
tract I 

blackstrap! 
in bulk j 
f. 0. b. ] 
storage i 
plants I 

New York. 

pergaUon.s 



CenU. 
8.04 
7.37 
7.82 
7.62 



I 



I 



L58 , 
1.58 
1.68 
1.58 I 



1.47 
1.69 
1.84 
1.54 , 

.88 



.65 
.55 



«.44 



7.13 
6.80 
6.93 
7.74 



10.91 
13.48 
12.30 
12.20 



16.80 
18.27 
17.57 
18.21 



23.75 
20.56 
19.97 
18.02 



15.37 
16.43 

7.78 
8.25 



8.36 
11.07 
ia38 



Plus 3 
obntsper 

gallon, 
average 

treight 
from sea- 
board to 
interior. 



Cena. 
11.04 
ia37 
10.82 
ia62 



2.50 



Price of 41 
gaUons (56 
pounds) of 
molasses, 
plus 10 
cents to 
cover duty 
at 2 cents 
pergaUon.s 



ia62 
.58 
.61 
.60 



10.13 , 
9.80 
9.93 

ia74 



13.91 
16.48 I 
15.30 
15.20 ' 



19.80 
21.27 
2a 67 
21.21 



26.75 
23.56 
22.97 
21.02 



18.37 
19.43 
ia78 
11.25 I 



11.36 I 

14.07 

13.38 



5.50 



.57 
.56 
.56 
.60 



.75 
.87 
.81 
.81 



1.02 
1.09 
1.06 
1.09 



1.35 
1.20 
1.17 
1.06 



.96 
1.01 
.60 
.63 



.76 
.72 



.36 



Plus 6 
cents per 
gallon (or 
28 cents 
per bashel 
of com 
equiva- 
lent) for 
molasses 
in barrels 
as required 
by (arm- 
ers. 



I 



10.90 
.86 
.89 



.85 

.84 
.84 



1.03 
1.15 
1.09 
1.09 



1.30 
1.37 
1.34 
1.37 



1.63 
1.48 
1.46 
1.36 



1.24 
1.29 



.91 



.91 
1.04 
1.00 



.64 



1 Quotations of War Industries Board and Federal Reserve Board. 

* Quotations from Federal Trade Commission Report on Commercial Feeds. 

* Columns 1 and 4 show the prices of equal weights of corn and blackstrap if a duty of 2 cents per gallon 
be imposed. 

4 Estimate. 
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Table IV. — Molasses ^ sirup, and sorghum prodtiction in the United States. 



Year. 



Louisiana I Molasses, 
cane | other than 
blackstrap. ' blackstrap. 



OaUofu. 

1910 

1911 

1912 7,756,054 

1913 15,723,403 

1914 11,190,908 

1915 7,016,338 

1916 14,272,536 

1917 12,544,435 

1918 16,101,650 

1919 6,649,242 I 

1920 10,066,981 ', 

1921 ' 



\"S!LSSS?:"ya^''iBor^- 



Gi 




[ 




«26 


63 


2 


75 , 


«35 


25 


2 


75 ' 


6 


15 


2 


81 


8 


17 


4 


33 


5 


35 


2 


06 


7 


46 


2 


68 


10 


29 


4 


74 


16 


23 


6 


75 1 


12 


18 


11 


03 


6 


89 


2 


65 ' 


6 


12 


1 


20 1 



States.! 



GaU&ni, 



38,183,000 
43,507,000 



OcUoni. 



13,0^,000 
37,472.000 
33,387,000 
3o.409.000 
43,876,000 
« 43,864.000 



> Data from Louisiana Sugar Planters' Association. 

» Yearbook, Department of Agriculture. 

s Including blackstrap. 

< Estimate by Department of Agriculture. 



Table V. — Molasses, and sirup, refined, 
MOLAvSSES. 



Fiscal year. 



1910. 
1911. 
1912. 



General Domestic 
import. I exports. 



Oalloni. i 
31,292,165 
23,838,190 
28,828,213 

1913 i 33,926,521 

1914 51,410,271 

1915 : 70,839,623 

1916 1 85,716,673 

1917 i 110,237,888 ; 

1918 130,730,861 

1919 ' IX, 074, 717 

1920 154,670,200 

1921 113,413,681 



Drawback 

on spirits, 

account 

molasses 

content. , 



Production in 
Louisiana-^ 



Black- 
strap.! 



I Other than 
blackstrap.> 



QalUms. 

1,506,355 

3,386,811 

9,513,441 

2,145,613 

1,002,441 I 

1,148,741 

4, .387, 369 

2,889,991 I 

3,811,341 

6,123,765 

7,557,919 

5,348,202 I 



110,330 ; 

23,295 

14,335 

15,708 

7,533 

11,447 , 

6,270 ' 

2,084 

72,772 

55,907 

16,522 



Oallons. 



7,756,a54 
15,723,403 
11,190,908 

7,016,338 
14,272,535 
12,544,435 
16,101,650 

6,649,242 
10,066,981 



Gallon*. 



6 


6 


8 


7 


5 


5 


7 


6 


10 


9 


16 


3 


12 


8 


6 


9 


6 


2 



I 



Total. 



-Oallom. 

26,904,963 

35,062, 5K 

14,302,160 

24,046,320 

17,177,443 

14,122,584 

25,226,e64 

28,867,058 

28,234,768 

13,355,231 

17,050,583 



1 Sugar cane molasses only— excluding sirup and sorghum. 
! Data from Louisiana Sugar Planters' Association. 
> Data from Yearbook, Department of Agriculture. 

SIRUP, REFINED. 



Fiscal year. 



I silicon., "ports. 



Value 
imports 
(for con- 
sump- 
tion.) 



r 



Pound*. 

1910 1 333,369 

1911 i 252,129 

1912 1 325,201 

1913 374,065 

1914 326,377 

1915 208,722 

1916 227,593 

1917 116,534 

1918 ! 31,366 

1919 (calendar year) / 7^ 504 

|( 469^643 

1920 \ 4,600 

I 1,181,886 



Gallon*. 
13,457,307 
12,001,799 
19,146,986 
14,309,029 
11,630,528 
11,439,133 
10,031,603 
10,327,508 

7,689,938 

'i6,'73i,'846' 



6,594,835 



$14,652* 
12,847 
17,647 
19,093 
19,310 
13,105 
15,166 
9,603 
1,052 

3l!070 

40,916 

486 

39,700 



Duty col- 
lected. 



12,930 
2,609 
3,629 
3,818 
3,104 
1,965 
2,274 
1,440 
157 



4,660 



58 
5,955 



Value per< Equi^a- 
poundln; lent ad 
country ^^orem 
of origin. rate. 



10.044 
.051 
.064 
.061 
.069 
.063 
.067 
.062 
.034 



Percent. 
19.99 
20,00 
20,00 
20.00 
16.07 
15.00 
15.00 
14.99 
14.92 



Legal rata. 



Percent, 

20 

20 

20 

20 

15 

15 

15 

15 

15 

> Free. 

15 

«Free. 

15 and 20 

15 



1 From Virgin Islands. 



s From Cuba. 



Digitized by 



Google 



SUGAK, MOLASSES, AND MANUFACTURES OF. 

Table VI. — Molasses — Imports by countries (gallons). 
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Fiscal year. 




1010 


1911 


1912 


1013 


1014 


1915 


England 


67,246 

203,312 

1,486,426 

20,024,403 

501,905 

4,806 

100 

3,877 


11,505 

104,819 

1,560,697 

20,029,704 

2,035,123 

5,049 

43 

1,250 






30,092 

183,416 

1,530,690 

49,301,702 

360,000 




Canada 


324,903 

1,414,175 

25,724,611 

1,354,026 

7,666 

2,071 

671 


128,014 

1,488,090 

30,607,527 

1,610,000 


148,736 


British West Indies 


1,303,161 
67,130,864 
2,242,342 


Cuba. 


Santo Domingo 


Danish West Indies 


Turkey In Asia 


665 
1,325 


320 
1,051 




AUotfier 


5,520 




Total 


31,292,165 


23,838,190 


28,828,213 


33,026,521 


51,410,271 


70,830,623 







Fiscal year. 


Calendar year. 




1016 


1017 


1018 


1918 


1919 


1920 


England 


36,036 

60,433 

1,488,114 

81, 108, 807 

2,025,750 

5,606 


"*'468,*57i* 
1,242.030 

106,865,887 

1,613,508 

2,758 


60 

651,252 

1,796,737 

127,418,036 

679,156 


60 

571, 142 

2,001,041 

138,240.517 

309,153 


600 

643,152 

1,005,590 

111,967,615 

6,410,413 


10,300 

058,278 

1,304,128 

153,317,690 

4,455,68& 


Canada 


British West Indies 


Cuba 


Santo Domingo 


Danish West Indies 


Turkey in Asia 








6,967 


All other 


847 


15,035 


185,611 














Total 


85,716,673 


110,237,888 


130,730,861 


141,339,184 


120,125,796 


160,123,053 





Table VII. — Molasses (blackstrap) not above 40^. 

IMPORTS FOR CONSUMPTION FROM CUBA. 
[Data from Department of uommertw. j 





Legal rate of duty. 


Quantity. 


Value. 


Duty 
C(dlected. 


Average 

per 

gallon 

iiCuba. 


Actual 
rate of 


Fiscal year: 

1910 


20 per cent leas 20 per 

cent. 
... do 


Gallons. 
30,480,714 

20,000,337 
25,451,085 
20,468,001 
25,344,087 
24,826,001 

64,748,504 
82,501,070 
106,788,750 
126,055,181 

136,002,374 
110,244,781 
148,062,608 


$1,067,166 

700,365 

• 882,710 

1,508,005 

872,667 

663,173 

1,600,582 
3,377,721 
10,377 340 
8,322,225 

0,110,348 
3,471,871 
3,453,042 


$170,744 

112,058 
141,233 
160,430 
130,626 
76,^ 

103,140 

405,326 

1,246,280 

098,667 

1,004,322 
416,625 
425,273 


10.035 

.035 
.035 
.036 
.034 
.026 

.025 
.041 
.097 
.066 

.067 
.031 
.024 


Petct. 
16 


1911 


16 


1912 


do 


16 


1013 


do 


16 


1014 


do 


16 


1014 


15 per cent less 20 per 

cent. 
do 


12 


1015 


12 


1016 


do 


12 


1017 


do 


12 


1018 


.....do 


12 


Calendar year: 

1018 


do 


12 


1010 


do 


12 


1020 


do 


12 









81527— 22— 8CH { 
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Table VIII.— ifototw (blackstrap) not above 40^. 

IMPORTS FOR CONSUMPTION OTHER THAN FROM CUBA. 

[Data from Department of Commerce.] 





Legal rate of duty. 


QuanUty. 


Value. 


Duty 
ooUei^ed. 


Avenn 
perpl&i 
incoan- 






Sg^. 


Fiscal year: 

1910 


20 Der cent 


GalloM. 

506,990 

2,222,603 

1,521,185 

1,768,674 

405,378 

130,773 

3,594,221 

3,724,062 

2,205,714 

4,624,007 

4,341,297 

9 470 

7,544,820 

15,190 

11,556,556 


$16,835 

64,743 

45,860 

50,764 

18,371 

6,227 

05,711 

120,445 

250,554 

162,136 

845,845 

5,374 

106,665 

11,437 

317,803 


$3,367 
12,048 

0,172 
11,052 

3,674 
034 
14,356 
10,416 
37,533 
24,320 

61,877 

' '20,566' 

' '47,*676* 


ML on 


1911 


do 


.s 


1912 


do 


.030 


1913 


do 


.034 


1914 


... .do 


.OW 


1914 


15 per cent 


.OtS 


1915 


... do 


.027 


1916 


do 


.035 


1917 


do . 


.114 


1918 


do '.. 


.035 


Calendar year: 

1918 


do 


.080 


1919 


/Free» 


.585 


1920 


\15 per cent 

/Free* 


.oas 

.750 




\15 per cent 


.027 









' From Virgin Islands. « From Virgin Islands and Philippines. 

Table IX.— Molasses, above 40° and not above 56°, 

IMPORTS FOR CONSUMPTION OTHER THAN FROM CUBA. 
[Data from Department of Commerce.] 



Legal 

rate of 

duty per 

gallon. 



Quantity. 



Value. 



Duty col- 
lected. 



Average 
value p«- 
gallonin 
country 
of origin. 



Actual 
rate of 
duty 
paid. 



Fiscal year: 

1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

Calendar year: 
1918 

1919 

1920 



CenU. 
3 
3 
3 
3 
3 
2i 
2:; 
2 
2 
2 

»Free. 

Free. 
2i 



GdUms. 
1,705,690 
1,587,478 
1,413,570 
1,154,553 
776,903 
1,067,099 
1,502,448 
1,407,545 
1,172,809 
1,736,309 

1,938,917 

10,401 

1,008,234 

5,690 

1,507,506 



$301,632 
229,150 
241,463 
234,^2 
160,941 
156,544 
241,726 
320,046 
313,666 
653,863 

825,366 
6,240 

476, 128 

4,426 

1,190,555 



$51,170 
47,624 
42,407 
34,636 
23,307 
24,009 
33,805 
31,660 
26,388 
39,066 

43,626 

"22*685* 

**33,"9i9' 



$ai77 
.144 
.171 
.203 
.207 
.147 
.161 
.227 
.967 
.377 

.426 
.509 
.472 
.770 
.790 



PercnL 
16.96 
2a 73 
17.56 
14.75 
14. 4S 
15.34 
13.99 
9.90 
8.41 
5^97 

5.29 

4.7i 

i"s5 



IMPORTS FOR CONSUMPTION FROM CUBA. 



Fiscal vear: 

1910 

1911 ' 

1913 

1914 1 

1915 ' 

1917 

191S ! 

Calendar year: i 

1918 ; 

1919 1 

1920 1 



Cents. 


Gallons. 








PeretnL 


»3 


3,770 


$615 


$90 


$ai63 


14-71 


(•) 


668,459 


46,169 


16,043 


.060 


34.75 


(•) 


11,359 


2,787 


272 


.245 


9.7S 


«2J 


4,290 


776 


77 


.181 


9.95 


(•) 


13,554 


2,685 


243 


.108 


9.09 


(•) 


28,930 


2,866 


520 


.099 


1&17 


(•) 


57,020 


7,238 


1,026 


.127 


14. IS 


(•) 


159,219 


30,071 


2,866 


.188 


9.53 


(•) 


18,566 


• 2,227 


334 


.120 


15.00 


(•) 


18,780 


6,320 


338 


.336) 

i 


&35 



> From Virgin Islands. 



« Cents per gallon. 



* Less 20 per cent. 
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Tablb X.^ Molasses above 56^, 

IMPORTS FOR CONSUMPTION OTHER THAN FROM CUBA. 
(Data from Department of Commerce.] 
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• 


Legal 
rate of 
duty. 


Quantity. 


Value. 


Duty 

collect- 

ed. 


vahie 

gallon in 
country 
of origin. 


Actual 
rate of 
duty 
paid. 


Fiscal year: 

1910 


Cents. 
«6 
«6 
«6 
«6 
«6 
«4* 
M 
«4 
«4 
«4 

/ » Free. 


Go/ZofM. 

48 

253 

1,005 

991 

535 

687 

736 

48 

2,887 

12,725 

10,938 

5,999 

403 

7,643 


Ill 
74 
344 
350 
221 
320 
230 
17 
762 
5,061 

4,761 

2,279 

344 

6,772 


12 

15 

60 

59 

32 

30 

33 

2 

129 

572 

492 


10.227 
.293 
.342 
.353 
.413 
.406 
.325 
.354 
.264 
.398 

.435 
.430 
.853 
.886 


Percent. 
26.45 


1911 


20.50 


1912 


17.53 


1913 


16.86 


1914 


14.52 


1914 


9.66 


1915 


13.86 


1916 


12.79 


1917 


17.06 


1918 


11.31 


Calendar year: 

1918 


ia34 






1919 

1920 


18 
344 


5.23 
5.08 



IMPORTS FOR CONSUMPTION FROM CUBA. 



Fiscal year: 


Cents. 

< ?!" 
* ?! 

(•) 
(*) 

(•) 


OoUoiu. 






Percent. 


1910. . .1 


47 
316 

58 
101 


•26 
69 
42 
47 


$2 
15 
2 
4 


ia553 
.221 
.718 
.461 




1911 


&80 
21.70 


1912 


6.60 


1913 


ia38 








30 
103 

60 
325 

4,066 

120 

3,456 


7 
41 
10 
72 

1,220 

82 

346 


1 
3 
1 
11 

146 

4 
124 


.233 
.398 
.200 
.222 

.300 
.683 
.100 




1915 


15.43 
9.05 


1916 


18.00 


1917 


16.25 


Calendar year: 

1918 


12.00 


1919 


5.27 


1920 


35w96 







» From Virgin Islands. « Cents per gallon. « Less 20 per cent. 

Table XI. — Distilled spirits ^ gallons. 



Fiscal year. 


Total pro- 
duction.! 


Exported.! 


Denatured.^ 


1910 




231,077 

35,231 

25,440 

151,232 

187,845 

200,455 

24,433,243 

51,941,634 

8,351,142 

11,884,383 

27,376,167 

14,035,394 


10,605,870 


1911 . . 




11,682,887 


1912 


187,571,808 
193,003,258 
181,919,542 
140,656,103 
253,283,273 
28'?, 085, 463 
178,833,799 
100, 778. Ml 
101,265,238 
85,008,776 


13,955,903 


1913 


10,953,552 
17,811,078 


1914..^ 


1915 


25,411,718 


1916 


84,532,253 


1917 


93, 762, 422 


1918 


90,644.722 


1919 


60,399,308 


1920 


45,640,948 


1921 


38,812,139 







» Annual Reports of Commissioner of Internal Revenue, 
s Department of Commerce. 
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Tablb XII-A. — Grain and other materials used for production of distilled spirits} 



Year ended 
June 30— 


Com. 


Rye. 


Malt. 


Other 
materials. 


Molasses. 


Dilute 

saccharine 

Uquid. 


Wheat. 


1916 


Bushds. 
32,069,542 
33,973,268 
14,544,545 
3,890 347 
2,052,023 
4,810,517 


Bwhels. 
3,116,612 
U, 375, 439 
248,864 
25,304 
60,597 
187,940 


BiuheU. 

4,480,588 

4,239,677 

1 689,677 

673,246 

352,732 

719,171 


Bnshds. 
68,822 
72,172 
75 313 
73,974 
53,433 
303,072 


GaOcms. 

80,977,474 
112,497,633 
118,027,960 
123,498,603 
138,455,910 
119,052,798 


OoUons. 
71,164,768 
78,462,969 
68,527,242 

9,801,335 
23,326,761 

5,662,518 


Bushds. 
3,373 


1917 


2533 


1918 




1919 




1920« 




1921 








Year ended June 30— 


Barley. 


Oats. 


Liquids 
containing 
one-half of 
1 per cent 

or more 
alcohol by 

volume. 


.Total 
bushels. 


Total 
gallons. 


1916 


Bushels. 
148 


Bushtls. 

9,807 

6,730 

2,395 

714 

581 


Gallons, 


39,748,892 
40,669,819 
16,665,125 
4,574,521 
2,541,799 
6.020.700 


152,142,232 


1917 . ... 




190,960,602 
186,555,202 


1918 


94,331 
10,936 
22,433 




1919 




133,300,028 


1920* 


* 25,* 638," 653 


161,782,671 


1921 


150.153.868 

















^ Data from Annual Reports of Commissioner of Internal Revenue. 

* Commencing May 1, 1920, separate accounts were required to be made for industrial alcohol plants. In 
this table the figures for the two months have been combined with the data on distilled spirits proper. 

Table XII-B. — Material used and spirits produced. 



Fiscal year. 



Grain used. 



Spirits pro- 
duced from 
grain. 



used to pro- 
duce spirits. 



Spirits pro- 
duced from 
molasses. 



Molasses 

used to 

produce 

rum. 



Rum pro* 
duced 

from mo- 
lasses. 



1913.. 
1914.. 
1915.. 
1916.. 
1917.. 
1918.. 
1919.. 
1920 «. 
1921.. 



Bushels. 
34,039,277 
30,679,549 
19,138,118 
39,748,892 
40,669,819 
16,655,125 
4,574,521 
2,541,799 
6,020,700 



Odllons. 
155,757,827 
142,323,044 
89,553,291 
184,091,810 
188,238,880 
86,025,257 
21,929,557 
« 6, 745, 200 



GdUons. 

61,194,333 

60,862,167 
119,467,918 

77,034,173 
106,843,878 
116,167,599 
122,498,268 
137,219,460 
119,052,798 



GalUms. 
28 ' 
29 
39 
58 
82 
83 
75 
«72 



Galions. 
3,446,643 
3,850,098 
3,833,578 
3,943,301 
3,653,755 
1,860,361 
1,000,425 
1,236,450 
689,169 



Golhns. 
2,750,816 
3,026,065 
2,844,313 
2,908,87s 
2 ©1,414 
1,464,021 
816,103 
947,174 



1916 
1917 
191S 
1919 
1920 
1921 



Gallons. 
71,164,758 
78,462,969 
68,527,242 
34.488,066 
23,326,761 
6,562,518 



Gallons. 
4,070,288 
3,094,324 
2,693,918 
823,000 
> 854, 109 



Liquids con- 
taining one- 
half of 1 per 
cent cr more 
alcohol by 
volume. 



Gallons. 



25,538,553 



» Data from annual reports of Commissioner of Internal Revenue. 

« These figures for 1920 are incomplete so far as spirits produced are concerned, in that they do not indude 
18,933,551 gallons of industrial alcohol produced during May and June, after requirement was made that 
separate aocoants be kept for industrial alcohol plants. (See Table 68, p. 164, Rpt. of Com. of In. Rev., 1920.) 
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Table XIlh—Denatured alcohol production. 
[Figures from Commissioner of Internal Revenue.] 



2397 



Fiscal jrear. 


Completely 

denatured 

(wine gallons). 


Specially 

denatured 

(wine gaUons). 


Total. 


Wine gaUons. 


Proof gallons. 


1910 


3,076,924.5 
3,374,0ia9 
4,161,268.6 
5,223,240.8 
5, 213, 129. 5 
5,386,646.9 
7,871,952.8 
10,508,919.3 
10,328,454.6 
9,976,72a6 
13,528,403.0 
12,392,596.0 


3,002,102.5 

3, 507, 109. 9 

3,933,246.4 

4,608,417.7 

5,191,846.0 

8,599,821.8 

38,807,153.5 

45,170,678.3 

39,834,561.4 

28,294,2ia0 

15,307,947.1 

9,996,229.7 


6,079,027.1 

6,881,129.8 

8,094,615.0 

9,831,658.5 

10,404,975.6 

13,986,468.7 

46,679,106.3 

66,679,597.6 

50,163,016.0 

38,270,939.6 

28,836,35ai 

22,388,824.7 


10, 605, 87a 7 
11,682,887.9 
13,955,903.8 
16,953,552.8 
17,811,078.2 
25,411,718.8 
84,632,263.1 
93,762,422.7 
90,644,722.8 
60,399,308.9 
45,640,948.6 
38,812,138.7 


1911 


1912 


1913 


1914 


1916 


1916 


1917 


1918 


1919 


1920 


1921 





Table XIV. — Wholesale prices of alcohol, per gaUon, 
[Data from Oil, Paint, and Drug Reporter, and Drug and Chemical Markets.] 





January. 


April. 


July. 


October. 


1914_tJ. S. P., 190 


S2.54 

.33 
2.60 

.33 
2.64 

.50 
2.72 

.64 
4.95 

.73 
4.97 

.61 
4.76 

.73 
6.20 

.72 


$2.54 

.35 
2.52 

.33 
2.66 

.50 
2.81 

.69 
4.95 

.68 
4.95 

.42 
7.00 
1.02 
6.20 
1.04 


t2.52 

.33 
2.56 

.38 
2.66 

.59 
3.80 
1.00 
4.97 

.68 
4.95 

.42 

'In 

4.75 
.32 


S2.62 


Denatured, 188 


.33 


1915— U. 8. P., life 


2.56 


Denatured, 1^ 


39 


1916— U. 8. P., 190 


2.66 


Denatured, 1*88 


.64 


1917— U. 8. P., 190 


5.65 


Denatured, 188. 


.90 


1918— U. 8. P., IW 


4.97 


Denatured, 1^ 


.68 


1919— U. 8. P., 190 


4.75 


Denatured, 188 


.66 


192ft— U. 8. P., 190 


5.60 


Denatured, 188. 


1.03 


1921— U. 8. P., 190 


4.75 


Denatured, 188 ; 


.40 







> Nominal. 



Table XV. — Gallons of denatured alco?u>l received by manvfacturers and dealers and 
specially denatured alcohol used by manufacturers, 

Pata from Commissioner of Internal Revenue.] 



Year. 


Number 
of manu- 
facturers. 


Gallons used. 


1918 


1,060 
1,114 
1,395 


68,803,050 
47,371,329 
22,260,649 


1919 


1920 





STATEMENT OF L. H. BOBEBTSON, CATTLE FEEDEB AND 
FABJCEB, ABINGDON, ILL. 

The* Chairman. State your full name for the mfonnation of the 
cozumittee. 

Mr. RoBBBTsoN. My name is L. H. Robertson. 

The Chairman. Where do you reside ? 

Mr. Robertson. In Illinois. 

The Chairman. What is your occupation? 

Mr. Robertson. I am a cattle feeder and farmer. 
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The Chairman. Will you make your statement to the committee 
as briefly as you can ? 

Mr. Robertson. What I wanted to mention to you, gentlemen, 
is this — that our feeding industry has been hit very hard m the last 
two years. We think that we need everything that would be able 
to do us any good in making our cattle as cheap as possible. We 
find in feeding in connection with our com that if we feed molasses 
feed with our grain we can produce our cattle quicker, put them in a 
higher state of finish by far than we could with the ola methods. 

My father fed cattle before me; I have fed cattle myself for over 
20 years. In the early days when we used to feed cattle, we fed 
them anvwhere from six months to a year. To-day we can take a 
steer and make him a very good beef steer in 70 to 120 days by new 
methods of feeding. 

I want to give you ^ an idea as to what I think of the value o( 
molasses. I would say that I would consider it something we could 
hardly do without. We need it; we can shorten up the feed period, 
make a steer drink more; they eat a little more feed but gain so much 
faster. 

The Chairman. What do you want to urge or advise in connection 
with this tariff bill? 

Mr. Robertson. I would like to see the Cuban blackstrap molasses 
come in on the free list; that would be my idea. 

The Chairman. Have you any statement you desire to file with 
the committee ? 

Mr. Robertson. Yes, sir; I will say that I am a member and 
director of an association called the Military Tract Shippers and 
Feeders Association, located at Monmouth, 111., with a membership 
of about 3,000 — possibly over that, maybe 3,500; and I just want to 
say in behalf of all the feeders that I know that they indorse the 
putting of Cuban cane blackstrap molasses on the free list. 

STATEMENT OF E. WILKINSON, BEPBESENTINa AMERICAN COT- 
TON aHOWEBS' ASSOCIATION, BIBMINaHAM, ALA. 

Mr. Wilkinson* I represent the Alabama division of the Ameri- 
can Cotton Growers* Association. 

Our condition is a little different from the conditions that have 
been presented, as we are users of manufactured sweet feeds; and to 
save the time of the committee I would ask that we be permitted to 
file a written brief and not take up your time at this late hour, and I 
would like to know when that brief would have to be here. I have 
none prepared. 

The Chairman. You may prepare it and send it as soon as you 
can, and we will endeavor to find a proper place for it. 

Mr. Wilkinson. We present an entirely diflFerent feature. 

The Chairman. What particular feature do you desire to call the 
attention of the committee to ? 

Mr. Wilkinson. The increased cost of feedstuffs which we buy— 
we are not producers of our feeds, we are buyers — and the increased 
costs of those feeds and the eflFect it will have on the cotton-growing 
industry. 

The Chairman. The committee will be very glad to give your 
brief careful consideration. 
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Mr. Wilkinson. Thank you, sir. 
(The brief is as foUows:) 

My discusBion of this subject' will be confined to the effect of any increafe in the 
duty on blackstrap molasses in excess of one-quarter of 1 cent per gallon when used 
for animal food . 

The House bill provides a sliding scale, with a basis rate of one-quarter of 1 cent 
per gallon when total sugar content is not in excess of 48 per cent, and further pro- 
vides an increased duty of $0.0275 cent per gallon for eacn additional 1 per cent of 
total sugars. 

The brief filed by the American Feed Manufacturers Association shows the total 
sugars of many different cargoes. In one case only was the analysis as low as 48 
per cent, while in some cases it ran above 59 per cent, and the average was 54 per 
cent total sugar. The average duty would tnerefore be $0.0165 cent per gallon, 
above one-quarter of 1 cent, less the preferential allowed on imports from Cuba. 
This would increase the cost of blackstrap molasses for animal feed over $2.25 per ton, 
and in the cases showing 60 per cent total sugar might run as high as $5.50 increase 
in the cost per ton. 

Taking the average of 54 per cent total sugar, making the increased cost of $2.25 
per ton for molasses, the cost of assembling the inCTedients to manufacture a ton 
of molasses feed of the. grades used in Alabama would be increased 78 cents. The 
manufacturer will add to this amount 10 or 15 per cent to cover. overhead and profit, 
making his selling price to the wholesale dealer in Alabama about $1 per ton above 
the amount he would charge on the flat duty of one-auarter of 1 cent per gallon. 
The wholesaler adds his usual per cent to this increasea price, and the retail dealer 
then adds his per cent of profit to the price he pays the wholesaler . The price increases 
with per cent of profit added to eacn preceding increase until the ori^nal coet of 78 
cents m assembling the material has become not less than $1.50 when the feed actually 
goes into consumption. 

It is this feature which directly affects the cotton srower in Alabama, because he 
does not produce his requirements of animal food and must buy a considerable part 
of his requirements. 

From October 1, 1919, to October 1, 1920, Alabama used 6,200,712 hundred-pound 
bags of manufactured feed. This included dry dairy and poultry feed in amount less 
than 35 per cent of the total, leaving 65 per cent as molasses mixed feed, or 4,030,462 
hundred-pound bags, equaling 201,523 tons. This, based on the average analysis of 
54 per cent total sugar content of imported blackstrap molasses, would cost the Ala- 
bama consumer over one-quarter of a million dollars more than it would have cost 
on a fiat one-quarter of 1 cent per gallon duty. 

As some of ttiis molasses tests 60 per cent total sugar, the importer will in all prob- 
ability take no chance on the importation or on his profit, but base his selling pi ice 
on the possibility of a higher sugar content with the increased duty and only sell at 
a figure which will ^ve a profit on the 60 per cent basis as a duty cost. It requires 
a firm strong financially and with large resources and investment in equipment to 
import blackstrap molasses. The Fordney bill will furnish an excuse for quoting 
blackatrap based on the highest sugar content, and, consequentlv, a much higher duty, 
Vhdch in all probability would double the estimate of a quarter of a million as increased 
cost of feed for one year to the Alabama consumers. 

You gentlemen accustomed to dealing with millions may regard this as a small 
sum, and I therefore ask that you examine into the ability'of our cotton growers to 
assume this increased cost. A small sum means much more to one class of people 
limited in resources than does a much larger sum mean to another class with a greater 
income. I have been asked frequently if Alabama was very prosperous because of 
the recent advance in cotton values. In some quarters the idea seems to prevail that 
the Alabama cotton grower was reclining on a "bed of roses " or traveling * ' easy street." 
Nothing could be further from the facts. 

A glance at the production of cotton in our State will clearly demonstrate the pros- 
trate condition of our agriculture. From 1900 to 1910, inclusive, Alabama produced 
annually an average of 1,166,000 bales of lint cotton. (See table herewith.) 

In 1910 the boll weevil made his first appearance in Alabama, and by 1915 the entire 
State was infested with this uncontrollable pest, threatening with extinction the entire 
cotton-growing industry. From 1916 to 1920, inclusive, the State produced annually 
an average of 713,000 bales. (See table herewith.) 

Our crop for 1921 will be about 650,000 bales, or a little over one-half of the annual 
10-year average from 1900 to 1910. 

The State department of agriculture in a late bulletin shows the number of plows 
engaged in the production of cotton in Alabama for the crop year 1921 to be 354,000. 
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The vast majority of cotton grown in the State is grown on a rental basis, one plow 
usually representing one family, renting 20 to 40 acres of land; the rental usually 
being one-third of the cotton produced, the tenant keeping the corn and other cropfl. 
an agreement bein^ made as to the number of acres of cotton to be planted. If rented 
for a cash rent it is from $40 to $50 per year on the average. In central and south 
Alabama the tenants are Negroes, and in the northern part of the State very fre- 
quently they are white farmers. In addition to cotton, they cultivate a few acres 
of corn, a " patch " of sor^um or sucar cane. The com produced furnishes the family 
bread, and sorghum or cane boiled down on the farm to the form of sirup is the 
" sweeting '* for tlie family. If thrifty, a pig or two is raised, which is the family 
supply of meat and lard. The com grown will only supply food for the mule a part 
of the year, and molasses feed supplies the remainder. For cash the family depend 
exclusively on cotton. With 350,000 families engaged in the industry and a produc- 
tion of 650,000 bales, it is conclusive that the average family produced less than two 
bales of cotton in the year 1921 . 

At the present market values, two bales of cotton would bring about $160. From 
that must. DC deducted $30 for fertilizer and $40 for rent, and it is clear that the vear'a 
work would net about $90 or about $7.50 per month. Com bread, molasses (nome 
produced), and a little pork have eliminated to some extent the expense for food, 
yet the fact remains that sufferinja: is very extensive and acute. 

It is on these unfortunates, with an income of $7.50 per month cash, which sum 
must provide clothing, coffee, horse feed, schoolbooks, and other necessities, that 
this quarter of a million dollars will fall, by increasing to that amount the cost of the 
horse feed necessary to maintain their animals. It means to them the last straw 
which will "break the camel's back." The pressure since the boll weevil first 
appeared in 1910 is intense and has reached the limit of human endurance. Aiiy 
increase in the cost of existence will mean greater disaster and increased suffering 
for man^r thousand families. 

In their behalf I most respectfully urge this committee not to render their lot more 
hopelesH, but limit their cost of horse feed by a duty on imported blackstrap molasses 
for animal food not in excess of one-quarter of 1 cent per gsulon. 

I desire to call your attention to one more point of deep interest to the Alabama 
farmer. In Octobler last the legislature of our State passed a good-roads bill, which 
will result in the expenditure of $25,000,000 on State nighwavs. Under the Federal 
act we hope for a like sum from the National Treasury. The Tbest engineers and con- 
tractors aavise that 20 per cent of the total cost of hard-surfaced road construction is 
feed for the work stock used in the constmction. Twenty per cent of the $50,000,000 
is $10,000,000, and within a few years this amount of feed will be used in the con- 
struction of Alabama roads. Molaases-mixed feeds are our cheapest source of supply 
under present conditions and have been for years past. A nigh-grade molaases- 
mixed feed manufactured under the present duty sells in Birmingham for $30 per 
ton. Ten million dollars wUl buy 333,333 tons. The Fordney bill would make the 
same feed cost at least one-half million more, and would probably result in an increased 
cost of about $1 ,000,000. This sum would build from 200 to 400 miles of hard-surfaced 
roads. 

The necessity for good roads in Alabama is manifest, and their construction will 
grant material relief to the cotton grower described above. The per cent of illiterates 
in our State is very high. During the winter our roads do not freeze, and the nature 
of our soil (lai^ly clay), with our heavy winter rainfall, produces a condition which 
renders them impassible, preventing children in niral districts from reaching a school- 
house a large part of the year. Road improvement will make the schoolhouse accesible 
to thousands of children, greatly reducing out illiteracy. 

To the one-plow farmer, with a cash income of $7.50 per month, improved roads 
will offer relief and renewed hopes. With their constmction, milk, eggs, butter, 
and vegetables produced as a side line would find a market in the cities and could 
easily double and quadruple the cash income of the family. Under the present 
road condition it is impossible to reach a market with them a large part of the year. 
Alabama ships in from other States annually eggs, butter, milk, and cream to the 
extent of many millions, and is of itself an agricultural State. Impassible roads 
explain that condition, and every mile of good roads built will help very materially 
by offering this source of revenue to our farmers. 

A fixed duty of not over one-quarter of a cent per gallon on imported bladcstoip 
molasses for animal food will be acceptable. A sliding scale rendering uncertain the 
delivered price is not desirable. 

The Louisiana and beet producer of molasses will unquestionably demand a heavier 
duty as protection to an American industry. I raise no protest at a duty on sugar 
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which will gjnuit them protection on sugar as against the cheaper production of other 
countries. We desire to increase our production, but as the blackstrap is a by- 
product, and this country can produce only a very small per cent of the required 
quantity, it is unwise to tax a large number of users of molasses-mixed feed to protect 
a relatively few sugar producers. And especially is that true when the duty will be 
increased by a per cent of profit which the manufacturer, the wholesale dealer, and 
the retail dealer will add to the duty cost, and when pkissed on to the final consumer 
the duty of a few cents has assumed a size double its original proportions. Louisiana 
and beet molasses are not strong competitors, as each has its especial use and es^ its 
sphere of usefulness. 

Hi^h freight rates and transportation cost prevent imported molasses from seriously 
injuring the beet product in the northern and western markets, and the same influence 

grevents the beet product from being a large factor on the eastern seaboard and 
outhem States. It costs for rail charges (the car furnished by the shipper^ 2| cents 
per gallon to move imported blackstrap from Mobile to Birmingham, a distance of 
about 240 miles, so that freight alone would furnish ample protection for the beet 
producer in the large consuming district where his product is used — namely, north of 
the Ohio and from the Mississippi west. The ocean carriage, freight to readi a Cuban 
port, loading and unloading is a charge against imported blackstrap in excess of ita 
value in Cuba by 200 per cent, and added to a duty of one-quarter of a cent per gallon 
will give the Louisiana grower protection which would satisfy any fair producer, and 
any demand in excess Of the amount above would be the demand of one who was 
oblivious to fair play and who would exploit a consumer by trust methods if given 
control of any situation. 

Any duty above one-quarter of 1 cent per gallon will render less valuable to the 
States in the Southeast all State and Federal aid to good-roads construction. Every 
mile of good roads will mean better citizens and lawmakers to-morrow by education 
of the barefoot children of to-day. Every mile of good roads will also mean an oppor- 
tunity for the overburdened cotton grower to diversify and market perishables that 
normally go with everv good effort at agriculture, but have been impracticable in 
the cotton belt and will be impracticable until our roads are improved. 

In the interest of a higher type of man and womanhood for the coming generation, 
and as simple justice to the family struggling to exist under the pressure of adversity, 
I ask that the duty be limited to not more than one-quarter of 1 cent per gallon, when 
for animal food. 

I realize that war has made it necessary to raise immense sums to liquidate obli- 
gations, but believe this great Nation is too rich in resources to raise the needed 
revenue at the expense of flliteracy and from the income of homes where wheat bread 
and sugar are rare exceptions on the table and decent clothing and shoes for the chil- 
dren are unknown. 

The Alabama Division of the American Cotton Growers Association, in the name of 
over one-third of a million families, most of them lacking the necessities of life, urge a 
modification of the Fordney bill and that the duty be a fixed and definite one of not 
more than one-quarter of 1 cent per gallon on imported blackstrap molasses when for 
animal food. 

Lint cotton produced in Alabama, 



(Figures taken from Alfred B. Sheperdson compilation of cotton production. 


Odd thousands omitted.l 


Year. 


Bales , 
produced. | 


Year. 


Bales 
produced. 


1901 


1,110,000 
970,000 1 
990,000 
1,450,000 ! 
1,230,000 
1,240,000 i 
1,110,000 , 
1,330,000 
1,040,000 1 
1,190,000 I 


1916 


550,000 


1902 


1917 


520,000 


1903 


1918 


790,000 


1904 


1919 


720,000 


1906 


1920 


670,000 


1906 


5 years 




1907 




1908 




1900 




1910 








10 yean 


11,660,000 
1,166,000 j 


3,250,000 


Annui^l average. 


Annual averaga -. . 


650,000 









1921 yield about 650,000 bales. 
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STATEMENT OF B. T. MANABD, BEPBESENTINa PENICK ft FORD 
(LTD.), NEW ORLEANS, LA. 

Mr. Manard. I am representing Penick & For4 (Ltd.), dealers in 
both imported and domestic blackstrap. I will save the time of the 
committee by filing a brief. 

The Chairman. Of course, you gentlemen will bear in mind that 
you are speaking to the same point, and it is really sufficient to file 
a brief. 

(The brief is as follows:) 

By addinq^ to paraTraph 503 the words "Molasses testing not above 40 per cent 
sucrose, one-fourth of 1 cent per gallon,*' you will permit the entry of only that fijade 
of molasses known as "blackstrap " at the specific rate of one-fiuarter cent per gallon. 

Dr. F. W. Zerhan, an authority on sugar chemistry, adxdses that sugar can not 
profitably be extracted commercially from molasses testing as low as 35** by the polari- 
scope or containing as little as 40 per cent sucrose. Sucrose is the table sugar which 
domestic su2»r interests principally desire to protect. The crystallization of the 
sucrose in blackstrap is prevented by the presence in the liquid of a iarge per cent 
of ash, jjums, and glucose or reducing sugars. 

A review of remarks in the Congressional Record on pages 4406 to 4409, July 21, 1921, 
clearly indicates that it was the purpose of the House to provide for one-quarter of 1 
cent per gallon on that specific grade of molasses called "blackstrap," but this object 
is unintentionallv defeated bv the application of the term "total sugars*' to all grades. 

Chairman Fordney, of the Ways and Means Committee, when presenting an amend- 
ment on July 21, 1921, is reported in the Congressional Record, page 4406, as saying: 

*'Mr. Chairman, this amendment reduces tne duty on blackstrap molasses from 1 
cent to three-fourths of a cent per gallon." 

Eight days before, in replying to a letter from Brooks Elevator Co., of Minneapolis, 
Minn., in whi- h they protested against duty on blackstrap, Chairman Fordney wrote: 
" It was committee's understanding that this sort of molasses, I believe, would test lew 
than 48 per cent total sugars and be dutiable at 1 cent per gallon. I shall be glad to 
make inquiry and bring same to committee's attention. ' * 

The House eventually passed an amendment which was clearly intended to admit 
"blackstrap" at one-quarter cent per gallon, but on account of the misunderstood 
provisions the result shows a duty ranging up to 4 cents per gallon, or in tenns used by 
feed manufacturers, $7 per ton. We ask that as much consideration be given to this 
error as is often given to a misplaced comma. 

Blackstrap is handled by the dealers in large volume and on a close margin which 
requires terms of draft attached to bill of laaing. To enable feed manufacturers to 
conduct their business efficiently, blackstrap dealers contract ahead for Cuban mo- 
lasses and supply their customers as their requirements demand. It is not a specu- 
lative business, but occasionally something nap{>ens which causes much grief; and 
every time it is the producer of domestic blackstrap that gets the benefit. 

The latest case of this kind occurred in the spring of 1920, when importations were 
seriously interrupted by the sinking of two molasses tank ships which could not imme- 
diately be replaced. Buyer's contracts called for imported blackstrap at 8 cents per 
gallon. The feed manufacturers had orders for feed which had to be filled. The law 
of supply and demand worked as usual, and the domestic producers secured as high as 
22 cents per gallon for their blackstrap. 

Our Louisiana friends have had several tastes of high price for blackstrap. This 
year business has not been so satisfactory. If they want a good price in future the way 
to get it is to encourage an even larger demand instead of inadvertently seeking a pro- 
hibitive duty which would stifle those who make their product valuable. We com- 
mend to them tie fable of the goose t'lat laid the golden egg. 

STATEMENT OF JOHN M. BOQEBS, BEPBESENTINa AJCEBICA5 
CANE aBOWEBS' ASSOCIATION. 

Mr. Rogers. I will not take up the time of your committee. With 
your permission I will also file a orief covering our position. 
(The brief is as follows:) 

The polariscopic test for molasses and sirups is not a true value test, as this method 
takes no account of the food, feed, or manufacturing value of sirups and molasses. 
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The polariacope shows only one component — sucrose — ^when, in fact, the invert sugars 
not shown by the polariscopic test are of equal value. 

This polariscopic test for molasses and sirups is inapplicable and unscientific. In 
the sugar schedule itself ample provision is made from the standpoint of refining 
sugars from liquors when int<ended for that purpose. The evident purpose and only 
thought of the framers of the law was that sirups and molasses were notning more nor 
less tnan a form of or a potential source of sugar. New and entirely different uses of 
fdnips and molasses having grown up requires adjustment of the schedule to conform 
to the purpose for which the products are used. For this reason we advocate teste 
that will determine the total sugar contents, including sucrose and invert sugars, all 
of equal value to the users of molasses. 

This determination of the total sugars should prove of equal value to the buyer anH 
users as to the sellers of sirups and molasses, in that each may know the true value of 
the product as scientifically proven. No user of sirups and molasses can otherwise 
properly determine the value to him, the quantity to use, or the results to be obtained 
in the usual trade usage of simps and molasses. 

The alcohol maker should know definitely the constituent parts and the total sugars 
of all kinds contained in the mola^es he uses, othen;^ ise he could not determine the 
value of the raw material used or estimate the cost of his finished product. In practice 
he does determine this fact before proceeding to manufacture alcohol from molasses. 

The feed mixer is required by law in many States to conform to certain guarantees 
as to chemical analysis to show the unit values of the feed he manufactures. Regard- 
lees of statutory requirements, his feeds must Conform to natural laws to produce 
desired results. The principles of the balanced ration have been scientifically worked 
out and are of proven values. The results to be obtained from the feeds usea must be 
taken into account. As an example, feed for the use of the dairyman for milk pro- 
duction and the feeder of young stock for securing rapid growth and development 
require a feed high in protein and low in carbohydrates, while that fed for fattening 
stock must be the reverse — that is, proportionately high in carbohydrates and low in 
protein — while that for work animals is between the two. The fee^ value of molasses 
IS contained wholly in its carbohydrate value (all the sugars being carbohydrates). 

Any statement that the use of molasses in feed liiithout test or regard for its carbo- 
hydrate (total sugars) value at once condemns such feed as unscientific and its use 
impractical. All feed mixers and feeders well know that the kind or character of 
materials in feed in no way determines the value of the feed except when due regard 
is had to the chemical unit value thereof. 

Penick & Ford (Ltd.) (Inc.), of New Orleans, have a reprint of series of articles by 
W. H. Dalrymple, M. R. 0. V. S., in which is set forth very fully the value of black- 
strap cane molasses for the feeding of horses and mules, dairy and beef cattle, hogs 
and sheep. Dr. Dalrymple being an accepted authority on the subject of animal 
feeding and feeds, Penick & Ford, by the reprint and wide distribution of these arti- 
cles, have very properly given indorsement to and approval of the facts contained 
therein. Quoting from this reprint from Dalrymple by Penick & Ford: 

** BLACKSTRAP FEEDING MOLASSES. 

"But while blackstrap is a food, it should be understood that it is not a complete 
food, any more than potash alone constitutes a complete fertilizer. It is almost a 
pure carbohydrate, and the carbohydrates (sugar and starches) form one of the im- 
portant ingredients of complete or balanced food. And, besides, it is one of, in 
some localities, the cheapest sources of this element and with a digestibility of prac- 
tically 100 per cent. 

**As intelligent feeders are aware, all stock foods contain certain elements, or nu- 
trients, in certain percentages, which perform the function of supplying nourish- 
ment to the animal body for different purposes, such as the performance of work of 
different kinds, the production of flesh, of milk, etc. But in order to meet those 
requirements the nutrients, the chief of which are known as protein, carbohydrates, 
and fat, have to be properly or approximately balanced, otherwise some parts of 
the system may be excessively nourished at the expense of other parts, and in such 
cases the ration is sometimes termed one-sided ; while, when the nutrients in digestible 
form are arranged so as to meet the needs of the animal they are termed a balanced 
ration. In the use of molasses, therefore, it should be made to take its place as an 
ingredient of the balanced ration, in supplying a considerable part of the carbohy- 
drate element in concentrated form, just as one would use any other grain or concen- 
trated ingredient, which we will endeavor to illustrate in some sample rations con- 
taining blackstrap. 
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'* The amount of molasses to use in a ration will depend upon the character of the 
other in^edientfi. If, for example, the roughage part of the ration should he com- 
posed of the l^uminous hays, which are rich in protein, more molasses may he used 
than if the roughage should he a grass hay, as the latter is more of the carbohydrate 
class of feeds to which molasses itself belongs. If a ration should contain too mudi 
of either the nitrogenous (protein) or of the carbonaceous (carbohydrate) element, 
the balance is upset, it becomes one sided, and supplies too much of one element 
and too little of the other. A balanced ration is approximated to meet the require- 
ments of the animal under different conditions. If this is borne in mind by the 
feeder, he will readily understand that the mixture, no matter what the ingredientA 
may be, should be so compounded as to meet those requirements in properly balanced 
f6rm. If molasses should be the cheapest source of carbohydrates, the feeder should 
substitute as much of it as possible for other and more expensive carbonaceous grains- 
such as com, under certain conditions, but not to excess — or that may make the mix- 
ture undesirable or one sided. 

"For instance, in the case of horse or mule feeding, and where a little cottonseed 
meal and leguminous hay — such as pea vine, alfalfa, or choice lespedeza — is used, we 
find that a ration for a working animal weighing 1,000 pounds may be economically 
balanced by using about the following weights of the different ingredients: Two 
pounds cottonseed meal, 8 pounds com chops or corn and cob meal, 6 pounds black- 
strap, 12 pounds pea- vine or alfalfa ha>r. 

** By figurine out the digestible nutrients in the above ration, it will be found to 
approximate the standard requirements for either of the animals mentioned \md& 
hard-working conditions. 

"H, on the other hand, we use ingredients (feeding materials) which all belong to 
the same class of feeds, we get a ration that is altogether unbalanced, or one-sided. 
For example, if we try to make our ration out of molasses, com, and timothy hay (a 
grass hay), we are using carbonaceous feeds all through, with the result that we get 
too much carbohydrates, which produce heat and energy chiefly, with too little pro- 
tein, which goes to make muscle, etc. 

"Again, if we use all protein feeds we err in the opposite direction. An illustration 
of this would be the use of cottonseed meal, oats, and alfalfa hay, all relatively rich 
in protein. In the former instance, we get too much carbohydrates (starches and 
sugar), with too little protein, for the needs of the animal; and in the latter an excess 
of protein, with a deficiency of carbohydrates. In either case we have destroyed the 
proper balance of the required nutrients and have supplied too much of the one or 
the other for the needs of our animal and for best results. 

"Molasses, however, has a most valuable place in any ration for horses and mules 
on account of its high carbohydrates content, its high digestibility, and, ordinarily, 
its cheapness. But the amount will have to be regulated by the amount of the 
digestible nutrients contained in the other ingredients of the mixture. The wei^t 
of blackstrap is usually estimated at about 12 pounds to the gallon." 

These fundamental facts are well known, and for succeesfulfeeding must be adh«^ 
to by the feeder if desired results are to be obtained. Therefore, not only economic 
necessity, but for parctical results, must the feed mixer and the feeder know the 
carbohydrate value of the molasses he uses, just as he must know the protein value 
of the other ingredients used in his feed. He can not assert that he simply dumpe 
in such and such per cent or so many pounds of each ingredient in his feed without 
at once making the confession of utter disregard for the results to be obtained from 
feed so mixed. He must know, and does know, the carbohydrate (total sugar) value 
of the molasses he uses. His feed to be properly balanced must contain the proper 
ration of essential units. If he buys molasses testing high in total sugars (carbohy- 
drates), he very properly reduces the volume of molasses in the feed; if low in totel 
sugars, then the volume is increased. This, and this only, explains the variation of 
the percentage by volume of molasses used in mixed feeds, where the percentage of 
molasses vanes in feeds for the several uses to which they are put. May not this 
explain the desire on the part of the importer for the high minimum test asked for? 
Blackstrap molasses produced in America is higher in total sugar content Uian that 
imported. By fixing a high minimum total sugar, or polariscopic test, all imported 
molasses comes in at the same level base rate. The domestic article is without the 
benefit of the true test value, and the producer must sell his superior product on the 
price level so fixed. The feed buyer is led to believe that "blackstrap is blackstrap," 
while the importer and feed mixer benefits by the very tests he now opposes in the 
tariff bill. 

No argument is needed to show that the importer does carefuUy test molasses. 
Long exhibits of tests made covering periods of years are before you in the testimony 
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presented by the opponents. These tests, many of them, are quoted for periods 
several years before there was called to your attention the inequality of the existing 
tests ana rates. Therefore, any claim on the part of the importer that to him "black- 
strap is blackstrap," without regard to its total sugar value, is disproved by his own 
testimony. He did test for total sugars; he can test for total sugars; he does test for 
total sugars. The value of blackstrap molasses is its total sugar content and no other; 
therefore, the duty should be based on the true value, viz, the total sugars content. 

Therefore, no feed mixer can operate nor feeder use molasses intelligently or 
profitably in his feeds without knowledge of the total su^rs (carbohydrate) value. 
The total sugars (carbohydrate) content being the economic value of molasses, then 
molasses should pay duty on this basis. 

In 1918 Herbert Hoover, then Food Administrator, appointed the committee on 
cane sirup and molasses. The personnel of this committee were: R. E. Milli^, 
chairman. New Orleans, La.; N. W. Taussig, secretary, New York, N. Y.; G. K. 
Bunker, New York, N. Y.; C. D. Kemper, New Orleans, 1a.; W. L. Petrikin, Denver, 
Colo. 

In the report made by this committee we find a true analysis of the various grades of 
sirups and molasses. From their report we quote: 

** There are several grades of molasses and sirups, viz: (a) Cane-juice sirup, (h) 
Old-fashioned open-kettle molasses, (c) Centrifugal molasses, which may be (uvided 
into, first, centrifugal molasses derived from the open-kettle process; second, centrif- 
ugal molasses derived from the vacuum process; wnether derived from either process, 
however, they are divided into first, second, and third molasses, (d) Refiners sirups, 
which are subdivided into, first, the highest quality of filtered sirup: second, medium; 
third, unfiltered, fourth, blackstrap, ^(e) Commercial glucose, commonly known as 
com sirup. 

*'Cane-juice sirup contains approximately 71 per cent of combined sugars, of which 
55 per cent is sucrose and 16 per cent invert. A gallon of sirup weighing approximately 
12 pounds we find that if based upon the above percentages contains 6.6 pounds 
sucrose, 1.92 pounds invert, or R.52 potmds total sugars. 

"First molasses contains 65 per cent combined sugars, 48 per cent of which is suciose 
and 17 per cent invert, so we have 5.76 pounds sucrose, 2.04 pounds invert, or 7.80 
pounds total sugars. 

"Second molasses contains about 60 per cent combined sugars, 31 per cent sucrose, 
and 29 per cent invert, so we have 3.72 pounds of sucrose, 3.48 pounds of invert, or 
7.20 pounds total sugars. 

"Third molasses contains 50 per cent combined sugars, 30 per cent sucrose, 20 per 
cent invert, so we have 3.6 pounds of sucrose, 2.4 pounds of invert, or 6 pounds total 
eugars. 

"Refiners sirup, highest grade, has 63 per cent combined sugars, 35 per cent siu-cose, 
and 28 per cent invert, so we have 4.2 pounds sucrose, 3.36 pounds invert, or 7.56 
pounds total sugars. 

"Trade and custom have declared that standard blackstrap must have a combined 
test of sucrose and invert of not less than 50 per cent and must be at least 42 Baum6 
at a temperature of 90° F. Final molasses meeting this test, or slightly above or below 
the same, would be considered blackstrap, whereas final molasses which is above 
standard olackstrap, say, 55 per cent combined sugars, while frequently sold as black- 
strap, is of superior quality and should be classed as Louisiana third molasses." 

Therefore, any test method that does not show the total sugar content of the molasses 
or sirup fails totally in arriving at their true food or economic value. Even thou^ 
the r^ajulations be changed to this proper method, the result would be equally abortive 
and of no value if the minimum scale for total sugars be placed at a point above the 
total sugar test of any of the various grades. 

The regulations previously in effect have no meaning because of high point polari- 
scopic test of 40 degrees, for the reason that as shown in the report quoted only the two 
very highest grades of sirups contain as much as 40 degrees sucrose (the only factor 
shown by the polariscope), and since there is but little importation of such hi^-graae 
sirups the result is that nearly all sirups now imported come in at the same rate, there 
being no discoverable aifierence by the polariscope. 

By placing the minimum test and the oase rate at 48 per cent total sugars, then, in 
that event, all sirups and molasses imported would come in on their true test and 
at fair proportionate rates. Any higher minimum would be wholly meaningless 
and simply result in all importations coming in at a flat tariff rate regardless of quality 
or value. 
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RATES IN FORDNBT BILL. 

The rate in the bill now before you reads twenty-five one-hundred ths of I cent per 
gallon for molasses testing not above 48 per cent total sugars with two hundred and 
seventy-five one-thousandths of X cent for each per cent of total sugars over and 
above 48 per cent. 

This would mean for the blackstrap molasses testing 50 per cent, eight-tenths of 1 
per cent per gallon general tariff, sixty-foiu- one-hundredths of I cent from Cuba. 

Duty per gallon on molasses testing 48^ and above total sugars. 



Testing not 
above— 


In 
general. 


From 
Cuba. 


Testing not In 
above— general. 


From 
Cuba. 


Testing not 
above— 


In 

general. 


From 
Cuba. 




48 


Csntt. 
0.25 
.52 
.80 
1.07 
1.35 
1.62 
1.90 
2.17 


Cmt9. 

0.20 

.42 

.64 

.86 

1.08 

1.30 

1.52 

1.74 




56 


Cmts. 
2.45 
2.72 
3.00 
3.27 
3.55 
3.82 
4.10 
4.37 


CifUt. 
1.96 
2.18 
2.40 
2.62 
2.84 
3.06 
3.28 
3.50 


1 CmU. 
64 4.65 


3.72 


49 


57 


65 

66 

67 

68 

6ft 

70 

71 


4.92 
5.20 
6.47 
5.75 
6.02 
6.30 
6.57 


3.94 


50 


58 


4.16 


51 


59 


4.38 


5i 


60 


160 


53 


61 


4.Q 


54 


62 


5.(M 


56 


63 


5.26 













There should be a rate of not less than I cent per gallon, 48 per cent test total su^ 
with two hundred and seventy-five one-thousandths for each additional degree. This 
would make the rate on molasses testing 50 per cent general tariff, 1.55; Cuban tarif, 
1.24. 

MOLASSES USED FOR OTHER PURPOSES THAN FEED MIXING. 

During the war period large quantities of industrial alcohol were produced from 
molasses. This increased production of alcohol over the prewar period was caused 
by the demand of America and the Allies for altohol for the manufacture of exploeivea 
and other war uses. Reports from internal revenue reports show that 90 per cent 
of all low-grade molasses imported during that period was converted into alcohol. 
From available data— such sources as internal revenue reports, Department of 
Commerce, Federal Trade Commission, and trade papers — ^it is clearly shown that the 
proportion of molasses used in the manufacture of alcohol and mixed feeds, for the 
latest dates, calendar year 1920 and fiscal year ending June 30, 1921, is molasses used 
for alcohol making, 60 per cent; feed mixing, 40 per cent. On this basis there were 
used from the 1920 (fiscal year) imports, which totaled 160,123,653 gallons, 60 per 
cent for alcohol making, or 96,074,191.8 gallons; 40 per cent for feed mixing, or 
64,049,461.2 gallons; a total of 160,123,653 gallons. 

The feed mixers claim to produce 3,000,000 tons of molasses feed annually. The 
average molasses content of mixed feed being about 20 per cent, makes the estimate 
of 60 per cent of imports for alcohol and 40 per cent for feed mixing in agreement with 
the feed-mixer's statement as to his production of 3,000,000 tons and the 20 per cent 
average molasses content of mixed feed. 

You have before you exhaustive data in tabulated form in the brief submitted 
by Gray Silver. Having had the privilege of studying the official data contained 
therein previous to its fiUng, and out of deference to the committee, I would respect- 
fully refer same to you as correct, this reference and application confined solely to 
the tabulated data. 

Please note that molasses from our insular possessions, Porto Rico and ETawaii, 
should be treated as domestic production and not imports. 

Referring again to alcohol production, it is significant that this industry, although 
far the largest users of molasses in manufacture, has voiced no protest either against 
the tests for total sugars or the rates asked for. The producers of industrial alcohol 
use no other mixture in making their product, and since for each gallon of molasses 
(dependent on its total sugar content) produce from six-tenths to eighty-five one- 
hundredths gallon of alcohol, molasses being 60 to 85 per cent of their finished product, 
whereas in feed mixing the proportion is 20 per cent. The larger users of molasses 
both in volume and in proportion to finished product apparently are not protesting. 
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MOLASSES MIXING. 

It is significant that the leading opponents of the proposed new schedule on sirups 
and molasses — and allow me to say right here that the schedule is not restricted to 
blaclcBtrap but covers all grades of molasses; in fact, the word "blackstrap*' is not 
mentioned! in the act — are not feed mixers but mixers of sirup for human consumption. 
It is a well-known fact that thev take the by-products of the starch factories, com 
sirups, etc., and flavor them with cane molasses, which comes in direct competition 
with all of the pure cane and sorghum sirups grown in America. 

This is of vital importance to the cane-growing industry of Louisiana, but I am 
frank to say that I believe it is of more importance to the sirup producers outside of 
the State of Louisiana. 

The production of sirup in America for direct consumption is very material, as 
evidenced by the following report from the Yearbook of Department of Agriculture 
for 1920: 

Area of sugar cane and production of cane sirup in the United Slates, 1919 and 1920 

(not including sorghum). 



State. 



Total cane area. 



South Carolina 

Geor^ 

Florida 

Alabama 

Mississippi 

Louisiana^ 

Texas , 

Arkansas 

Total... 



1920 



Acres. 
9,300 
72,000 
28,000 
73,000 
35,000 
299,000 
16,400 
2,900 



535,600 



1919 



Acres. 

7,700 

67,600 

21,000 

62,500 

31,^00 

275,000 

12,600 

3,200 



Area har%'ested 
for sirup. 



1920 



Acres. 

8,900 

60,000 

24,000 

60,000 

29,000 

23,000 

7,100 

2,500 



481,000 I 214,500 



1919 



A cres. 
7,400 
56,000 
17,000 
51,000 
26,700 
20,800 
7,800 
2,200 



188,900 



Sirup made. 



1920 



Oallons. 

979,000 
9,697,000 
6,110,000 
10,298,000 
7,497,000 
6,274,000 
2,215,000 

437,000 



43,507,000 



1919 



Oallons. 
1,369,000 

10,640,000 
4,500,000 
8,480,000 
6,675,000 
3,672,000 
2,421,000 
336,000 



38,183,000 



1 Not including blackstrap. 
Sorghum for sirup: Acreage, production, and value, by States, 1920: and totals, 1917-1919. 



state or year. 



Virginia 

West Virginia. 
North Carolina 
South Carolina. 

Georgia 

Florida 

Ohio 

Indiana 

IlUnois 

Wisconsin 

Minnesota 

Iowa 

Missouri 

Nebraska 

Kansas 

Kentucky 

Tennessee 

Alabama 

Mississippi 

Louisiana 

Texas 

Oklahoma 

Arkansas 

Utah 

Total 

1919 

1918 

1917 



Acreage. 



Average 

yield per 

acre. 



Acres. 

11,000 ! 

5,000 I 

37,000 

15,000 

15,000 

fiOO 

5,900 

15,000 

8,900 

4,000 

3,000 

5,100 

49,000 

2,000 

5,000 

51,000 

20,000 

90,000 

72,000 

. 600 

7,900 

7,100 

42,000 

500 



Average 
Produc- I farm 
tion of price per 
sirup. gallon, 
Dec. 1. 



Gallons. 
100 
100 
100 
100 I 

94 
140 

91 I 

82 I 

75 

100 I 
96 I 

83 j 
95 
86 
95 ' 
90 
99 
00 ' 

110; 
94 
94 
90 

100 



472,900 



Oallons. 

1,110,000 

500,000 

3,700,000 

1,500,000 

1,410,000 

84,000 

537,000 

1,230,000 

668,000 

300,000 

300,000 

490,000 

4, 067, 000 

190,000 

4iO,000 

4, M.>, 000 

1,80(»,000 

8,910,000 

6, 48(), 000 

66,000 

743, 000 

090,000 

3, 780, 000 

50,000 



92. 8 43, 7Sfi, 000 



429,500 
374,800 
415,200 



«2.4 I 35,409,000 
79. I I 29, 64 1, 000 
90.3 37,472,000 



Cents. 
105 
135 
100 
100 
104 
100 
152 
140 
145 
180 
150 
143 
125 
135 
1 1^5 
107 
101 
90 
90 
100 
105 
108 
105 
IZ) 



Farm 
value, 
Dec. 1. 



Dollars. 

1,155,000 

675,000 

3,700,000 

1,500,000 

1.406,000 

84,000 

816,000 

1,722,000 

9fi9,000 

540,000 

^.V), 000 

701,000 

5,0M,000 

2.Vi, 000 

5.)H, (K)0 

5, IM,000 

1, MS, 000 

8,019,000 

5,8^2,000 

66,000 

780, 000 

752, 000 

3,9.i9,000 

62,000 



105.2 46, 13S.000 



110.3 39,0.>4,000 
96.3 2.S, 5 r2, 000 
69.5 I 20,055,000 
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All sirup brought in that can be used directly for human consumption or for the 
flavoring of mixed sirups comes in direct competition with both the cane and sor^mn 
sirup produced. 

COMPETITION WITH DOMESTIC PRODUCTION. 

The cont'»ntion that "blackstrap is blackstrap" is not only incorrect, but sinister 
in its purpose and e ffect on domestic sirups and molasses. Every grade of the domestic 
product is admittedly superior to that imported . In Louisiana the term * * blackstrap " 
IS often, by the buyers, made to cover even second and third molasses. If imported 
low-pade molasses is allowed to enter on a polariscopic test or total sugar test of » 
minimiun above 48 per cent, then this high-grade domestic product will continue to 
meet the low-quality imported molasses on the "blackstrap is blackstrap" level. 
Because of this very conaition to-day buyers are offering omy 2 cents per gallon to 
the producer for the domestic molasses, when even on the present depressed market 
this domestic molasses has an intrinsic value basis total sugars of 4 cents to 6 centfl 
per gallon. Yet, under the regulations and tariff by them proposed, the buyers in 



effect say, "Blackstrap is blackstrap. We offer 2 cents per gallon. Take it or turn 
your molasses into the bayou." 

There is no other product in America to-day so closely confined in its primary 
market as sirups and molasses, this with particular reference to the lower grades. 
The entire market is confined to three buyers, and in I^ouisiana it is even more restricted. 

We do not ask a duty that will add materially to the cost of mixed feed, alcohol, or 
table sirup, but we know that at 5 to 6 cents per gallon to the producer of domestic 
low-grade molasses and a proportionate price for the high-grade sirups there still is 
ample profits to users and converters of these sirups and a return to the producer that 
will enable him to provide containers for, rather than dump into the stream, his 
product. 

A duty on "sirups and molasses of 1 cent per gallon for molasses testing not above 
48 per cent total sugar with two hundred ana seventy-five one-thousandths of 1 cent 
for each additional degree of total sugars" will enable the domestic producer to sell 
his product based on its intrinsic value and at a price of 5 to 6 cents per gallon for 
blacKstrap. We think you will see the fairness of this and hope you will grant our 
request. 

STATEMENT OF D WIGHT E. HAKLIN, BEPBESBNTINa BWIGHT 
HAKLm CO., PITTSBXTBGH, PA. 

Mr. Hamlin. I will just file a brief. The subject has been covered 
so well that there is no necessity for me taking up any more of your 
time, and I will do that. 

The Chairman. You speak in conjunction with those who want 
either no duty or a small duty on blackstrap molasses ? 

Mr. Hamlin. Yes, sir; we want no duty. I am a feed manufac- 
turer and operate a farm in Pennsylvania. 

The Chairman. I know you do. 

(The brief is as follows:) 

Our troubles are exceptionally serious to us. In fact, a tariff of one-fourth cent 

Eer sallon on 48 per cent total sugars and an additional twenty-seven and one-half 
una»dths of 1 cent for each additional 1 per cent sugars on blackstrap molasseB 
will put the feed industry out of business. If the feed industry Ib put out of busi- 
ness, it will work a great hardship on thousands of dairymen, fat-cattle feeders, and 
truckmen and indirectly increase prices of all meats and dairy products. 

The situation is just this: The bill as it now stands reads one-iourth cent per gaUon 
duty on blackstrap molasses based on 48 per cent total sugars. Now, there is prac- 
tically no blackstrap molasses that tests as low as 48 per cent total sugars, and in the 
extremely rare instances where it tests as low as that the molasses is regarded as adul- 
terated. The average of imported blackstrap molasses would be about 54 per cent 
total sugars. Now, with the basic rate of one-fourth cent and an additional one- 
fourth cent, or, to be exact, two hundred and seventy-five one-thousandths of a cent, 
tor each 1 per cent additional total sugars above 48, you can see that the avenge 
blackstrap molasses will be assessed an extra IJ cents per gallon, or a total, with tne 
basic one-fourth cent, of more than IJ cents per gallon, and some of the higher-testing 
blackstrap, which may run as high as 60 per cent total sugars, would have to pay a 
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duty as high as 3^ cents per gallon. What we want to do is to get the basis changed 
80 that all blackstrap molasses can come in at the basic rate of not to exceed one- 
fourth cent per gallon. All previous tariffs have permitted all blackstrap molasses 
to come in at the basic rate, and this proposition of basing the duty on total sugar 
content is an entirely new proposition, and it certainly will not work in the case of 
blackstrap molasses, because wno could afford to import blackstrap molasses without 
knowing whether the duty was going to amount to one-fourth cent per gallon or 3^ 
cents per gallon? 

There would be no way of keeping the molasses separate and no way of telling 
what it was going to analyze until it reached this country. 

STATEMENT OF A. F. SEAY, ST. LOUIS, MO., BEPBESENTINa 
ST. LOUIS (MO.) AND EAST ST. LOUIS (ILL.; FEED MANUFAC- 
TUBEBS. 

Mr. Seay. I represent the St. Louis and the East St. Louis millers^ 
and also the Ralston Purina Co., who have mills located in St. 
Louis and East St. Louis, Nashville, BuflFalo, and Fort Worth, Tex. 

I am not ^omg to take up your time to tell you the situation that 
faces not onlj tne millers but ourselves as manufacturers, but with 
your permission we should be pleased to make a brief statement. 

I represent St. Louis (Mo.) and an East St. Louis (111.) molasses- 
feed mill interest, eiffht in number, also the Ralston Purina Co. of St. 
Louis, Mo., one of the largest manufacturers of molasses feed in the 
country, having mills located at St. Louis, Mo., East St. Louis, 111., 
Buffalo, N. Y., Nashville, Tenn., and Fort Worth, Tex. 

In our own company alone we employ some 200 traveling representa- 
tives andgive employment to hundreds of others in our mills and 
offices. Wnen all of the molasses-feed manufacturers are considered as 
a whole their total business nms into a tremendous volume, as shown 
bv the brief filed by the American Feed Manufacturers' Association. 
TTiis is an industry worth protecting, because it renders an economical 
service to the country at large. 

Through the combining of certain feed materials and blackstrap 
molasses together, which is fed in conjunction with all home-grown 
grains, we enable the farmer to produce meat and dairy products in 
a shorter period of time and at a lower cost per pound; at the same 
time allow him to eet more out of his home-grown grains than would 
be the case if he fed them without the molasses-feed mixture. So the 
molasses-feed business is not to replace home-grown grains but 
supplement them. 

Blackstrap molasses is the basic raw material for this industry. 
Our country doesn't begin to produce this commodity in sufficient 
quantities to operate our present industries. Records filed with 
your committee show that in the United States we produce only 
about 8 per cent of the total blackstrap molasses used. We believe 
that it is the purpose of the comunittee to protect home industries,, 
who depend on foreign materials with which to operate their plants, 
and permit them to secure such basic products at the lowest possible 
cost. 

We object to the present basis of the Fordnev tariff bill, which 
calls for a maximum of 48 per cent total sugars and a penalty for every 
1 per cent over this amount. Blackstrap molasses imported inta 
this country, as shown by statements already filed with you, varies 
tjonsiderably in the total sugar content, most of the cargoes running 
from around 50 per cent to over 60 per cent total sugars, and yet in 

81527— 22— bch5 16 
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the manufacture of molasses feed we can not possibly get any more 
for that testing 60 per cent total sugars than that testing 50 per 
cent. 

The nature of the business is such that blackstrap molasses is 
obtained from different shippers at the same time and stored to- 
gether in large storage tanks. It would be impossible to market the 
same brand of feed and say to the dealers and consimiers that this 
shipment has blackstrap molasses containing 6 per cent more suga 
in it and we will have to charge you so mucn more than we did wie 
last time. All sales are made at a definite price before the feeds are 
shipped. All blackstrap molasses, regardless of total sugar content 
has the same commercial value. ' 

A further study of the Fordnej tariff bill shows that even thou^ 
there are several grades of the different grains listed therein and tne 
markets in this countrjr pay a different price for the several grades^ 
yet this bill permits their importation on a flat rate as follows: 

Paragraph 723: Barley, hulled or unhulled. 15 cents per bushel. 

Paragraph 724: Buckwheat, hulled or unhulled, 30 cents per hundred pounds. 

Paragraph 725: Com or maize, 15 cents per bushel. 

Paragraph 727: Oats, hulled or unhulled, 10 cents per bushel. 

Paragraph 729: Rye, 10 cents i)er bushel. 

Paragraph 730: Wheat, 25 cents per bushel. 

We believe that it is the desire of your committee to permit the 
importation of molasses and sirups which can not be used for table 
purposes or from which there can not be made a further extraction 
of sugar without penalizing the feed manufacturers, and further that 
such molasses can not be used for any other purpose than for feeding. 

Upon investigation we find that where tne total sucrose content 
of molasses doesn't exceed 40 per cent it would be imfit for table use 
or the further extraction of sugar. We therefore hope that you will 
see your way clear to segregate blackstrap molasses in. a somewhat 
different way than you would molasses or sirups for table use or 
further extraction of sugar and consider same separately in the tariff 
on the basis of free entry or not over one-fourth cent per gallon duty. 

CANDT ASD COlfFECTIOirEBT. 

[Paragraph 506.] 

STATEMENT OF WALTER C. HUGHES, BEPBESENTING NATIONAL 
CONFECTIONERS' ASSOCIATION. 

Mr. Hughes. According to the 1919 census, there are about 3,150 
manufacturers in our association, representing an investment of 
about $315,000,000. In addition, we nave 3,500 candy jobbers and 
about 75,000 candy retailers, and these do not include the whole- 
sale grocers and wholesale druggists who are large distributors of 
candy. We have no record of the entire number. 

The total sales of the manufacturers for the year 1919 amounted 
to about $450,000,000. The total number of employees engaged in 
the industry, which does not include superintendents or smarted 
officials, was 76,000, and the total number of employees, Yrhxch 
includes everybody employed in the industry, is about 250,000. 

There is a direct relation between the duty on sugar and the duty 
on candy. The duty as proposed in the pending tariff bill is 30 per 
oent ad valorem. 
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Senator Watson. To what are you addressing yourself now? 

Mr. HuQSES. This is paragrapn 506. I should have stated that 
when I began. 

We recommend that the duty should be made 50 per cent ad 
valorem for these reasons. 

Senator Watson. What is it in the Fordney bill? 

Mr. Hughes. Thirty per cent ad valorem in the Fordney bill. We 
recommend that it should be made 50 per cent ad valorem. 

Sugar of 96® test, in the Payne- Aldricn bill, was 1.68 cents; refined, 
1.95 cents. At that time the duty on candy was 4 cents per pound, 
and 15 per cent ad valorem on candy under 15 cents per pound, 
and on candv over 1 5 cents per pound it was 50 per cent ad valorem. 
Under the Underwood bill tne auty on 96® test sugar was 1 .25 cents 
per pound; on refined sugar, 1.36 cents per pound; and the duty on 
candy was 2 cents per pound under 15 cents per pound, and 25 per 
cent ad valorem over 15 cents per pound. 

The duty in the Fordney tanff bill on 96® test sugar is 2 cents per 
pound; on refined sugar, 2.16 cents per pound with, as I said a 
moment ago, a dutv on candy of 30 per cent ad valorem. 

The* duty on 96 test sugar has oeen increased 60 per cent as 
compared with the duty that was in effect prior to the passage of 
the emei^ency tariff bill. Now, we must take also this fact into 
consideration, that the Underwood bill admitted sugar on the free 
list, on May 1, 1916, but that was repealed by Congress on April 27, 
1916. Therefore, with free sugar contemplated the duty on candy 
valued at 15 cents per pound or less was 2 cents per pound, and 
valued at more than 15 cents per pound 25 per cent ad valorem. 
On this same basis, if the duty is to remain 2 cents per pound on 96® 
test sugar and 2.16 cents per pound on refined sugar, tnen the duty 
on candy should be 50 per cent ad valorem. 

Senator Watson. Have you worked out that relationship to your 
own satisfaction ? 

Mr. Hughes. We have: yes, sir. 

With reference to the duty on other raw materials in which we are 
interested, just to show the effect they have upon oiu* costs, let me 
cite these illustrations. 

Almonds, not shelled, present duty 3 cents; proposed duty 5 
cents. Almonds, shelled, present duty 4 cents; proposed duty, 15 
cents. 

Walnuts, not shelled, 2 cents; proposed duty, 4 cents. Walnuts, 
shelled, 4 cents; proposed duty, 15 cents. 

E^g albumen, another item which must be taken into considera- 
ti<m. present duty, 3 cents; proposed duty, 15 cents. 

Tnere are approximately 165 different kmds of raw materials which 
the manufacturers use on which duties have been increased any- 
where from 10 per cent to 400 per cent, which, therefore, adds that 
much to their cost of production; and these raw materials include 
such supplies as essential oils, flavoring extracts, colors, and materials 
of that kind that increase the cost of the finished product. There- 
fore we are vitally interested with reference to these proposed 
increases in the duties on the various supplies that I have mentioned. 

Then there is another thing which we must take into consideration 
and that is the question of foreign competition. 
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There are many la^e mannf aoturers in Germany, Ekigland, France, 
and Canada; and prior to the Great War they produced candy in 
very large quantities. The economic conditions in these countrieB 
are such at the present time that they are going to seek foreign markets 
for their output. They must keep their plants running, and, there- 
fore, we can expect in tne near future that, unless there is an import 
duty which will protect us against this foreign competition, we are 
going to have yery serious foreign competition. The competition ihat 
we are going to naye from the countries that I have mentioned is 
goin^ to be on low-priced candies. It is yery likely that approxi- 
mately 80 per cent of the manufacturers in this counti^ wiU come into 
competition with candies brought in from foreign countries. We 
recently made a survey of the industry, and we know that 80 per cent 
of the output of the entire industry is sold by manufacturers at under 
20 cents a pound, and it is this grade of candy on which we expect the 
competition from foreign countries; that is, on the low-pricea candv. 

Senator Walsh. I do not think the imported candies are nearly 
so good as the American-made candies, even the poorer grades. 

Mr. Hughes. I am very glad to hear you say that, Senator Walsh. 

The imported candies were largely from England, France, and 
Austria. They were of special varieties which they made over there, 
but thoy are very likely more interested in selling the lower-priced 
candies rather than the candies of higher ^ade. 

We must also take into consideration the question of the low cost 
of production in these foreign countries. As an illustration, over 
there the wages and cost of materials, and on accoimt of the drawback 
allowed on exports, enable them to place these candies on the market 
at lower prices than they can be made for in the United States. 
As illustrative of this pomt, I am going to furnish you with some 
figures of wages paid to male and female workers in candy factories 
in those countries from which we will have the keenest competition. 

Senator Watson. You do not mean a common level of wages ? 

Mr. Hughes. I was just about to read them for the different coun- 
tries. 

Senator Watson. Very well. 

Mr. Hughes. Germany, 4 cents to 11 cents per hour; France, 4 
cents to 13.5 cents per hour; England, 14 cents to 26 cents per hour. 
The wages paid to the same classes of female and male workers in 
the United States range from 25 cents to $1 per hour. 

Senator Watson. Did you interpret that in wages paid in American 
money ? 

Mr. Hughes. Yes. This report from which I am reading was made 
for the benefit of the Ways and Means Committee of the House. 

Now, with reference to the Japanese competition. I want to say 
a word about that, and then I shall be through. We are reliaUr 
informed that the Japanese have been over here for the purpose of 
seeing whether there is an opportunity to sell their candies in this 
country. We know that so far as the Japanese are concerned they 
have large factories over there in Japan — m Tokyo, Yokohama, and 
Kobe — and they are equipped, as i know personally, with modem 
machinery, a great deal of wnich was manufactured here in the United 
States. They are thoroughly up to date in their factories. The low 
cost of production is due to the extremely low wages which they p«y 
employees, and also the low cost of raw materials. 
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The wages paid the male employees in candy factories average $1 
pw day, or $20 a month with board, as compared with $4 to $10 
per day for male workers here in the United States. • 

One of the largest Japanese firms is located at Tok]ro. That firm 
«mplo^ 2,000 laborers m its plant, and its plant is equipped in every 
way with modem, up-to-date machinery, and of course can compete 
with American manufacturers. 

Therefore we are in this position, that we must have a higher duty 
on candy in order to meet tnis foreign competition. We recommend, 
therefore, as I said a moment ago, that the duty should be made 50 
per cent ad valorem instead of 30 per cent ad valorem, as it is in the 
pending tariff bill. 

Senator McLean. You have the recent importations 1 
Mr. Hughes. No, sir. I would.be glad, however, to furnish you 
with those figures, Senator McLean, or include them in the brief 
which I would like to have the privilege of filing, if I may. 

Senator McLean. Are they increasing rapidly at the present time ? 
Mr. Hughes. I could not say as to that, because I would not be 
in a position to answer that question accurately, but we anticipate 
that we shall meet very serious competition in that direction. 

Senator Walsh. The imports for the 10 months of this year 
were 539,270 pounds, or about a half million pounds, and the pro- 
duction of the candy in*America, in 1914, was 154,000,000 pounds. 
Mr. Hughes. It is the future that we are looking to rather than 
the immediate present. 

Senator McLean. What percentage of the cost is labor cost ? 
Mr. Hughes. That depends entirely upon the circumstances. 
It depends upon the class of candy; that is, whether it happens to 
be hand made or whether it is machine made. I can not answer 
that question without knowing the particular candy which you have 
in mind. 

Senator McLean. Take the cheaper grades sold, for instance, at 
■around 20 cents per pound. That would represent a large proportion, 
would it not ? 

Mr. Hughes. Yes; 80 per cent. 

Senator McLean. About what percentage would the labor be ? 
Mr. Hughes. I would not want to say because I would not be 
able to give that information accurately. 

Senator Simmons. Do you export any candy ? 
Mr. Hughes. Prior to the war the exports were what you might 
call satisfactory. During the war they increased to a consideraole 
extent due to the conditions with which you are of course familiar. 
Since the war exports have fallen off rapidly. At the present time, 
while I have not the figures before me, I know that they are very 
much less than a year ago. 

Senator Simmons. The export trade before the war was some- 
where near $2,000,000, was it not ? 

Mr. Hughes. I should say just offhand, Senator — I would not 
quote this as a correct figure — that it would run probably less than 
tnat amount. 

Senator Simmons. This document here shows that the exports for 

1914 were valued at $1,329,000; in 1918, $1,856,000, an increase of 

about a half million dollars during the war. But even then the 

^exports — I am referring now to what they were before the war. 
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$1,300,000 — would be two or three times the imports. The value 
of the imports for the year 1921, or for the 10 months of 1921, were 
only $157,000. 

Mr. Hughes. What year? 

Senator Simmons. 1921. For the 10 months of 1921 they were 
only $167,000. It would seem to me that you had not much cause 
to complain of that in view of the fact that the domestic production 
before the war was about 164,000,000 pounds. 

Mr. Hughes. I mi^ht say in answer to that question 

Senator Simmons Tinterposing). Certainly there is nothing in the 

E resent condition or in past conditions that would justify the appro- 
ension you have expressed, and I do not think you have given the 
committee any special reason, or any particular reason for supposing 
that the future would be worse than the past. 

Mr. Hughes. We can say this with what you might call a reasonable 
degree of assurance, that we are going to have more intensive competi- 
tion from these foreign countries. I mean that we are going to nave 
it from this time on, perhaps not in the next month or the next six 
months, but during tne course of a few years. The comi>etition is 
going to be more intense than it was before the war. 

Senator Simmons. It did not run in the line of candy before the 
war or during the war, so why do you suppose the competition 
from over there will hereafter run strongly In the line of candy ? 

Mr. Hughes. For this reason, that these factories over there are 
going to keep going. They are going to find markets for their prod- 
ucts in foreign countries, mcludmg the United States, and for that 
reason we expect that they are going to get into this market stronger 
than ever beiore. 

Senator Simmons. Suppose they were to go into the market many 
. times stronger, still our imports would not. be equal to the exports. 

Mr. Hughes. They will nave the advantage, however. 

Senator Simmons. I do not know about that — ^not any more so. 

A£r. Hughes. There are lower production costs and wages. 

Senator Simmons. But they had that advantage before the war, 
or at least the gentlemen who came before the committee before the 
war told us that. 

Mr. Hughes. But not to quite as great an extent. Senator Simmons, 
as they have at present. Conditions over there, as you know, are 
veiy serious now. They are much more serious than before. 

^nator Walsh. You are troubled more about the ingredients 
than with the imports of the candy itself, are you not? 

Mr. Hughes. Yes. 

There is no objection to the ad valorem duty of 50 per cent that 
we are advocating. It gives the Government that much more rev- 
enue by 20 per cent on anything that comes in. 

BRIEF OF WALTEB O. HUaHBS, REPRESBlTTUra THB BATIOBAL CONFBCTIOBXBS' 

ASSOOIATION. 

SIZE OP INDUSTRY. 

The confectionery industry is one of the largest industries in the United SUUf. 
There are approximately 3,150 manufacturers, with an investment of about 
$315,000,000, who sell the wholesale and retail trade, consisting of approximately 
3,600 candy jobbers and 75,000 candy retailers. 
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This, however, does not include several thousand wholesale and retail grocers and 
wholesale and retail dri^ggists, through whom a lai^e volume of candy is distributed . 

We have no means ofknowing the value of the investment of the wholesalers and 
retailers, but it is obviously very great. 

The total value of the output of the manufacturers for the year 1919 was approxi- 
mately $450,000,000. 

The total number of employees engaged in the manufacture of candy, which does 
not include salaried officials, managers, office employees or salesmen, or the employees 
of the jobbers and retailers, is approximately 76,000. 

The total number of employees engaged in the industry is approximately 250,000. 

DUTY ON CANDY AS COMPARED WITH THE DUTY ON 8UOAR. 

The proposed duty will not give adequate protection to our industry, and we respect- 
fully request that the duty on candy and all confectionery be made 50 per cent ad 
valorem. 

There is a direct relation between the duty on sugar and the duty on candy and 
confectionery. 

The duty on sugar as provided in recent tariff bills is as follows: 





Sugar. 


Candy. 




96- test. 


Refined. 


Under 15 cents per poand. 


Over 15 cents per pound. 


Payne 


Cents. 
1.68 

1.25 
2.00 


CenU. 
1.95 

1.36 
2.16 


4 cents per pound and 15 per 

cent ad valorem. 
2 cents per pound 


50 per cent ad valorem. 


Underwood.. 


25 per cent ad valorem. 
30 per cent ad valorem. 




30 per cent ad valorem 







The duty on raw sugar 96^ test in the pending tariff bill as compared with the 
present duty as provided in the Underwood bill is increased approximately 60 per 
cent. 

Furthermore, the Underwood bill provided that sugar should be placed on the free 
list on May 1, 1916, but this provision was repealed by Congress on April 27, 1916. 

Therefore, with free sugar contemplated, the duty as provided in the Underwood 
bill on candy and all confectionery valued at 15 cents per pound or less is 2 cents per 
pound, and valued at more than 15 cents per pound, 25 per cent ad valorem. 

On tne same basis, with the duty on raw sugar 96° test 2 cents per pound as proposed 
in the pending tariff bill, the duty on candy and all confectionery should be at least 
double the present duty which would be |)ractically the same as the duty in the 
Pavne-Aldrich bill and we are therefore asking for a uniform duty of 50 per cent ad 
valorem. 

DUTY INCREASED ON OTHER BASIC RAW MATERIALS. 

The present and proposed duties on various other raw materials, which are used in 
large quantities by manufacturing confectioners, are as follows: 



Present 
duties. 



Proposed 
duties 



Almonds: 

NotsheUed 


Cents. 
3 
4 

2 
4 

3 


Cents. 
5 


Sh6Ued 


15 


Walnuts: 

NotsheUed 


4 


Shelled 


15 


S(f albamen , . 


15 







The duties on 165 kinds of materials used by manufacturing confectioners have been 
increased from 10 per cent to 400 per cent, such as the increased duties on essential 
oils, flavoring extracts, and colors, which further increase our cost of production and 
make it still more difficult for us to compete with foreign manufacturers and which is 
Burely going to be a terious factor in the development of our industry. 
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We are therefore vitally interested in the proposed duties on various raw materials 
and especially in the proposed duties on shelted nuts, which we consider are unreason- 
ably high. 

Furthermore, our industry is burdened with taxation to such an extent as to furtlier 
increase our cost of production and make it .possible for foreign competition to enter 
this market. 

FORBION OOMPBTrnON A SERIOUS FACTOR. 

There are many large candy factories in Germany, England, France, and Canada 
which, prior to the great war, shipped candy into this country in large quantities. 
Smaller quantities were shipped from various other countries. 

The economic conditions m these countries will force the owners of these laige 
candy factories to sell their surplus production in foreign markets, and the United 
States will be an inviting field. 

Taking into consideration these conditions, it is evident that in the very near 
future we must contend with intensive foreign competition unless we are ^ven 
adequate protection by a higher duty than that provided in the pending tariff bill. 

FORBION COMPBTTnON ON LOW-PRICED CANDIES. 

Foreign competition will be on low and medium priced candies. Such candies are 
sold by manufacturers in the United States at prices averaging 20 cents per pound 
and less. 

The cost of production has not decreased to such an extent as to enable United 
States manufacturers to make any further reduction in their prices and at the same 
time make a decent-living profit. Manufacturers have reduced their prices on an 
average approximately 50 per cent. 

The slight decreases in the prices of some few basic raw materials are more than 
offset by the proposed increase in the duty on sugar and various raw materials and the 
increase in labor and overhead expenses, the latter, as compared with 1920, showing 
an average increase of about 40 per cent. 

The low and medium priced candies are staple lines on which there is the keenest 
local competition. They are sold at a vejy narrow margin of profit and constitute 
approximately 80 per cent of the entire output of all kinds of candy. 

Therefore 80 per cent of the entire output of the industry would be seriously menaced 
by low-priced foreign candies. 

LOW COST OF PRODUCTION IN FOREIGN COUNTRIES. 

Candy manufacturers in England, Germany, France, and Canada can produce the 
same grades of candy at a much lower cost of production than United States manu- 
fafcturers, largely due to lower duties on various raw materials and drawbacks allowed 
on exports by tnese countries. 

Wages and the cost of sugar and other materials are very much lower. 

Wages paid to male and female workers in candy factories in those countries from 
which we will have the keenest competition are as follows: Germany, 4 cents to 11 
cents per hour; France, 4 cents to 134 cents per hour; England, 14 cents to 26 cents 
per hour. 

Wages paid the same classes of male and female workers in candy factories in the 
United States average from 25 cents to $1 per hour. 

JAPANESE COMPETITION. 

We are reliably informed that Japanese candy manufacturers are making extensive 
investigations relative to the opportunities for the sale of their products in the United 
States. 

Should they invade this market, as they very likely will do, it will be a very serious 
matter for our industry. 

The low cost of production, due to extremely low wages and low cost of raw mateiiab 
and packages, would enable them to flood this market with low-priced candies and 
would make them very formidable competitors. 

Wages paid male workers in candy factories in Japan average about $1 per day, or 
120 per month with board, as compared with $4 to $10 per day paid to male candy 
workers in the factories in the United States. 

The candy factories in Tokyo, Yokohama, and Kobe, we are reliably informed, are 
equipped with the most modem, up-to^ate candy machinery, a great deal of which 
was manufactured in the United States. 
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The quality of the candy manufactured in these plants and the method of pack 
compares very favorably with similar kinds of candy manufactured in the Unit 
States and England. 

The Morinaga Confectionery Oo. (Ltd.)> of Tokyo, emplovs 2^000 male and female 
wcriDers and is one of the laii^t concerns of its kind in either £urope and Asia. 

OYSBBXPANSION 07 INDU9TBT IK THS UNFTBD 8TATS8. 

The confectionery industry in the United States has always been highly competitive, 
and, furthermore, due to overexpansion during the war period there vC now serious 
overproduction and keener competitive conditions than ever before and a further 
invasion by low-priced foreign competition would be disastrous. 

mOHXB DTJTT ABSOLUTXLT NBCSBSABT* 

We are^ therefore, appealing to you for adequate protection through a higher duty. 

There is no opposition to a higher duty, and it would give our industry the pro- 
tection which we must have against ruinous foreign competition. 

We trust, therefore, tluit our request for a duty on candy and all confectionery of 
50 per cent ad valorem will receive your favorable consideration. 

81627— 22— WH 5 17 
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Schedule 6. 
TOBACCO AND MANUFACTURES OF. 



TUBEISH TOBACCO. 

[Paragraphs 601 and 605.] 

8TATEMBNT OF JTTNIITS PABEEB, NBW YOBE CITY, BBPBESElfT- 
ING AMEBICAK TOBACCO CO. 

•The Chairman. Mr. Parker, you reside in New York and represent 
the American Tobacco Co. ? 

Mr. Parker. Yes, sir; I reside in New York City, and I am the 
general counsel of the American Tobacco Co., but in this hearing, at 
the instance of, I think, all cigarette manufacturers, I represent them. 
I sav I think I represent all of the cigarette manufacturers, at least 
the larger cigarette manufacturers. 

The Chairman. Will you give a list of the cigarette manufacturers 
represented by you ? 

Mr. Parker. The R. J. Reynolds Tobacco Co.; Liggett & Myers 
Tobacco Co.; P. Lorillard Co. (Inc.) ; the Tobacco Products Corpora- 
tion; Larus & Bro. Co.; Bloch Bros. Co.; and I have also been asked 
to speak on behalf of or represent the Tobacco Merchants' Associa- 
tion of the United States^ which includes in its membership sub- 
stantially all of the other cigarette manufacturers. 

The Chairman. How many of them are there? 

Mr. Parker. .The last report of the Internal Revenue Commis- 
sioner shows about 200; that is, 198 or 200 or 201; I do Hot answer 
exactly. 

The Chairman. In general, the cigarette manufacturers ? 

Mr. Parker. In general, the cigarette manufacturers. 

The Chairman. Where are they located principally ? 

Mr. Parker. A good many of them in New York, a good many in 
Illinois, and some in New Jersey; the smaller cigarette manufacturers 
are usually in the large cities and their brands have a large but local 
consuinption. 

The Chairman. Have you a list of these some 200 other manufac- 
turers, Mr. Parker? 

Mr. Parker. No, sir; I have not. Senator. 

The Chairman. They are in the report of the Commissioner of 
Internal Revenue, are they ? 

Mr. Parker. No, sir; the names are not in the report, but the 
number is in the report. 

The Chairman. Where could the committee get the names ? 

Mr. Parker. Mr. Dushkind has the Tobacco Merchants' Associa- 
tion list of these cigarette manufacturers. 

2419 
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Mr. DusHKiND. We have a partial list that is not altogether oflScial. 

The Chairman. Could the committee be furnished with a list as 
complete as may be ? 

Mr. Parjcer. Certainly, sir. . 

The Chairman. Proceed, Mr. Parker. 

Mr. Parker. The provision of the Fordney tariflf bill which 1 
shall discuss is that provision which advances the rate of duty on 
Turkish tobacco from 35 cents to $1 a poimd. I earnestly protest 
against that increase or any increase, on tehalf of all of the cigarette 
manufacturers. 

The language of the Fordney bill is confused, but I need not stop 
to discuss at any length that confusion. There is a provision that 
filler tobacco shall be increased from 35 to 45 cents a pound for 
unstemmed and from 50 to 60 cents a pound for stemmed, with the 
provision that that class of filler tobacco that is habitually used with- 
out stemming shall bear the same rate as stenmied tobacco; that is, 
60 cents a pound instead of 45; and Turkish tobacco is about the 
only tobacco that we know of that is used without stenmiing, and 
on that there would appear to be imposed a duty of 60 cents. But 
then it provides further that the tobacco that is known as Turkish 
shall bear a rate of $1 a pound. 

I understand there have never been any hearings before the Ways 
and Means Committee, but I understana also that this increase in 
the rate on Turkish tobacco was induced on the theory that Cali- 
fornia could grow Turkish tobacco if it were properly protected, and 
it was for that reason that I had some anxiety to hear Mr. Aram, 
who, so far as I know, represents the California Turkish tobacco 
growing industry. I do not know upon what basis this request is 
to be made, because I have never heard Mr. Aram. 

Senator Simmons. Have they, up to this time, grown any tobacco 
of the Turkish type in California ? 

Mr. Parker, rfo. Senator. No tobacco has ever been grown of 
the Turkish type, in my judgment, in California. The total Cali- 
fornia crop of tobacco — which is California tobacco and not Turkish 
tobacco — in the year 1920 was 200,000 pounds, as stated in the 
memorandum filed by Mr. Aram with the Ways and Means Com- 
mittee. 

Senator Simmons. Is that essentially different from the other 
cigarc^tte tobaccos grown in this country ? 

Mr. Parker. Essentially different? Yes; I think in the same 
sense that hurley is different from Virginia, and in the same sense 
that Wisconsin is different from Maryland, and not otherwise. 

Senator Simmons. Would the California product in any wav take 
the place in the manufacture of cigarettes of Turkish-grown tobacco i 

Mr. Parker. Not at all; it is not substitu table. 

Before I proceed with the California situation 

Senator La Follette (interposing). In what respect is it sixnilar 
to the Turkish tobacco, if there is any similarity? 

Mr. Parker. There is some similarity. The similarity comes from 
its being grown from Turkish seed, and the first crop that is grown 
from the fresh seed preserves some of the characteristics of the seed 
from which it is grown, the differences being made by the soil and 
the climate, precisely like Wisconsin tobacco has a resemblance to 
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Cuban tobacco, because it originated from the Cuban seed. But 
before we get to this California matter, if you will permit me, allow 
me to refer to some of the general considerations. 

There is imported into this country substantially 40,000,000 

Sounds of Turkish tobacco. An advance of 65 cents a pound would 
e an advance of substantially $26,000,000 on that unportation. 
There are produced in this country substantially 50,000,000,000 
cigarettes. The production in the last fiscal year came down to 
about 47,000,000,000 from about 53,000,000,000 the year before. But 
there has been some picking up of the business since, because of the 
introduction of some new ana cheaper brands, so I think it is fair 
in round numbers to say that there is a business in this country 
of substantially 50,000,000,000 cigarettes, and there are 40,000,000 
pounds of Turkish tobacco imported — a proposed increase, therefore, 
of the tax on cigarettes of $26,000,000 is, as applied to the whole 
cigarette business, an increase of substantially 50 cents a thousand. 

Senator La Follbtte. What is the value of those 40,000,000 
poimds of imported Turkish tobacco ? 

Mr. Parker. It varies very much. 

Senator La Follette. I suppose it does. 

Mr. Parker. In a general way, I think that as an average it 
costs 55 to 70 cents in Turkey, with 35 cents a pound additional, 
or a little more than $1 a pound, duty paid. 

The Ways and Means Committee and the Senate Finance Com- 
mittee, with no hearings before either, but with the information 
derived from the Treasury Department and from the Revenue 
Department, concluded, and I think very wisely, that no branch 
of the tobacco business could be safeljr subjected to increased taxes. 
The only branch that seemed flourishing at all, and even that had 
fallen off 11 per cent, was the cigarette business. Therefore, I 
think that there has been an adjudication, as it were, that there 
ought not to be an addition of 50 cents a thousand to the cigarette 
tax, and«that is what this proposed advance would amount to as a 
revenue measure spread over the whole cigarette business. 

The Chairman. Did not the Secretary of the Treasury suggest 
the propriety of raising the tax for internal revenue ? 

Mr. rARKER. He gave that as one of the suggestions; I never 
imderstood that he suggested it otherwise than to give a list of things 
from the taxation of which a deficit might be covered. 

Senator Simmons. The Secretary of the Treasurv, if the chairman 
will pardon me, and Dr. Adams. -speaking not, 1 believe, of tariff 
duties, suggested and stated that in their opinion the tax now im- 
posed upon tobacco was as high as it was profitable for revenue 
purposes. 

Mr. Parker. That has been my understanding. There were no 
hearings before the Finance Committee; there were no hearings before 
the Ways and Means Committee. But every line of the tobacco busi- 
ness had fallen off; the cigarette business had fallen off over 5,000,- 
000,000, or 11 per cent. 

Senator Smoot. Of course, Mr. Parker, you know that the amount 
of cigarettes now has even increased. 

Mr. Parker. Are increasing compared with those months which 
showed a falling off ? 

Senator Smoot. Yes. 
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Mr. Parker. And I wanted to deal, Senator, with the utmost frank- 
ness — I have a feelm^ that part of that decrease in 1920 was that pe- 
culiar condition, beginning in the fall of 1920, of stagnation, but I 
do think you ought to remember this 

Senator Smoot (interposing). There was another reason dso, Mr. 
Parker. Of course, there were quite heavy purchases before that slump 
in the number sold, and now that has all been disposed of and it is 
normal again. 

Mr. Parker. No, Senator, it is not normal again, and I will tell you 
whv. 

Senator Smoot. What I meant to say was that the stock is normal, 
and the purchases are normal, and there is the regular rate of buying; 
they have to buy as they need them. 

Mr. Parker. No. I will tell you what is reflected in the reducing 
costs of tobacco. The American Tobacco Co. got out a cheaper brand 
called *' 111." The Liggett & Myers Tobacco Co. got out a cheaper 
brand and the Lorillard Co. got out a cheaper brand; and the tobacco 
people believe that the increases lately have been from the distribu- 
tion of tJiose new brands which have not gone into consumption. 
But. Senator, the fiscal year 1920 showed 53.000,000,000; the fiscal 
year 1921; or ending June 30, 1921; showed 47,000,000,000. 

I was assuming — and I believe, so far as we can judge, that is a 
fair assimiption — that we have a business of substantially 50,000,- 
000,000. 

Senator McLean. What did you say the consumption in 1914 was! 

iir. Parker. The consumption in 1914 was very much less. I 
have the figures here given by the commissioner's return. I haven't 
it in fiscal years; this is calendar years. In 1914 the business was 
onlv 16,000,000,000. 

Senator McLean. And the increase has been very rapid, has it not! 

Mr. Parker. It has been verv rapid; the increase in the cigarette 
production in this country has been enormous. In 1910 it was only 
8,000,000,000; m 1919 it was 53,000,000,000; in 1920 it was 47,000,- 
000,000. 

Senator Watson. What about the imports during that time ? 

Mr. Parker. Of what — ^Turkish tobacco ? 

Senator Watson. No, cigarettes ? 

Mr. Parker. Very slight. The importation of Turkish tobacco 
has increased. 

Senator La Follette. In what branch of the cigarette business 
was there a slump — ^in the whole ? 

Mr. Parker. So far as I know, in the whole business. 

Senator La Follette. If there was a diminution in consumpti<m, 
have you any means of knowing in what grade of cigarette consump- 
tion there was a falling off ? 

Mr. Parker. No, Senator; I do not think theire is anybody who is 
informed. Different brands fared differently, but I do not think it 
was in any particular grade of consumption. 

Senator McLean. How about the price; was that increased? 

Mr. Parker. The price of cigarettes has been increased from time 
to time with the increase in taxes, and the price has been maintained 
high because of the tremendous increase in the cost of leaf tobacco. 
Prices are now going down, firat by putting out new brands that sell 
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20 for 15 centB instead of 20 for 20 centB, and, second, in the reduc- 
tion in the price of staple brands. 

Senator McLean. You are doing a pretty good business now, I 
take it? 

Mr. Parker. The ^arette manufacturers ? 

Senator McLean. The American Tobacco Co. 

Mr. Parker. The American Tobacco Co., yes. The American 
Tobacco Co. is doing a good business, but the American Tobacco 
Co.'s rate of profit on output or rate of profit on capital is not higher 
now than it was in 1912. 

Senator La Follette. How high is it ? 

Mj*. Parker. The last annual repK>rt of the American Tobacco 
Co. showed a rate of profit on its capital investment of about 10 per 
cent, and a rate of profit on its output of about 11 per cent. 

Senator McLean. I think I saw m the paper the other day that 
the American Tobacco Co.'s earnings on common stock was some- 
thing like 20 per cent. 

Mr. Parker. I think that is so, but that is because our common 
stock is small and our preferred stock and bonds, with a low rate of 
interest, is very large. 

Senator La Follette. What is your common stock ? 

Mr. Parker. The common stock was $40,000,000 as compared 
with over $100,000^000 of other securities. A stock dividena was 
declared some time ago. But the report of the American Tobacco 
Co., differing in that respect from the other tobacco companies, be- 
ginning as far back as 1905 or 1906, has constantly given tne amount 
of sales, the amount of profit, the percentage of profit on the sales, 
and the percentage of p rofit on the investea capital. 

Senator McLean. Wnat do you handle besides cigarettes ? 

Mr. Parker. Tobaccos. 

Senator McLean. Leaf tobacco ? 

Mr. Parker. Oh, no; not leaf tobacco. We are manufacturers of 
established brands, like Bidl Durham; plug and smoking. Then we 
are interested in a cigar company by stock ownership; I mean pub- 
licly interested in the American CSgar Co. So the American Tobacco 
Co.'s activities include tiie whole EfAd. 

Senator McLean. The American Cigar Co. buys leaf tobacco ? 

Mr. Parker. It buys leaf tobacco as the American Tobacco Co., 
because it has to do it in order to manufacture. 

Senator McLean. So that vou are interested in leaf tobacco ? 

Mr. Parker. Oh, tremendously interested in our raw material, 
but I thought you meant dealing in leaf tobacco. 

Senator Smoot. You are objecting to the putting of $1 per poimd 
on filler tobacco, known as Turkish tobacco. If that $1 a poimd 
was taken off, are you still objecting to the increase on filler tobaccos 
not specifically provided for, increased from 35 to 45 and from 50 
to 60 cents ? 

Mr. Parker. Yes, sir. But I would not discuss that, Senator, 
because that is largely a cigar proposition, and the cigar industry is 
represented here. 

Senator Smoot. Then you are simply objecting to the rate of 
Turkish tobacco of SI a pound? 
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Mr. Parker. That is so. I said, in the first place, that I did not 
believe the cigarette industry would stand an increase of 50 cents a 
thousand. 

Senator Watson. What proportion of the cigarettes made in the 
United States does your company make ? 

Mr. Parker. I tmnk about 20 per cent. 

Senator Watson. Do you use Turkish tobacco in all the cigarettes? 

Mr. Parker. We do not use Turkish tobacco in all the cigarettes 
we make. 

Senator Watson. In what proportion of the cigarettes that you 
make do you use Turkish tobacco ? 

Mr. Parker. In 80 per cent — not the American Tobacco Co., but 
the cigarette industry of the country. And there we come to the 
gross injustice of this proposed increi^se of rates. 

Senator Watson. Do the other cigarettes made by other companies 
contain Turkish tobacco in the same proportion ? 

Mr. Parker. They diflFer. The Liggett & Myers Co. has a brand 
called ''Piedmont,'' much advertised, which is pure Virginia. The 
American Tobacco Co. has a brand called " Sweet Caporal that has a 
small infusion of Turkish. 

But the three leading brands in this country to-day in sales are 
Camel, Lucky Strike, and Chesterfield; and every one of those uses 
a proportion of Turkish tobacco. I know how much Lucky Strike 
uses, Dut I do not know how much Camel uses and I do not know 
how much Chesterfield uses, and I suppose the manufacturers do 
not think I would be perfectly reliable in telling how much Lucky 
Strike contains, and I am sure they would not be m telling how much 
Turkish these other brands use. 

But you noted that tremendous growth in the cigarette business. 
That tremendous growth is precisely coincident with the develop- 
ment of the blended cigarette. In 1910 there were hardly an? 
blended cigarettes made; in 1920 we consider that 70 per cent of all 
the cigarettes made are blended cigarettes. 

Senator Watson. What do you mean by that ? 

Mr. Parker. There were 50,000,000,000 cigarettes manufactured 
in this country, and of that amount we think about 70 per cent are 
blended; about 20 per cent are pure domestic, and about 10 per cent 
are pure Turkish. Those are estimates. 

Apply those percentages to the 50,000,000,000, and you have 
35,000,000,000 cigarettes that are blended, some 10,000,000,000 that 
are pure domestic, and some 5,000,000,000 Turkish. 

Senator Walsh. And in the blended cigarette is the Turkish 
tobacco usually used ? 

Mr. Parker. You can work that out pretty well. Forty million 
pounds are brought into this country; at the rate of about 3 pounds 
per thousand to make the 5,000,000,000 pure Turkish requires about 
16,000,000 pounds. If you deduct that you will have 24,000,000 
pounds, and when you divide that 24,000,000 pounds into the 
35,000,000,000 cigarettes you get about 20 per cent Turkish. 

I have no doubt that some brands use more than 20 per cent 
Turkish; for instance, Fatima and Omar. I have no doubt some 
use less than 20 per cent; but it is about 20 per cent, those figures 
show. 

Senator Walsh. In the blended cigarette ? 



Digitized by 



Google 



TOBACCO AND MANUFACTURES OF. 2425 

Mr. Parker. In the blended cigarette. Now, 20 per cent of the 
tobacco being Turkish, 80 per cent or four times as much is domestic, 
and unless we cigarette manufacturers are wrong, the development 
of this blended business has meant what? That in the blended 
cigarettes alone we are consuming 96; 000, 000 pounds of domestic- 
grown tobacco — grown in North Carolina, Vii^nia, South Carolina, 
and Kentucky, because hurley has come to be used m cigarettes very 
much now. 

There are 96,000,000 pounds of domestic used in making these 
blended cigarettes, whereas in 1910 the total cigarette consumption 
of leaf tobacco in this country was only for 8,000.000.000 cigarettes, or 
about 35,000,000 pounds. 

Therefore, Mr. Chairman and gentlemen of the committee 

Senator Watson (interposing). Is there a greater demand by the 
trade for the Turkish cigarette than the ones purely American ? 

Mr. Parker. Generally. But, of course, the cigarettes are suc- 
cessful when they appeal to the smoker. 
Senator Watson. That is what I am asking about. 
Mr. Parker. If you want to know what are the most popular ones, 
judged by the volume of sales, I think I have indicated it by saying 
70 per cent in volume of sales are the blended cigarettes. 
Senator McLean. They are cheaper than the pure Turkish ? 
Mr. Parker. They are cheaper than the pure Turkish, but the 
same price as the pure domestic. Take Liggett & Myers Co. It has 
two brands of cigarettes, both of which are aistributed well and botJi 
of which are manufactured well. One is called the ** Piedmont," an 
older cigarette brand; the other is called *' Chesterfield." I do not 
know their figures. They sell at the same price, but I venture the 
statement that Chesterfield outsells the Piedmont two to one. 

Senator McLean. Dq vou think the average smoker can tell the 
diflFerence with his eyes shut ? 
Mr. Parker. Yes; I think he can. 
Senator McLean. Or with them open? 

Mr. Parker. I think if he did not tell by the first cigarette that 
he will tell in the consumption week in and week out. 

Senator McLean. You say this enormous increase in the con- 
sumption came with the blended cigarette. It also came with the 
war, did it not ? 
Mr. Parker. No, indeed. Senator. It began long before the war. 
Senator McLean. It '* began " ? 

Mr. Parker. No, indeed. You see*, these figures do not include 
export figures, because export cigarettes do not pav any internal 
revenue. Therefore, I can go right up the line. In 1910 it was 
8,000,000,000; in 1911 it was 10,000,000,000. 
Senator Walsh. Of what ? 
Mr. Parker. Of cigarettes. 
Senator Walsh. Of all cigarettes ? 
Mr. Parker. Of all cigarettes. 

Senator Walsh. I was asking about the blended cigarettes. He 
asked you if the blended cigarettes had not increased during the war. 
Senator McLean. The cigarettes increased enormously during the 
war. It might have began before the war. 

Mr. Parker. TTie increase, so far as our soldiers consumed them 
in France, is not reflected here at all. 
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Senator McLean. But they got the habit there? 

Mr. Parker. The increase has been in greater proportion 

Senator McLean (continuing). And I assume they have not dis- 
continued the habit on the return very largely ? 

Mr. Parker. In 1910, it was 8,000,000,000; in 1911, it was 10,000,- 
000,000; in 1912, it was 13,000,000,000; in 1913, it was 15,000,000,000; 
in 1914, 16,000,000,000; in 1915, 17,000,000,000; in 1916, 25,000,- 
000,000. But we had not gone into the war in 1916. 

Senator McLean. No; but the war was on. 

Mr. Parker. But these figures do not include those shipped to 
foreign Governments, because they do not buy internal revenue 
stamped goods, and therefore they are not a part of these figures. 

Senator McLean. You have got 25,000,000,000 to account for 
after the war began, which is something of an increase. 

Senator Walsh. Why is it that blended cigarettes are not more 
expensive than domestic cigarettes, in view of tne tariff ? 

Mr. Parker. Well, in the first place, domestic leaf tobacco has 
been very high. For instance, I am familiar with the Lucky Strike 
brand, because I represent the American Tobacco Co. always. After 
the armistice, when hurley tobacco remained very high and when 
shipping facilities were established well with Turkey, and the crops 
from there came over, our Turkish content in Lucky Strike cost us less 
than the Burley content. But that did not induce us to put in more 
Turkish, because we had a blend that had shown its popularity, and 
whether a blend is popular or not depends not on relative prices; and 
it does not depend on relative qualities, except as the quality appeals 
to the smoker. 

The American Tobacco Co. makes pure domestic cigarettes, as 
well as blended, and its livelihood is not dependent upon the Turkish 
cigarette. 

Liggett & Myers Co. makes pure domestic cigarettes and blended 
cigarettes. The Reynolds Tobacco Co. makes blended cigarettes. 
But if you take the small manufacturers they almost all make pure 
Turkish cigarettes; and to increafie 

Senator Smoot (interposing). Pure Turkish? 

Mr. Parker. Pure Turkisn — the small manufacturers; it is the 
local men in the cities, and so on. Their business is almost all pure 
Turkish. 

Now, if you increase the duty as proposed in this bill, vou increase 
the tax per thousand on the pure Turkish cigarette to the extent of 
$2 a thousand. The internal-revenue tax now is $3. The duty at 
35 cents, 3 pounds to the thousand, makes a total of $4, and there- 
fore you will have a tax which would applj; to the pure Turkish 
ciffarette of $6 a thousand, which is simply, in my judgment, pro- 
hibitive. 

Besides that, you are doing a vast injustice in putting this addi- 
tional revenue oi $26,000,000 not on the whole industry but on the 
particular brands, because particular brands have been advertised 
and built up at the expense of tremendous sums of money; and when 
you destrov the blend, when you destroy the formula of manufacture, 
you have destroyed the brand. A brand that is 10 per cent Turkish 
and 30 per cent burley and 40 per cent Virginia and 20 per cent 
Maryland — if it is to preserve its identity it has got to preserve those 
percentages, and to legislate to impose a tax lalling unequally on 
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diflferent manufacturers is the height of injustice to the manufacturer. 
And in saying that I am not particularly speaking in the interest of the 
American Tobacco Co., because that injustice can better be stood by 
the American Tobacco Co. and Liffiett & Myers than any other two 
manufacturers. Take such as Lormard, the Tobacco Products, and 
the small manufacturers, and it would be destructive of their business. 

I think, therefore, that from the point of view of revenue, from the 
point of view of the conservation of established brands and businesses, 
from the point of vifew of the interests of the Virginia, North Carolina, 
and Kentucky growers, that any increase on the tax on this Turkish 
leaf is very disastrous. Senator Simmons, at least, will remember 
that 10 years ago, or 12 years ago, when the pure Turkish business 
was growing, some North Carolina farmers and Virginia farmers, or 
spokesmen for them, took up with some Members oi the Senate and 
House from North Carolina and Vireinia the question of the increase 
in duty on Turkish tobacco for the protection, as they said, of 
Virginia and North Carolina tobacco. They abandoned that; it 
never was brought before anv committee, because they came to 
realize, even at that time, that the blended cigarette had potentialities* 
to the great benefit of Virginia and North Carolina farmers and not 
to their detriment; and time has shown the wisdom of that abandon- 
ment, because, as I said a minute ago, at that time the total tobacco 
used in cigarettes of all sorts was only about 35,000,000 pounds, 
whereas to-day in our blended cigarettes alone, disregarding for the 
moment pure Turkish and pure domestic, we are usmg 96,000,000 
pounds of domestic tobacco. 

Senator Simmons. Are any of the producers of cigarette tobacco 
demanding additiolial ffrade as a matter of protection ? 

Mr. Parker. One. Mr. Aram, of California. 

Senator SufMONs. And that is upon the ground that they may 
raise it ? 

Mr. Parker. As a substitute for the Turkish. No su^estion has 
come from the hurley growers of Kentucky, the Virginia growers, 
North Carolina or South Carolina growers, or from any other section 
of the country — ^no slight suggestion has come that this duty should 
be raised, because they recognize — every intelligent one does — that it 
would jeopardize and 1be likely to be destructive to their interests to 
have this Turkish tobacco eliminated, believing, as thev do, from 
seeing the growth of brands, that the very largest selling brands, the 
most popular brands, the brands that appeal tne most, to the extent 
of 70 percent of the entire production in this coimtry, are brands that 
carry with them a little Turkish and a lot of domestic. 

Senator Simmons. You have been speaking up to this time with 
reference to the cigarettes consumed in this country. Now, with 
reference to the cigarettes that you export, do you not export a large 
number of cigarettes ? 

Mr. Parker. We export very few. 

Senator Simmons. Do you mean the American producers, or are 
you speaking of your own company? 

Mr. Parker. I speak of my company now. 

Senator Simmons. I am speaking of the whole industry. 

Mr. Parker. Senator, there is not as much export of cigarettes 
as there used to be. Every country is differentiating in tavor of 
the domestic manufactured goods instead of the imported cigarette. 
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The British- American Tobacco Co. is a large exporter. It had f^- 
tories in Durham and Petersburg. But the British-American 
Tobacco Co. had to establish factories in China and India. The 
Imperial Tobacco Co. is a large user of American-grown tobacco, but 
its factories are in England. So the export of the manufactured 
cigarette from this coimtry is falling off, and the inevitable tendency 
is to fall off, because every country differentiates in favor of the 
domestic-made product, as against tne imported product. 

Senator Simmons. What 1 had. in mmd to aslc vou is, do the for- 
eign consumers show the same preference for blended cigarettes 
that the American consumers do ? 

Mr. Pabker. I do not know, Senator. Camel cigarettes, I know, 
have a considerable export business. But as compared with the con- 
sumption of cigarettes throughout the world, the export from this 
country is insi^iificant. 

It is suggested that this danger to the revenue, this injustice to 
the manuni^turers, this injustice, in my judgment, to the leaf growers 
in Virginia, North CaroUna, and Kentucky snould be done — that this 
increased duty should be imposed — because a substitute for Turkish 
tobacco may be grown in Calif omia. 

Senator Simmons. Mr. Parker, nobody is asking it, and for the 

E resent I am eliminating the California man, because we have not 
card from him yet, ana you say that up to this time there is no 
tobacco of the Turkish type produced, that they simply hope to pro- 
duce it in the future. There is nobody who produces a tobacco who 
is asking for this increase upon the ground tnat it is needed for the 
purpose of protection of the American product. This, then, assumes 
the aspect purely and simply of a revenue proposition. 

Mr. rABKEB. Except for California, it does. 

Senator Simmons. Except for Califomia — I eliminate that. 

Mr. Pabkeb. Yes. 

Senator Simmons. In reference to the revenue from the tobacco 
industry in this country, I was under, the impression that according 
to the views of the Secretary of the Treasury and Dr. Adams, the 
expert, that we had ^one to the limit in the revenue bill. 

Mr. Pabkeb. I thmk you have gone beyond the limit of revenue 
production. 

Senator Watson. He made that statement here before the 
conmiittee. 

Senator Simmons. He did; that is my recollection. 

Mr. Pabkeb. I think you have gone beyond the limit, so far as 
revenue is concerned. But if you have not, then I ask, in the name 
of justice to the manufacturers other than my own company, I 
ask in the name of justice to the tobacco powers in North Carolina 
and Virginia, that you protect the brands m their relative positions 
by puttmg a flat tax on cigarettes. 

It is not right, when there are no considerations of the proper 
protection of an American industry — it is not right, to destroy a 
man's brand, on which he has spent thousands of dollars advertising 
and selling, by requiring him to change the formula radically of his 
content, because when you have changed that formula you have 
destroyed that brand. 

Senator McCumbeb. How is the tax upon the mere brand of 
cigarettes going to be beneficial to those who desire to raise the 
tooaccos in California; how will it help them? 
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Mr. Parker. It will not. Now, we come directly to this Cali- 
fornia situation. I am frank to say that, as I have heard it, this 
Fordney bill tari£f of $1 a pound was not intended as a revenue 
producer; it was intended to protect and build up a so-called Cali- 
fornia production of Turkish tobacco. 

We Know a good deal about that California situation. The 
American Tobacco Co. in 1909 or 1910 had a much larger proportion 
of the tobacco business of this country than it has now. We oought 
tobacco in Turkey. We found conditions in Turkey uncomfortable, 
and we spent thousands of dollars attempting to grow a substitute 
for Turkish tobacco. 

The CHAiRBfAN. Why did not these interests have a hearing 
before the Ways and Means Committee ? 

Mr. Parker. There was no hearing, as I understand, even from 
Mr. Aram. The first we ever heard m such was just about the time 
the Fordney bill was reported, and somebody found in an odd 
tariff hearing volume a memorandum filed by Mr. Aram, and there 
was no opportunity for a hearing. When we found it Uie hearings 
had closed. 

But, as I was saving, in answer to your quesion, the American 
Tobacco Co. literally spent thousands of dollars in attempting to 
^w a substitute for Turkish tobacco, and in many other places 
it has been experimented with — North Carolina, South Carolina, and 
California. 

Mr. Melachrino, the founder of a large Turkish cigarette business, 
the Melachrino brand, attempted the production of Turkish tobacco 
in Colorado and California. 

In 1911 the California business and the San Francisco business 
of the American Tobacco Co. was conveyed to the Liggett & Mvers 
Co. They continued (he experiments that 'we had b^un in CaU- 
fomia. 

Mr. Druckheb, a large Turkish leaf dealer in New York, tried it 
in the Carolinas and in New Jersey, and we could not grow a substir 
tute for Turkish tobacco, and that is not strange. Nobody has 
been able to grow a substitute for Cuban tobacco. You can not 
grow in Wisconsin hurley tobacco; you can not grow in Wisconsin 
North Carolina tobacco. 

Even if conditions in California, to the superficial observation, 
were precisely similar to what obtains in Turkey 

Senator La FoiXETTE (interposing). How extensive were your 
experiments in California ? 

MT. Parker. They extended over several years. They involved 
an expenditure — we leased the land — of $20,000 or $30,000. 

Tlie CHAiRBfAN. I see in the appendix of the Ways and Means 
report that there is a brief on the Turkish tobacco question by the 
associated tobacco growers of California. 

Mr. Parker. That is what I said; that is what we first found, and 
I think you will find it on page 4439. 

The Chairman. Yes; that is the page. 

Mr. Parker. That is Mr. Aram^s memorandum. 

The Chairman. And that is the only information we have on this ? 

Mr. Parker. That is all. Another consideration that has got to 
be taken into accoimt is this: Reference is made to their abiuty to 
grow Turkish tobacco in California, but really we think it is quite 
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like a man who would go to England, saying that he could grow 
American tobacco there. 

The fact is that the Turkish tobacco production in that country is 
as lai^e as the United States, and there is as much difference between 
Xanthi and Eavalha tobacco as there is between Wisconsin and 
North Carolina tobacco, and it would be a little absurd, from my 
point of view, for an Englishman who was bom in Wisconsin to say, 
**Well, I have been able to develop American tobacco." He may, 
perchance, have been able to develop something somewhat like Wis- 
consin tobacco, but he has not been able to devefop hurley or Virginia 
or Maryland or perique. 

Senator Watson. Your contention is that this effort to grow 
Turkish tobacco in California has not succeeded in that it has not 
developed a real substitute for the Turkish ? 

Mr. rARKER. Absolutely, and never will. 

The Chairi£AK. Will you permit me, Mr. Parker? The com- 
mittee has i^eed, as well as the experts, that we must finish this 
schedule to-ciay. We rec<»nize you as the chief speaker on the one 
side of the Question and Sir. Dushkind and his associates on the 
other, as I take it? 

Mr. Parker. No; there is no disagreement between Mr. Dushkind 
and his associates and myself. It is Mr. Aram. 

The Chairman. The committee appreciates the value of your 
remarks, but we must limit these things in reason. Have you come 
to any agreement with those holding opposite views on this question 
as to the time? 

Mr. Parker. No; I never met Mr. Aram. 

The Chairman. Is there any gentleman present who desires to be 
heard on the same subject as you ? 

Mr. Parker. I think they do not desire to be heard, if I cover the 
question. 

The Chairman. You will no doubt cover it thorou^y, as you 
have done in past years. 

Mr. Parker. I was going to say that, in the first place, we know 
California will not grow T^kish tobacco, because we have tried it, 
and other manufacturers have tried it. In the second place, we are 
not surprised that it will not, because when you try to develop the 
aroma, the flavor, the body of a type of tobacco grown in one section 
in another 5,000 miles away, the cnances are all against you. 

Then we laiow, even superficially, that California is not like a 
great part of the Turkish territory. The extremes of heat and cold 
are different and fluctuate more rapidly. The season, so far as 
moisture is concerned, is different, feut if you want what I think 
is the best theoretical advice as to whether California tobacco is 
Turkish tobacco, I suggest that you would have no better witness 
than Dr. Gamer, who is the head of the leaf tobacco division of the 
Agricultural Department. 

Moreover, in 1917 

Senator Watson (interposing). Can the difference be detected by 
chemical analysis ? 

Mr. Parker. I have no doubt it could, Senator, but chemical 
analysis of tobacco is not very satisfactory. You can determine it 
much better by smelling it; you can determine it much better by 
smoking it. But we would like to buy California tobacco; we would 
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love to use California tobacco. Ultimately the production and use 
of California tobacco would be an economy to us. But it can not 
be done. 

Now, what has been the history of that crop? Mr. Aram is an 
oriental, an Armenian, I believe. 

Mr. Parker. There are several people in his section who have had 
an experience in Turkey, in Armenia, in growing tobacco. Now, they 
have gotten Turkish seed. They have attempted to bring about a 
substitute for Turkish tobacco. In 1920 they ctcw 200,000 pounds, 
so Mr. Aram's brief says. He believes — and 1 have not a particle of 
doubt he is sincere in his belief — that he can grow tobacco that ap- 
proximates Turkish. But here you have an mdustry 10 years old 
which produces 200,000 pounds, and you have a consumption of 
Turkish tobacco in this country to-day of 40,000,000 pounds. 

Senator Shortridge. In 19^0 there were 700,00*0 pounds pro- 
duced instead of 200,000. 

Mr. Parker. Senator, I have not any information about it at all, 
except as contained in Mr. Aram's memorandum, and Mr. Aram 
says in his' memorandum the production is as follows: In 1906, 500 
pounds; in 1910, 300,000 pounds; in 1919, l,000,OOO.pounds; in 1920, 
200,000 pounds. And then from 1906 to 1920, inclusive, or a period 
of 15 years, 6,500,000 pounds. 

Senator Shortridge. Having made the statement I did, Mr. 
Chairman, it is onlv just and proper to add that I have the crop 
figures verified, and we oflFer them as correct, showing the produc- 
tion of Turkish tobacco in California from 1906 down to and includ- 
ing 1920. In the year 1906 it was 60Q pounds. I will not trolible 
you at the moment to read the output each year successively. But 
m 1907 it had increased to 9,500 pounds; in 1908, 30,000 pounds, and 
on down — I pick up the matter at 1917, when there were 498,000 
pounds; in 1916 there were 870,000, and in 1919, 1,525,000. It fell 
oflF in 1920 to 700,000 pounds, for reasons which can be explained. 

Mr. Parker. Senator, you will quite understand I am not attack* 
ing the correctness of the figures, but I am justifying my statement, 
because it was entirely in good faith and on the statement made in 
Mr. Aram's brief. 

Senator Simmons. I imderstood you to say that this California to- 
bacco, spoken of as Turkish tobacco, is not of the Turkish tvpe. 

Mr. Parker. It is not Turkish tobacco at all; it is California 
tobacco. Ask Dr. Gamer; ask any tobacco man. The Tobacco 
Products Co., whose president is here, has used some of the tobacco. 
He is using some now. 

Senator Simmons. Is it bought in this market as Turkish, and do 
they pay the prices obtained lor Turkish tobacco ? 
Mr. Parker. I did not understand. 

Senator Simmons. Is it bought in this market as Turkish tobacco, 
and by the concerns that buy and use it and pay for it the price they 
would have to pay for Turkish tobacco ? 

Mr. Parker. Not at all. The president of the Tobacco Products 
Co. tells me he has negotiated for the purchase of some of this Cali- 
fornia tobacco in North Carolina. It has been taken down to North 
Carolina and subjected to the process of redrying that is common in 
domestic tobaccos, and which is never applied to the Turkish tobacco. 

81527-— 22— SCH 6 2 
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He says it is the best Calif omia he ever saw. He is oflfering 35 cents, 
and the man wants 40 cents. 

Senator Watson. Has that company attempted the use of Cali- 
fornia tobacco in the manufacture of cigarettes « 

Mr. Parker. Not to any extent. Our company attempted some 
little use when endeavoring to grow it, and we never found it pleased 
us. The Tobacco Products Co. did try it, and still use it, and it is 
entirely conceivable that if the California tobacco growers would 
really produce tobacco and reach a dignity of output, if I may so 
express it, it may be that somebody will set a blend and use some of it. 

Fifteen years ago. Senator, hurley tobacco was not used in cigar- 
ettes except by some manufacturers down in New Orleans, and it 
was a tradition of the trade that hurley cigarettes would not sell 
outside of the Gulf States. But when Camel came and when Lucky 
Strike came and Chesterfield came, the manufacturers were able to 
blend with their Turkish Maryland and hurley in cigarettes that 
hit the popular consumption, and nobody can foretell wnat combina- 
tion will hit. But it is not Turkish tobacco, it never has been Turk- 
ish tobacco, it never will be Turkish tobacco, and you had just as 
well talk about protecting the banana business in order to create a 
banana business m Maine. 

If the California growers grow tobacco and keep on growing it, 
they may get some results. Mr. Dixon, of the Tobacco Products Co., 
told me this morning, ''I am using this California tobacco. I do 
not think of it as Turkish tobacco at all. But I g[ot up a cigarette 
that sold on the East Side in New York that contams some Turkish, 
some hurley, some Virginia, and some California. It is called ^After- 
noon,' and it is selling fairly well.'' 

But Mr. Dixon says further that ''Under the stress of war times 
and the impossibihty of getting Tiu*kish tobacco, I did trv an experi- 
ment once with this California tobacco as a substitute for Turtish. 
I put in 10 per cent in three brands — Roval Nestor, Oxford, and 
Arabs; and tnose three brands were Uving brands when I put it in, 
and they are dead now." 

The smoker wants, gentlemen of the committee, what he wants. 

The Chairman. Does the smoker show any bad effects from the 
consxmiption of these cigarettes ? 

Mr. Parker. From the California tobacco ? 

The Chairman. Of the brand that died out ? 

Mr. Parker. No, I think not. Of course, it is a very dangerous 
thing. Senator, to experiment with the formula under which your 
brand is made, because there is a very intimate touch, and when, on 
account of the high cost of some particular grade of tobacco as com- 
pared with the abundance of some other grade, the manufacturer 
tries a substitution 

Senator McLean (interposing). Do they put anything into ciga- 
rettes besides tobacco ? 

Mr. Parker. Piure Turkish, no. The pure Turkish cigarettes, it is 
my understanding, have only the tobacco. Virginia cigarettes, like 
Sweet Caporal and Piedmont, carry, I think, some sugar and they 
carry a little glycerin, because glycerin has an aflSnity for moisture 
and it is used in small quantities so that they may retain a fairly moist 
condition. Camel ancf Lucky Strike cigarettes, I think, have added 
to them some chocolate, maybe, and maple sugar, and those ingredi- 
ents that frequently go into the hurley tobaccos. 
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If not uninteresting to you, Senator, the Camel cigarette was pro- 
duced by the Reynolds Tobacco Co., and it had maae a tremendous 
success in Prince Albert tobacco, and I have always had an impression 
Ijiat the Camel cigarettes carried with it some of the flavoring that 
had made the Prince Albert so, popular. I know that Lucky Strike 
has in it some of the flavoring and process of manufacture that being 
applied to Lucky Strike and Tuxedo tobacco had made them very 
successful. 

But if you mean to ask if there is anything in cigarettes, that is 
harmful, imless tobacco is harmful; if you mean to ask whether there 
Js any dope in them; if you mean to ask whether there is a thing in 
cigarettes that has any harm in it, then I say with all emphasis, no; 
and I speak not only for my own company but I speak with emphasis 
for every c^arette manufacturer in the United States. 

So far as we conceive it, this is an attempt to carry the doctrine 
of protection clean beyond any limits that have ever been suggested. 
It IS not to protect an industry, but it is to protect a hope and a vain 
hope, and a hope that the theorist and the practical man condemn. 
With all deference to the doctrine of protection, and with all defer- 
ence to the productivity of California, it seems to us it is goin^ too 
far and that this committee is not going to, as the House committee 
would not if hearings had been had, do the injustice to the industry, 
the revenue, the owners of the brands, and the tobacco planter. 

Senator Watson. Do you want to strike out the whole dollar a 
pound or modify it I 

Mr. Parker. I propose to strike out all the increase. I propose that 
the tax on Turkisn fillers or cigarette fillers be, as it has been since 
1882, no higher than on cigar mlers. And so far as I have had any- 
thing to say about the cigar industry, I have ui^ed that that filler 
ought not to be advanced over 36 cents. 

STATEMENT OF HON. SAHXJEL M. SHOBTBIDaE, SENATOR FROM 

CALIFOItNIA. 

Senator Shortridge. Mr. Chairman, I will take but a Very few 
moments of the committee's time. I will very gladly follow the 
suggestion of the chairman, and permit Mr. Aram, of California, to 
present the matter more in detail. 

I think it is proper, at the very outset, to say that the gentleman who 
has just addressed you is in error when he says that the Ways and 
Means Committee asked an ex parte statement. I am well informed 
as to the action taken by the House committee. I understood him 
to state that there had oeen no presentation of this matter to the 
House committee, that no one haa appeared, no one had been heard. 
I understand that the matter was taken up before a subcommittee 
of the Committee on Ways and Means and very thoroughly dis- 
cussed, broadly and in detail, arguments for and against the proposed 
increase being presented. 

Senator Simmons. Is that discussion in the records of the Ways 
and Means Committee ? 

Senator Shortridqe. I am not able to answer, Senator, but I was 
struck with the gentleman's remark, and turned to Mr. Aram, who 
advised me as he will in turn advise you from his own knowledge. 

I think it proper to have our min^ fixed on the fact that the term 
''Turkish" tobacco is a generic term and used to differentiate be- 
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tween many members of the tobacco family. In the term *' Turkish 
tobacco'* are included over 20 varieties of tobacco. The notion 
seems to prevail that from Turkey, whatever her territory may now 
be, comes one specific, well-defined type of the plant known as 
tobacco, and that that well-defined ana exclusive tvpe bears tKe 
extraordinary term *^ Turkish," and, moreover, that that particular 
kind of tobacco can not be raised elsewhere on God's eartn than in 
Asia Minor. Such a notion is altogether erroneous. 

There has been submitted here to this committee a tabulated 
memorandum containing much detailed information which I trust 
the members of the committee will have opportunity to read and to 
consider. 

So much in brief reply to the remarks of the scholarly gentleman 
who has spoken. 

The Chairman. Senator, will you permit me to interrupt you a 
moment ? 

Senator Shortridge. Yes. 

The Chairman. Do you desire to have that pamphlet printed as 
a part of your remarks ? 

Senator Shortridge. I very much desire it. 

The Chairman. It will be inserted as part of the Senator's state- 
ment to the committee. 

Senator Shortridge. Thank you. Touching the soil and climatic 
conditions prevailing in California 

Senator oimmons (interposing). Senator, let me direct your atten- 
tion to one thought I have in mind ? 

Senator Shortridge. Certainlv. 

Senator Simmons. You say there are various tvpes of tobacco 
produced. The Question, it seems to me, before this committee is 
that we are considering it from the standpoint of protection, whethei 
it ought to be protected or not, whether there is produced in tWs 
country, in Caliiomia, or elsewhere, a type of tobacco which comes in 
competition with the Turkish tobacco, selling at something like the 
same price that the Turkish tobacco would sell at, less the duty im- 
posed. It is a question of competition. There may bo a great many 
types, but is there a type so nearly approximating that in aU the 
elements that enter into the desirability of that type for use in the 
manufacture of cigarettes ? 

Senator Shortridge. It may be known that I am a protectionist. 
I believe in the doctrine of protection. 

Senator Simmons. I understood that very thoroughly. 

Senator Shortridge. In the theory and the experience of protec- 
tion, and my immediate answer to your thought is that there is pro- 
duced in this country and there is produced m California a tobacco 
which we designate *' Turkish tobacco,'' which comes in competiticm 
with tobacco grown somewhere yonder in Asia Minor — whether it 
be in Turkey proper or surrounding territory is neither here nor 
there. You are quite right in sugg^ting that this question does in- 
volve an application, and I hope a true American application, of the 
Ainerican doctrine of a protective tariflF, the purpose of which is to 
build up and sustain an industry in this country which can not, un- 
protected, meet competition with the foreign product. 

As to California, I was about to say, you are all familiar with its 
geography. There was published some time ago by our Gec^aphical 
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Society a very interesting bulletin in which learned men undertook 
to account for the peculiar climatic conditions of the Pacific coast, 
from, say, the northern boundary of Washington State down to the 
southern boundary line of California. Having regard to ocean cur- 
rents, to trade winds, and air currents, to latitudes and to altitudes, 
to the direction of the ranges of mountains, to rainfall on the western 
and eastern slopes of our mountains;, taking all of these physical 
facts into consideration in an attempt to account for the pecuUar 
siunmer and winter climate of California, the conclusion arrived at 
was, in point of truth, somewhat as Socrates would say, ^^That I do 
not know." And yet, there it is. There is that peculiar climate, 
different as to temperature and rainfall on the eastern and western 
slopes of our mountain ranges, and hard to account for. In brief, 
climate and soil of hillsides and valleys differ for reasons suggested. 

I trouble you with these words to come to the point, that tnis type 
of tobacco, spoken of as ** Turkish tobacco,' ' which comes in competi- 
tion with the tobacco grown yonder in Asia Minor, is now planted, 
cultivated, grown, and produced in some 10 counties in Califoniia — 
in Fresno, Tulare, San Joaquin, Santa Clara, Placer, Mendocino, 
Yolo, Yuba, Sacramento, and San Diego. In other words, this 
tobacco is raised in San Diego County, our extreme southern county, 
and in Mendocino County, away up in what we speak of as northern 
California, and along the foothills of the western slope of the Sierras, 
to the east of the Sacramento and the San Joaquin Valleys. To re- 
peat, the raising of this tobacco is not confinea to any one locality 
or small territory. 

Senator McCumbbr. Senator, may I ask you a question right 
there? 

Senator Shortridgb. Yes, sir. 

Senator McCumbbr. You stated a moment ago that there were 
very many different Bpecies or varieties of tobacco raised in Turkey, or 
what is known as '^Turkish tobacco.'' Are all of those varieties 
of which you speak used in the blends which make our cigarettes, 
or is there but one specific variety out of the great number that may 
be raised in what we call Turkish territory ? 

Senator Shortridgb. Frankly, Senator, I am not able to answer 
your question. I understand that various types or kinds are im- 
ported from Turkey, but what or how many varieties, under what 
particular subnames, are used in this blending process, I am not 
advised. 

Mr. Parker. I do not desire to interriipt, but I can supply the 
information if I may. A great deal of Turkish tobacco is not brought 
to this country at all, and is as worthless for purposes of American 
manufacture as any tobacco in the world. But the blends themselves 
consist of several varieties. For instance, in Pall Mall cigarettes 
it is said there are 42 varieties that go to make up that combmation; 
and even when there is a 20 per cent blend of Turkish in cigarettes 
that may be a half dozen or a dozen different varieties of Turkish 
tobacco, the Xanthi being used for aroma, the Kavalha for taste,, 
and the Smvma for burning qualities or combustion. 

Senator McCumber. Are they imported already blended ? 

Mr. Parker. No. The skill — and sometimes good luck of cigarette 
manufacturers is in blending and balancing the quality of the Xanthi 
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for aroma, and Kavalha for taste, and Smyrna for burning or com- 
bustion qualities. 

Senator McCumber. Let me ask whether or not the tobacco which 
you raise in California which you call Turkish tobacco consists of 
only one particular kind or whether you have the several species that 
are imported from Turkey ? 

Senator Shortridge. it vou will oermit me, Senator, I will allow 
Mr. Aram to answer that, because I am not able to do so with any 
degree of certainty. It has been su^ested here that efforts were 
made to raise this kind of tobacco inCalifomia and that they were 
abortive or a failure. Of course, I do not recall what detailed effort 
they made, or in what quantities it was raised, or where, or by whom, 
but I have stated that this tobacco is now raised in 10 counties of our 
State. Manifestly, there are counties where it could not be raised. 

Senator Simmons. Senator, does that tobacco raised in your State 
sell in the markets of this country at much higher prices or any 
higher prices than the average tobacco sells ? 

benator Shortridqe. It takes on a different value because of the 
sum total cost of production. It is an essentially different plant in 
size, in cost of production, etc., from other kinds. I have an 'im- 
pression,'' to use that word, that there are gigantic companies in this 
country whose interests are hostile to the development of this par- 
ticular brand of tobacco in California, and their interests and control 
over the market may be such as to effect the price offered for this 
particular tobacco. 

Senator Smoot. Do you know what the price for the 1920 crop was! 

Senator Shortridoe. I do not have the figures before me; but 
Mr. Aram will be able to advise you. 

May I trouble you for a moment longer ? It was si^d at one time 
we could not raise what has been erroneously called '' English walnuts" 
in California. Well, we raise California walnuts, still sometimes 
called English walnuts, in great quantity and oi the very finest 
quality. 

It was erroneously thought, and I have heard it stated in this room, 
that we could not raise almonds in California equal to the product of 
France or Italy or other European countries, but the evidence, the 
fact, is we raise the finest almonds in the market to-day, and 
adequately protected we can supplv the American market. 

It was said originallv that we could not raise certain kinds of grapes 
in California. But tnat suggestion has been long blso disproved. 
We raise every variety of grapes, and prices are better than formerly. 

Now, it is said here this day that we can not raise this particular 
tvpe or kind of tobacco in quantity or of quality suflSicient to gratify 
the tastes of the American smoker who wants to smoke cigarettes 
blended or made up of a quantity of something containing a httJe 
^'Turkish'' tobacco. 

Senator McLean. A little chocolate, glycerin, and sugar. 

Senator Shortridge. Yes; chocolate, glycerin, sugar, and other 
unknown x quantities. I take issue with the gentleman; I deny his 
contention; we are ready to prove that his claun, or the claim of his 
clients, is utterly unfounded. 

Now, as to the raising of this kind of tobacco: We started in in 
1906, with 500 pounds. Well, for some reason men continued to 
plant and to cultivate, and Mr. Aram, who is an Armenian — we 
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have quite a population of native Armenians in Calif omia — and 
familiar with the cultivation of this particular tobacco, will give you 
detailed information as to the growiJi of the industry from 1906 to 
the present time. 

Senator Watson. Senator, since 1913 the tariflF has been 35 cents 
a pound, I understand, on the unstenmied, and on the stemmed 50 
cents a pound, and with that tariff you have been able to increase 
your production of tobacco, as you have stated, and why is it neces- 
sary to raise the tariflP to $1 a pound ? 

oenator Shortridge. That is a pertinent question which calls for 
an answer, of course. Conditions in the world change. The price 
of labor changes; the cost of production changes here and abroad. 
We have abnormal conditions. 

Senator Watson. That is what I was trying to get at. 

Senator Shortridge. I have thought of tnese things, and they 
are all incorporated, and a satisfactwy answer in substance to your 
question is set down here in this memorandum. 

Senator Watson. I just wanted to get that. 

Senator Shortridge. Yes; thank you, Senator. Permit me to 
repeat a few of these figures: In 1906, 600 pounds; in 1908, 30,000 
pounds; in 1909, 30,000; in 1910, 300,000; m 1911, 490,000; in 1912, 
250,000; in 1913, 215,000; in 1914, 245,000; in 1915, 500,000; m 
1916, 800,000; in 1917, 498,000; in 1918, 870,000; in 1919, due to 
good conditions and many elements contributing, 1,525,000 pounds; 
m 1920, for reasons to be explained, 700,000 pounds. 

Senator Calder. The war gave you an opportunity to develop the 
tobacco there and impressed the value of it upon the country ? 

Senator Shortridge. Yes, sir. In other words, gentlemen, what- 
ever may be said to the contrary — ^probably by gentlemen who have 
not had the pleasure of visiting California or who have not come in 
contact with the physical facts there — whatever may be said to the 
contrary, the fact is, the outstanding fact is, that commencing with 
500 pounds in 1906 — experimental, if you will — the industry has 

frown, employing many men, women, and children, and in every way 
as been and is an advantage to the State and, moreover, I think, 
an advantage to the Nation. 

Now, one more thought to which I wish to call your attention, 
and then I will ask you to listen to Mr. Aram. Something was said 
as to the consumption of cigarettes in America. I have figures here 
commencing with 1912 down to and including 1920. In 1912 it 
seems that our people got along by smoking 11,239,000,000 plus 
cigarettes. But m 1920 they consumed 50,448,000,000 plus. 

Senator Watson. The women have learned to smoke m that time. 
[Laughter.] 

Senator Shortridge. Yes; I believe in one of our States they have 
passed a law making it a penitentiary offense to smoke cigarettes in 
public. Whether that law is being enforced I am not advised. 

The Chairman. I think in the State of Utah they are not permitted 
to smoke them at all. 

Senator Smoot. Oh, yes, they are. • I would not care if they were 
not. 

The Chairman. Are they permitted to smoke in private ? 

Senator Smoot. Oh, yes. 
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Senator Shortridge. In the matter of exports, in 1912 our mer- 
chants and manufacturers were able to ex[K)rt and did export 
1,630,000,000 plus, and in 1920 15,833,000,000 plus. It appears that 
those figures indicate that the consumption has increased vastly and 
that the exports have similarly increased. 

Senator McLban. We exported 15,000,000,000? 

Senator Shortridge. Yes; exported from the United States. 

Senator McLean. What is the unit — poimds or cigarettes ? 

Senator Shortridge. Cigarettes. The reports mounted up from 
1,600,000,000 plus in 1912 to 16,833,000,000 plus m 1920. 

I thank you very much, gentlemen. I repeat that the House com- 
mittee listened to this matter and reached a conclusion.! We thought 
then — ^we think now — that the conclusion was right, not on behalf of 
California alone — I trust that my vision extends beyond the terri- 
tory of that State — ^for if that conclusion involved an industry of 
North Carolina or Florida, and the facts were as they are, I would 
pray the privilege to stand here and speak in behalf of that conclu- 
sion and that mdustry. It does not affect California alone. Of 
course, we have a very lai^e territory, and we are no inconsiderable 
portion of this Union. You can take all of New England, New York, 
and Ohio and lay them down on the soil of California, and still we 
would have some unoccupied ground. 

Senator Simmons. Senator, you said a little while ago that there 
were certain interests in this country that were very antagonistic to 
the growth of this Turkish tobacco in your State — at least that is 
what I understood you to say. 

Senator Shortridge. Yes, sir. 

Senator Simmons. I am rather at a loss to understand why any 
interest in this country shoidd be antagonistic to that. Certainly the 
manufacturer who uses it as a blend ought not to object to it, because 
if you grew there the Turkish tobacco he woidd not have to pay that 
duty on it. He woidd get it at the American price, less duty. Cer- 
tainly the producers of the ordinary types of tobacco in this coxmtiy 
ought not to object to it, because it is very clear, I thinly, that this 
Turkish tobacco has popularized the use of iiis tobacco, has extended 
the use of it; and the cheaper that class of tobacco is bought by the 
manufacturer the greater price he expects to get for his type of 
tobacco. 

Senator Shortridge. Yes, Senator; I appreciate the force of your 
words. 

Senator Simmons. Therefore, it seems to me that both the manu- 
facturer and the producer of tobacco in this country ought to wel- 
come the production in this coimtry of Turkish tobacco, if it can be 
produced here. 

The Chairman. What are the interests that are opposed ? 

Senator Shortridge. I will answer that in a moment. I have 
always thought that the cultivation of this tobacco should be encour- 
aged. But strangely enough, whenever this question of fixing a 
tariff on an imported article arises, there develops this conflict: 
Upon the one hand, there will be importers, or maniuacturers closely 
related with importers, who come forward and say that the American 
product, whatever it may be — agricultural or manufactory — can not 
be produced in quantity or quality equal to the imported article. 
Wherefore they oppose a rise in the tariff; wherefore they argue 
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and say that the American product from field or shop neyer can be 
developed or produced to meet the demand. 

Senator Watson. Have you any evidence to show that the large 
tobacco companies in the United States are interested in the Turkish 
tobacco in Turkey or the other coimtries which have been referred to ? 

Senator Shortridge. I have been informed that they are largely 
interested in the importation of this so-called Turkish tobacco, and 
that because of business interests and connections abroad they w^nt 
no increase in the duty, lest it will interfere harmfully with their 
now vested interests and connections. 

Mr. Parker. You do not mean that any of the tobacco manufac- 
turers are interested in Turkish lands, do vou ? 

Senator Shortridoe. I do not know that they have title to the 
Turkish lands themselves, nor do I undertake to so state; nor is it 
necessary that they should have. 

Senator Simmons. Let me ask you this question: Is it your under- 
standing that Turkish tobacco sells in this market for less than 
American leaf tobacco? 

Senator Shortridge. I understand the different grades and 
kinds 

Senator Simmons (interposing). Well, this Turkish tobacco. In 
this market, leaving off the duty paid on it, does the invoice price of 
Turkish tobacco fall, or has it ever fallen, below the price of American 
cigarette tobaccos ? 

Senator Shortridge. I understand not. 

Mr. Parker. Generally speaking, of course, you are perfectly 
right — ^Turkish tobacco with duty folded. 

Senator Simmons. Take the duty off. 

Mr. Parker. Take the duty off f It varies very much in type and 
price. Mr. Dushkind tells me that the average import price of 
Turkish tobacco in bond — that is, without duty — ^is 94 cents. 

Senator Simmons. Has any tobacco ever produced in this country 
sold for that much ? 

Mr. Parker. Yes; Connecticut tobacco. 

Senator Simmons. I am speaking of cigarette tobacco. 

Mr. Parker. No. 

Senator Shortridge. Finallv, gentlemen, if this rate which we 
are asking were designed wholly and exclusively for the benefit of 
California, I would ask it. But I would foUow it by the statement 
that it can not in the movements of business in America be hurtful 
to the consumers in America. 

If Connecticut asks a special rate for her tobacco, I favor it, if it 
will develop that industry in that State, not because of Connecticut 
alone, though if it were so I would favor it, but in the development 
of our common country. The development of the West helps the 
South; the development of the South helps the North; the building 
up of New England creates a market for the West and the South. 
Tnerefore, whife I do not appear here in behalf of California in any 
exclusive sense, still I ask you to consider her, her industry, her 
people. 

Senator Simmons. If Turkish tobacco was now selling at a higher 
price than any other cigarette tobacco produced in this country, it 
would seem that when you add — I mean, in bond — 35 per cent, that 
ought to prove protective. 
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Mr. Parker. I am told that the figures show that the average price 
of Turkish tobacco was 94 cents during the year 1920; that was in 
bond. That, of course, makes a duty-paid value of $1.30, virtually. 
The average price, as figured by some division of the Department of 
Commerce, of the domestic cigarette tobacco — that includes North 
Carolina, Virginia, hurley, and others — ^was 41 cents. 

iSenator Simmons. Nearly double. 

Mr. Parker. More than double — 41 as compared with 130, or 
substantially three times as much. 

Senator Simmons. I have understood that the industries of the 
country claim absolute protection where the foreign was underselling 
the American product. But here is a case where the foreim product 
seems to be selling for twice the domestic product, and stiU you want 
more than 35 per cent. 

Senator McLean. About what is the percentage of the cost of 
material in the high-grade cigarettes to the cost of the cigarette? 
I refer to the high-class Turkish cigarette, which I understand they 
sell for more than any other. 

Mr. Parker. Yes; the high-class cigarettes are the type which 
sell at from 25 to 30— Egyptian Deities and Pall Malls, etc. 

Senator McLean. Two and a heUI to 3 cents apiece ? 

Mr. Parker. Yes. 

Senator McLean. What is the cost of the material in that cigarette? 

Mr. Parker. Senator, I can not give the information, although I 
can send it to you, because precisely that question came up not long 
ago, and we analyzed the elements, and leaf cost is substantially the 
largest element oi our cost. 

Senator McLean. I imderstood you to say about $4 a thousand ? 

Mr. Parker. No; you misunderstood me. I said that the present 
internal-revenue tax is $3. The cigarette uses 3 pounds to the 
thousand; therefore the tariff tax now prevailing, 35 cents a pound, 
adds $1, making S4 of tax— not the cost. When you add to it — ^if 
you did add to it — the proposed addition, it would make $2, making a 
total of $6 tax. 

Senator Simmons. How much does the tobacco cost? 

Mr. Parker. If you say that the average cost of Turkish tobacco 
is 94 cents, I would assume that the average cost of Pall Mall and 
Deities would be $2. 

Senator McLean. Two mills to the thousand ? 

Mr. Parker. No; $2 a pound, or S6 a thousand. 

Senator McLean. That is a cent and two mills; and that covered 
the cost of material in the highest-priced cigarettes ? 

Mr. Parker. Of course, in those cigarettes you have very high 
cost of wrapping material: that means fancy boxes and the paper, 
and you have uniformally high-class paper in those high-class 
cigarettes. 

Senator McLean. They are made by machinery, are they not ? 

Mr. Parker. To an extent; but some are made by hand. 

Senator McLean. I wish you would hand to the committee the 
percentage of costs to the selling price. 

Mr. Parker. Does that mean the highest class cigarettes? 

Senator McLean. Yes; made out of Turkish tobacco— entirely 
Turkish tobacco. I understand you put in only a very small per- 
centage of Turkish tobacco into the blends ? 
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Mr. Parker. Oh, no. We put, I would say, Senator, as I state 
to you, in a rather complicated way — the blended cigarettes carry o 
the average 20 per cent Turkish. 

Senator McLean. One-fifth? 

Mr. Parker. That is one-fifth; yes. That Turkish is frequently 
of a lower price than very high class Turkish, but it bears, of course, 
a duty of 35 cents. 

8TATB1CENT OF ALFBED ABAM, FBESNO, CALIF., BEPBESENT- 
INO THE ASSOCIATED TOBACCO GBOWEBS OF CALIFOBNIA. 

Senator McCumber. Mr. Aram, will you kindly state your full 
name and address ? 

Mr. Aram. Alfred Aram; Fresno, Calif. I am president of the 
Associated Tobacco Growers of Califomia. 

Mr. Chairman and gentlemen of the committee, I can not expect 
to be as eloquent as the gentleman who represented the maniuac- 
turers, because this is my first experience m speaking at a public 
hearing before a committee of Congress, but I shall endeavor to put 
jthe facts as we know them before you. 

I represent the Turkish-type tobacco growers in the State of Cali- 
fomia. That organization, 1 may say, is composed of farmers who 
actually grow the tobacco. We have a membership of some 300 
farmers. I may state to you also that 92 per cent of tne membership 
of that organization is made up of men wno are not less than three- 
generation Americans. There was a reference made here this mom- 
mg about my being an oriental, or something of that kind. I was 
bom •Armeman through unavoidable circumstances, but I became 
an American citizen through choice. Also, the gentlemun who made 
that remark knows that 1 was wearing the uniform of the United 
States Air Service as early as April, 1917, and the manufacturers 
whom he represents took full advantage of my absence from business 
in dealing with our farmers. 

Senator Watsok. There was nothing said this morning by way of 
a slur or implication. 

Mr. Aram. I did not quite like it. It was taking unfair advantage. 

Senator Watson. I am sure that Mr. Parker said that only to show 
that you had some knowledge of that situation. Then, wterward, 
Senator Shortridge referred to the fact that you had been bom in 
Armenia. That is nothing against you. 

Mr. Aram. The Fordney bill puts a tariff of $1 per pound on the 
Turkish type of tobacco. We ask no change in the tariff as it stands 
in the Fordney bill, although we asked for a higher rate from the 
House committee. The term ''Turkish'' does not implj^ tobacco 
coming from any particular country. The term ** Turkish" is simply 
a popmar name for one branch of the tobacco family. The scientific 
term for that particular branch is nicotinum rusticum. If we should 
say nicotinum rusticum, it would mean the Turkish type of tobacco, 
no matter where it is grown. There has been an effort to represent 
that there is a discrimination against one country or several coun- 
tries. ' This type of tobacco is now grown in over 20 different coun- 
tries. 

First of all, we asked the Ways and Means Committee of the House 
for a separate classification of this type of tobacco. Heretofore it 
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has been classified as filler tobacco, just as a number of other different 
types are classed under the filler classification. The reason was that 
it is impassible to put a just tariff on one of these filler tobaccos 
without doing an injustice to the other tobaccos included in that 
term ^*filler tobacco." 

I wish to call the attention of the committee to the difference of 
that Tiu'kish tobacco and other types of tobacco carried under that 
term. It can be seen very easily irom th€ physical characteristics of 
these various tobaccos tiiat they can not all survive under the same 
classification. The 35-cent rate on filler tobacco was put on long be- 
fore we knew anything about Turkish tobacco and long before we 
hafl any such tobacco grown here. 

The yield of this tobacco [indicating] is from 800 to 1,500 pounds 
per acre, I understand. If we get 400 pounds of cured tobacco from 
the Turkish tobacco, we feel very happy about it. The method of 
curing and preparing for market this particular kind of tobacco is 
different from that used in connection with these tobaccos here 
[indicating], and involves much heavier expense. 

Senator Dillingham. Do these samples that you have here repre- 
sent the actual size of the leaves ? 

Mr. Aram. Yes, sir. This tobacco, as I imderstand it, is harvested 
in the South b v cutting the entire stalk off the ground. This tobacco 
is primed off, leaf by leaf, as each ripens. 

Senator Simmons. You are mistaken about that. There are 
sections in the South in which it is cured in the way vou indicate. 
They cut the stalk off and cure the tobacco on the stalk. In North 
Carolina, where I live, we invariably pull the leaves- off and cure the 
leaves. 

Mr. Aram. I am not acquainted. Senator, with the tobacco situa- 
tion in the South. However, there is no comparison either between 
the yield per acre and the method of manipulation and expense be- 
tween the two tobaccos. The period of harvesting the leaves off the 
stalk of the Turkish tobacco extends from one month to five weeks, 
and it must be done before sunrise. That is one of the reasons that 
a separate classification became necessary for that particular type of 
tobacco, in order to separate it from the filler tobaccos. Our 
tobacco has much smaller yield per acre and requires heavier expense 
and careful work in manipulation. I have gone into that very thor- 
oughlj in our brief, or memorandum as I have called it, which we will 
subnut to the committee for the records. 

Senator Simmons. What is the comparative thickness of that small 
Turkish tobacco and the Virginia type ? 

Mr. Aram. This [indicating] is a little thicker. There is more 
body to it. 

Senator McLean. Does that represent the average? 

Mr. Aram. This represents the average high-grade tobacco of its 
type. There are larger leaves, but they are not considered a good 
grade of tobacco. 

Senator McLean. That is just the point. Are there larger leaves 
than those on every plant ? In other words, have you selected these 
small leaves from a plant that had larger leaves on it I 

Mr. Aram. The bottom leaves are somewhat larger, but they are 
not as desirable. They bring a lower market price than these leaves 
here [indicating] do. 
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Senator Simmons. Now, when you are estimating the number of 
pounds that you raise per acre do you include only the smaJl leaves 
that you say are of the higher type, or do you include both the small 
leaves and the larger leaves ? 

Mr. Aram. The entire yield; that is, all that is harvested oS the 
stalk. 

Senator Simmons. What is the diflference between the price of the 
higher grade small leaves and the price of the lower grade larger 
leaves ? 

Mr. Aram. Well, that would be very difficult to say, because of the 
difference of types. The manufacturers could answer that better 
than I can. 
Senator Simmons. You make it and sell it, do you not ? 
Mr. Abam. Yes, sir. 

Senator Simmons. Then you ought to know. 
Mr. Aram. I would say there is 100 per cent difference between the 
price oi the bottom leaves, the middle, and the- top leaves. That 
nas been our experience. 

Senator Simmons. Do you get from those small leaves more than 
the average price of Virgmia-grown tobacco ? 
Mr. Aram. Much higher. 
Senator Simmons. What did you get for it ? 

Mr. Aram. We have sold it as high as $1.25 per pound, when we 
did get anything for it. 

Senator Simmons. What do }rou mean by saying when the manu- 
*facturers give you anything for it ? 

Mr. Aham. I mean by that that since 1919 we have not been able 
to sell a pound of tobacco. We have had to give it to the manufac- 
turer at the manufacturer's price, and not at the fair value of the 
product. 

Senator Simmons. What price did you have to give it to him for? 
Mr. Aram. We have not sold anytning since 1919. Prior to that 
we have sold our tobacco at from 25 cents a pound to $1.25 per 
{>ound. 

Senator La Follette. That is since last year? 
Mr. Aram. We have not sold anything since and including the 1919 
crop. It is in the warehouses. 
Senator Simmons. Why? 

Mr. Aram. There are two reasons : The first is that if they purchase 
these tobaccos from us and give it a fair value, that is, cost plus a fair 
profit, they will be higher; they will have to pay us a higher price 
than they would pay for the imported leaf of the same type and 
grade. In the second place, the manufacturers do not want to 
encourage this industry in. California because they feel that the 
California crop can not be controlled as the imported crop is con- 
trolled. Thej tried it and we would not stand for it. There is a 
tendency out in California to do business on a cooperative basis and 
to stand up for a fair profit. I have evidence of that. I will come to 
that a little later on. 

Senator Simmons. You say you did not sell the 1920 crop at all ? 

Mr. Aram. No, sir; nor the 1919 crop. 

Senator La Follette. Was it a good crop ? 

Mr- Aram. Yes; it was a fair crop. 

Senator Dillingham. What did you get for the 1918 crop? 
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Mr. Aram. It was according to the varieties. The highest was 
$1.25. 

Senator La Follette. Have the manufacturers given any reason 
for refusing to buy the crops of 1920 and 1921 ? 

Mr. Aram. They have not stated any clear, definite reason, but, 
Senator La Follette, we have dealt with these people for 16 years now, 
and from our own experience we can read between the lines. We have 
had a thorough investigation made; we have had a very thorou^ 
experience witn the manufacturers, and we know the reasons. They 
have made them known to us. They do not niince words with as 
and tell us where we get off, but they do not speak for publicity. 
And when they come down before Congress they speak very nice 
and assume the r61e of the much-abused business man. The reason 
seems to be that they do not wish to encourage the industry in the 
United States because it can not be controlled oy the big five as the 
imported leaf is controlled. They are not going to encourage the 
inaustry if they can help it. 

Senator Simmons. Tobacco sold at a high price in 1919, did it not? 

Mr. Aram. Yes. They offered 

Senator Simmons. The Vii^inia tobacco sold at good prices. 

Mr. Aram. At the same time the highest offer we could get was 40 
cents a pound. That represented one-third of the cost of production. 
We could not sell it. Besides, they never make a firm offer. They 
always leave a loophole for themselves. When we deliver the to- 
bacco they take some at the agreed price and reject the rest, giving us 
the alternative of accepting a mucn lower price. They do this be- 
cause we can not say, '^ Well, we don't sell; we will sell it to the next 
fellow," because there is no next fellow. 

Senator Watson. Could they buy the Turkish tobacco during the 
war? 

Mr. Aram. Some. 

Senator Watson. When they could not get it except in small 
quantities, did they make any offers ? 

Mr. Aram. They bought it all. In Addition they went to China 
and Korea, operated their own plantations and raised Turkish 
tobacco there and kept themselves supplied until the armistice. 

Senator Watson. How much did you raise ? 

Mr. Aram. I have the figures in my brief. 

Senator Watson. How much did they pay for it? 

Mr. Aram. We sold it for whatever they offered for it. That was, 
as I said, from 25 cents to $1.25 per pound. 

Senator Watson. That was at this particular time; that is, while 
we were in the war ? 

Mr. Aram. Yes. 

Senator Dillingham. Can you state what proportion you sold for 
25 cents and what proportion you sold for $1,251 

Mr. Aram. I haven't the figures here, but I can prepare a state- 
ment and submit it to the committee, if it is desired. 

There was a statement made this morning which would make it 
appear that the California people wanted a tariff on an industry that 
thev hope to establish rather tnan on an industry already estaliiished 
and entitled to protection. I want to say that that industry is 
abeady established. Since the speaker representing the Amencan 
Tobacco Co. referred to it, I would like to read from a pamphlet 
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which deals with this particular point. It was issued by the American 
Tobacco Co. in 1909. The statements in the pamphlet refer to 
Turkish-type tobacco exclusively: 

The growing of tobacco is a common-sense proposition with no myBterjr of any 
sort attached. « « « The growing of tobacco m California is well on its way. 
In fact it may now be r^;arded as an established industry. 

That was in 1909, when we had a production of 37,000 pounds. 
If it was an industry then, why isn't it an established industry m 1919, 
when the production was 1,525,000 pounds? 

This pamphlet was issued in 1909 by the Exeter Tobacco Ranch, 
operated by the American Tobacco Co. That is the experiment 
station that they referred to this morning. 

I have letters also from manufacturers statmg that the reason that 
thejr can not give us the price we think fair is that they do not want 
to give us a higher price when they can get that same tobacco on the 
other side at a lesser price. They do not say anything about quality. 

I have a letter from Mr. James M. Dixon, chairman of the board of 
the Tobacco Products Corporation, who is now present. It is dated 
June 25, 1918, in which he says: 

I can onlv repeat what I have told you so many times — the offer that I originally 
made you I do not consider is in any way binding. The tobacco market for Greek 
tobacco is at the present time on the decline, and I may be obliged to change my offer 
at any time without notice to you. The matter is certainly not of sufficient interest 
for me to come out to Fresno, when I know tHat the price which sellers are asking is 
more than I will pay. 

Senator McCuMBER. Is this California tobacco used as a sub- 
stitute for the Turkish tobacco ? 

Mr. Aram. Of course, Senator McCumber, they do not state what 
they use it for, but I have letters from the manufacturers. One letter 
is written by a large manufacturer of the highest grade of Turkish 
cigarettes on the market, and the inference is that tne manufacturer 
was making an inauiry for his own use rather than for that of some one 
else. However, tney do not inform us what they use it for and what 
they do with it. The manufacturers are a very close-mouthed 
bunch. I suppose they have to be. But they have repeatedly told 
me that they don't care where the tobacco is ^own. but if we intend 
to grow in this coimtry we will have to give it to them for the same 
. price as the imported. 

Senator Simmons. Do you know what they paid for the Turkish 
tobacco m 1919? 

Mr. Aram. We tried to get that information from the Department 
of Commerce through the assistance of the State Department. I have 
reports submitted by the various consular representatives in the 
various coimtries where these tobaccos come from. The statement 
was made this morning that these tobaccos cost, on the other side, 
80 to 90 cents. I will say that in my negotiations with the manu- 
facturers thev stated to me that they did not see why they should buy 
California tobacco when they could get it from the other side, laid in 
bond, for from 15 to 30 cents. 

Senator Simmons. 15 to 30 cents ? 

Mr. Aram. Yes, sir. 

Senator McCumber. That is export 1 

Mr. Aram. Imported from levantine coimtries. 

Senator McCumber. Imported for the purpose of making cigarettes. 
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Mr. Aram. Imported for the purpose of manufacturing in Uiis 
country and selling it in this country. 

Senator McCumber. At what price did you say ? 

Mr. Aram. 15 to 30 cents. 

Senator La Follette. That is the price on the other side? 

Mr. Aram. In other words, a man who has tobacco in the warehouse 
in New York City is willing to sell for that price. 

Senator McCumber. After paying the duty ? 

Mr. Aram. Before paying the duty. I have here a letter from a 
man who has 500,000 poimos of the Turkish imported tobacco, and he 
is offering it, in this letter, for 35 cents a pound in New York City in 
bond. It is dated August 9, 1921, from Mr. M. H. Mathewsian, New 
York City, as follows: 

My Dear Mr. Aram: Under separate cover I am mailing you just a few samples of 
our tobacco. This tobacco came to New York on the steamship ChesterviUe and we 
have 2,500 bales, approximately 500,000 pounds. We will sell it at 35 cents a pound 
ex warehouse New York. Should you be interested in this tobacco I will be pleased 
to give you inspection permit. Hoping to hear from you favorably, etc. 

The question was raised this morning, Whv is it that this industry 
has survived for 16 years and has increased in production and got 
along so well and now needs a tariff ? I would like to give you the 
history of this industry in the State of California. This industry was 
started back in 1906 by a few men who had come to this country 
from Macedonia and Turkey, where they had been tobacco growers 
themselves. They took up the industry in San Juan Valley and 
made it a sort of side issue. Some of them had 1 or 2 acres oi land 
that were not used for anything else and they put those acres in 
tobacco. That was done on the side. When the time came to sell 
the tobacco they sold it for whatever the manufacturers offered. 
No attempt was made to keep account of its cost. These in«i 
reasoned something like this, '*Last year we had $5,000 for our 
olives, this year we have $5,000 for our olives and have $300 or $400 
for our tobacco besides." They considered tiie tobacco money all 
velvet. They never figiu-ed, however, on the cost of raising the 
tobacco, because that was done in between times. That condition 
continued until about the year 1911. By 1911 it became generally 
known in California that this type of tobacco did best in certain 
soils which up to that time we did not know what to do with. It. 
required light, loose soil; soil on the hillside. Now, it was at that 
time that good American farmers went into tobacco growing exclu- 
sively. Of course, they kept books. When the crop came and was 
harvested, they discovered it did not bring within one-half the cost 
of production. The industry then b^an to decline. Then the war 
came along. Under war conditions we sold it as best we could. 
Production went on. As soon as the war stopped the imports from 
the other side came in and the industry dropped down. 

I must state that if the coming tariff bill does not carry a protec- 
tive duty on this tobacco, we are through with it. We can not do 
anything with it. I have a letter here that shows the situation we 
face now: 
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Fresno, Calif., March 3, 19£1. 
Frbd W. Links. 

State Agricultural Society, SacrammtOf Calif, 
Dear Sir: We have your favor of February 28, and note your desire to have an 
article dealing with growing tobacco in this section. 

Tobacco j^Towin^ in the San Joaquin Valley has been practically abandoned because 
of unfavorable prices and the inability to market the crop grown two or tiiree years 
ago. 

Any report that would be made would therefore be rather adverse, and we hesitate 
to compile it, unless you believe it should be included in the statistical report. 
Yours, very truly, 

Fresno County Chamber op Commerce, 
Guy E. Leonard, Director of Publicity. 

The tariff in the Fordney bill was computed on the basis of the 
cost of production here and the cost of production on the other side. 
It is less than what we asked for and we bdieve we should have, but 
we are willing to go to work on what the Fordney bill gives us. The 
cost of production over on the other side we secured, after careful 
examination, and through the consular reports, and so on. We are 
ready to submit to the committee also detailed cost of production; 
going into every item in connection with this tobacco. It is in our 
brieiT 

I should also answer the statement of the gentleman who spoke 
this morning, and who made it appear that the Wavs and Means 
Committee levied a tariff on a product with no other showing than a 
written brief. That is not true, and the statement is not fair to the 
House committee. I could not be present during the public hearings 
before the Ways and Means Committee. I arrived a little too late. 
I put in our brief, which they referred to, and then the subcommittee 
on agriculture called me in and made me go over every statement 
and prove evenrthing that was contended for. In fact, it was very 
thorough, and m)m my experience with the committee I wondered if 
every member of the committee came from the State of Missouri. 
We nad to go very thoroughly into every statement and prove every 
statement mat we made and give them all the facts in detail. 

There is another question, and that is the (question of quaUty. 
The gentleman who spoke here this morning said that this was not 
Turkish, tobacco. Well, it is not Turkish tobacco; that is, it is not 
grown in Turkey. It is what is known as nicotinum rusticum. Turk- 
ish tobacco is not grown in Turkey alone; it is grown in Macedonia, 
Russia, Austria, Rumania, Greece, Palestine, Syria, Bulgaria, Italy, 
South Africa, United States, and in a number of other countries. In 
the Union of South Africa they began to cultivate this tobacco about 
10 years ago. Now they have demonstration farms and an assistant 
to the director of agriculture in chaise of tobacco exclusively. I will 
pass to the committee an advertisement in a London paper by the 
conunissioner of the Union of South Africa urging Bntishers to 
naigrate to the Cape Colony and engage in farming Iwkish tobacco. 
In Italy also they have been producing this tobacco for several years, 
and the Itahan Director of Agriculture recently announced that the 
cultivation of Macedonian-type tobaccos would be further extended, 
and that it was the intention of the ItaUan Government to be inde- 
pendent of imports from the levantine countries. The question of 
quality in connection with our tobaccos was never raised until after 
we organized our cooperative association and prepared to ask Congress 
for adequate protection. It was then that tne manufacturers began 
81627— 22— SCH 6 8 
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to cany on a systematic propaganda against the quality of this 
tobacco. Here is a news item printed in tne issue of Ai^gust 29, 1918, 
of Tobacco, a trade journal published for the tobacco industry: 

SUCCESS IN CAUFORNIA. 

E. Constantine, a tobacco broker of San Francisco, visited the Chiflakos Broe/ 
plantation near Esparto, Yolo County, Calif., recently for the purpose of investigating 
the varieties and quality of the tobacco grown by Chiflakos Bros. After making a 
thorough examination Constantine declared the product to be of the very highest 
quality, and closed a contract for the purchase of the crop. 

Constantine was enthusiastic over the possibilities or tobacco raising in the Yolo 
section, and is endeavoring to sign a contract with the Chiflakos Bros, for the entire 
crop of 1,000 acres for next year. It is not known if the deal was closed, but it is prac- 
tically assured that the Esparto growers will have in the neighborhood of 1,000 acres 
in tobacco in 1919. 

Senator Reed. How much ground did you say is used in Califomia 
in raising this Turkish tobacco ? 

Mr. Aram. Three thousand acres in 1919. 

Senator Reed. What is the total acreage of Califomia ? 

Mr. Abam. I do not know, sur. I do not think I can answer that. 

Senator McCumber. Do you mean tillable land ? 

Senator Reed. Yes, tillable land. 

Mr. Aram. I do not know. But in Califomia we can raise the 
entire world consumption of this tobacco without using one acre of 
land fhat is fit for otner crops. 

Senator Reed. How many acres in the United States are employed 
in the tobacco business generally ? 

Mr. Aram. I do not Imow that, sir. 

Mr. DusHEiND. One miUion. 

Senator Reed. How many people own these 3,000 acres of groimd ! 

Mr. Aram. We have a membership now of 300 farmers. 

Senator Reed. Three hundred farmers ? 

Mr. Aram. Yes, sir. 

Senator Reed. Then there are 300 farmers who, you say, are 
members ? 

Mr. Aram. Yes. 

Senator Reed. You mean 300 farmers who are engaged in the 
business of raising Turkish tobacco ? 

Mr. Aram. No, sir; there are more than that. My association i& 
comprised of 300 farmers. The reason that the other fellows are out 
is this: When American Tobacco Co. came out there they leased 
groimd in the San Juan Valley. Naturally the thing centerea around 
San Joaquin Valley 

Senator Reed. That is probably very interesting, but I want to 
follow the line of questioning upon whicn I started. 

Mr. Aram. That is just what I was coining to. 

Senator Reed. How many people are there outside of your associa- 
tion? 

Mr. Aram. I have not the exact figures. 

Senator Reed. Well, approximatefy. 

Mr. Aram. Well, I should say about 100. 

Senator Reed. So thatt here are about 400 men engaged in raising 
the Turkish tobacco in Califomia ? 

Mr. Aram. Yes; that is, 400 men who own the land and cultivate 
it. There are more than that engaged in the industry. 
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Senator Reed. I am talking about the landowners. 

Mr. Aram. Yes. 

Senator Reed. When you speak of others bemg engaged in the^ 
industry, do you mean mere employees who are engaged in picking, 
tobacco and storing it ? 

Mr. Aram. Such men as are employed in the industry. 

Senator Reed. How many men, all told, would you say are en- 
gaged in cultivating the 3,000 acres of ground to which you referred? 
I mean men employed in picking the tobacco, storing it in warehouses, 
and carrying it to market. f- 

Mr. Aram. I do not think I could give you a very accurate answer 
to that question. 

Senator Reed. Approximately. 

Mr. Aram. I do not know. 

Senator Reed. It does not average 10 acres apiece, does it ? I sup- 
pose one man could come pretty near taking care of an acre. 

Mr. Aram. He can not. In the busy season it would take about 
six men to an acre part of the time. At other times one man could 
handle it. 

Senator Reed. Would you say 6,000 people, taking the average 
during the entire year? 

Mr. Aram. It would take more than that. It would be nearer 
9,000. Nine thousand would be a fair number employed; that is, 
from time to time. 

Senator Reed. About 9,000 ? 

Mr. Aram. Yes. 

Senator Reed. During the entire year? 

Mr. Aram. Yes, sir; employed from time to time. 

Senator Simmons. Working 3,000 acres ? 

Mr. Aram. Of course that is not the entire time. 

Senator Reed. I am asking you for the entire year. 

Mr. Aram. That would be the average. 

Senator Reed. How much employment would be furnished con- 
stantly during the year on that average ? 

Mr. Aram. That would be the average number employed. 

Senator Reed. That would be the average. All nght; we will say 
9,000. 

Mr. Aram. Yes. 

Senator Reed. How much Turkish tobacco do you raise — that is, 
what you call Turkish tobacco ? 

Mr. Aram. I, personally ? 

Senator Reed. Oh, no. I mean all of these people. 

Mr. Aram. In 1919 we raised over one miUion and a half pounds. 

Senator Reed. One million five hundred thousand poimds ? 

Mr. Aram. Yes, sir. 

Senator Smoot. What did you raise this last year? 

Mr. Aram. I think about twenty or thirty thousand pounds. 

Senator Smoot. How much ? 

Mr. Aram. About twenty or thirty thousand pounds, because we 
have not sold anything, including the 1919 crop. 

Senator Smoot. What was the 1920 crop? 

Mr. Aram. Seven hundred thousand. 

Senator Reed. Seven hundred thousand poimds for 1920 ? 

'Mr. Aram. Yes, sir. 
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Senator Reed. That was last year? 

Mr. Aram. Yes. 

Senator Reed. What is this tobacco worth per pound ? 

Mr. Aram. It is not worth anything now. The manufacturers say 
it is not, and only four or five buyers can buy. They say they do not 
want it. It is not worth anything. 

Senator Reed. I do not want to take advantage of you, and you 
must not take advantage of me. You say that it is not worth any- 
thmg. You mean by that there is no market. What is the market 
for it? It surely seUs for something. 

Mr. Aram. I suppose it would sell for something if any manu- 
facturer came and made an oflFer for it, but we have no oflFers for it. 

Senator Reed. It must not be of much account then. 

Mr. Aram. It is not of much accoimt to us unless it is sold. 

Senator Reed. Why isn't it of any account ? 

Mr. Aram. Because the manufacturer does not buv it. 

Senator Reed. Why does he not wish to buy it ? 

Mr. Aram. Because he does not wish to see the industry continued 
in the United States, but principally because the American product 
costs more than the foreign product. 

Senator Reed. The Amencan manufacturer does not want to see 
good Turkish tobacco raised in this country, and so he will not buy it 
at all. 

Mr. Aram. That is exactly the case. 

Senator Reed. How are you going to make him buy it ? 

Mr. Aram. We are not going to make him buy it. 

Senator Reed. Then how are you going to handle it ? 

Mr. Aram. All we want is a fitting chance so that the cost of pro- 
duction on the other side and on this side will be equalized. 

Senator Reed. What is the diflFerence in the cost of production of 
these 700,000 pounds ? I have asked you the price. I believe you 
said you could not tell the price. 

Mr. Aram. That tobacco costs, on the average, $1.25 per pound- 
some was more and some was less. 

Senator Reed. The average was $1.25 ? 

Mi. Aram. Yes. Our brief gives the exact figures. 

Senator Reed. What does the Turkish tobacco shipped in here sell 
for? 

Mr. Aram. There is no op>en market in the United States for this 
tobacco. The manufacturers maintain their own warehouses otct 
there and do their own buying and importing through a subsidiair 
company. Our consular reports show that the highest cost to th« 
foreign farmer is 50 cents. 

Senator Reed. Fifty cents. 

Mr. Aram. That is the highest, not the average. 

Senator Reed. What is the average ? 

Mr. Aram. I do not know. They have not given that to us. 

Senator Reed. Can you in aniy way approximate it ? 
• Mr. Aram. I have no way of doing that. Senator. I have rdied 
for my information on the Department of Commerce. 

Senator Reed. You say 50 cents. Then it costs two and a hwi 
times as much to raise tms tobacco here as it does to raise it abroad 
and ship it to the United States, pay the tariflP, and market it; that is 
the situation, is it ? 
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Mr. Aram. Fifty cents is the cost to the farmer over there before 
it comes here. 

Senator Reed. How much Turkish tobacco is consumed in the 
United States? 

• Mr. Aram. Out importation amounts to — it varies from 25,000,000 
to 35,000,000 pounds. 

Senator Reed. Twenty-five million. 

Mr. Aram. Yes. 

Senator Reed. To 35,000,000 ? 

Mr. Aram. Yes. 

Senator Reed. Then 30,000,000 would be a fair average. 

Mr. Aram. I presume so. 

Senator Reed. We wiU take 30,000,000 for easy figuring. It 
comes in at 50 cents. You say it costs $1.25 to raise tms tobacco. 
You would want some profit on that, naturally. What would you 
say would be a fair selling price ? 

Mr. Aram. I suppose we would be satisfied with 10, 15, or 20 per 
cent. It all depends on market conditions and crop conditions. 

Senator Reed. You would want to get at least $1.50 a pound, 
would you not ? 

Mr. Aram. We would have to get a fair profit. 

Senator Reed. Very well ; we will take $1 .50. Now, you want us to 
raise the price on the foreign tobacco from 50 cents on the 30,000,000 
pounds, so that instead of selling at 50 cents, the highest price at 
which it would sell, it would be $1.50, on the average. That is the 
price at which it would have to sell. 

Mr. Aram. That is not quite right. Senator; 50 cents is not. 

Senator Reed. So that if you import 30,000,000 poimds of this 
tobacco, that would mean $30,000,000 that would have to be paid by 
the American consumer in order that you gentlemen might realize 
25 cents a pound profit on 700,000 pounds, or $175,000. You want 
us to tax the American people $30,000,000 as a minimum in order 
that you may realize $175,000. 

Mr. Aram. That is not a fair statement, for this reason. 

Senator Reed. I think it is absolutely fair. 

Mr. Aram. I stated that the cost of production on the other side 
was a maximum of 50 cents a pound. There is no tobacco brought 
into this country and sold at such a figure, even before putting the 
tariff on it, which is now 35 cents a pound. 

Senator Reed. It is less than 50 ? 

Mr. Aram. Sometimes it is less than 50, at the point of production, 
but only two or three manufacturers can get it at that price. 

Senator Reed. You said that was the highest. 

Mr. Aram. That is the highest cost of pr^uction over there. 

Senator Reed. I asked you for the cost of production abroad plus 
shipping and plus tariff, and you said it was the highest price. 

Mr. Aram, I have no information on shipping. I have information 
only from the Department of Commerce as to the actual cost of pro- 
duction. That is the highest figure. Some is less than that when the 
tobacco comes to this country and before the duty of 35 cents is paid, 
but when it goes to the independent manufacturer he can not get it at 
such a price. 

Senator Reed. You certainly misunderstood my question, or I 
failed to ask it clearly. 
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Mr. Aram. I am trying to understand it. 

Senator Reed. The pnce of this tobacco after it has been shipped 
to this country and after it has been marketed is 50 cents, as I unaer- 
stood you to say. The market price, I understood you to say, was 
50 cents. 

Mr. Aram. That is not my statement. I said the cost of produc- 
tion on the other side was 50 cents for the highest figure. That is the 
actual cost of production to the farmer on the other side. I have no 
way of knowing what the transportation rates and the insurance 
chafges, etc., are, because we are not engaged in the marketing or im- 
porting of foreign tobacco. 

Senator Reed. Then you did not understand my question. 

Senator Smoot. Did I understand you to say that many of the 
independents could not buy the Turkish tobacco ? 

Mr. Aram. Not on the same terms as two or three manufacturers do. 

Senator Smoot. What difference does it make ? Do you mean that 
there is a difference in the price or in the terms ? 

Mr. Aram. A difference in the price. It costs much more for the 
independent manufacturer to buy the Turkish tobacco than it does 
two or three of the large manufacturers. 

Senator Smoot. Is your Turkish tobacco just as good as the 
Turkish tobacco that they import ? 

Mr. Aram. It is, sir. 

Senator Smoot. Why don't they come to you to buy it, then? 

Mr. Aram. They could not buy more than a bale a month. 

Senator Smoot. Your independent manufacturers amount to 
nothing in the trade, then, do they? 

Mi. Aram. There are none. 

Senator Reed. Then why do you talk about independent manufac- 
turers and large manuf actiu*ers ? 

Mr. Aram. That is one reason why they are not there. The supply 
is controlled and when they want it they have to pay heavy for it. 
When I spoke of independent manufacturers I meant that we have 
a great many men who make cigarettes by hand for private trade and 
for clubs, etc. They pay the highest prices. But their capacity is 
very small. We can not deliver one bale of tobacco to a manufac- 
turer and support our industry. 

Senator Smoot. No more than they get from Turkey ? 

Mr. Aram. They don't get from Turkey. They get it in New York 
from the importing subsidiary companies of the big five. 

Senator Reed. No more than they get from one of their factories? 

Mr. Aram. I don't know about that. 

Senator McLean. What is the tariff imder the old law? 

Mr. Aram. It has been 35 cents, classed as filler tobacco. 

Senator Smoot. That is unstemmed ? 

Mr. Aram. Unstemmed. 

Senator McLean. That represents the duty up to the enactment 
of the emergency tariff ? 

Mr. Aram. We are not in the emergency tariff. It is in the per- 
manent tariff. We wish we were in the emei^ency. Our farmers are 
broke, including myself. We had to sell our nouse last summer 
because all we have is in tobacco and I had to come here to get this 
tariff. If the permanent tariJOf doesn't pass before long, there will be 
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a good many farmers of my section, not only the tobacco growers, 
but others who will have to sell their houses or whatever they can to 
live on. We have been at our wits' end to know how to raise money 
to pay the warehouse charges that have been coming due from 
month to month on the association tobacco. I went to the War 
Finance Corporation and arranged for a loan. They were very nice 
to me and wanted to help. According to the war finance law we 
had to get a valuation on our tobacco in New York warehouses and a 
New York banker undertook to get that valuation. This was only 
two months ago. I was sitting in that banker's office when he called 
up the big manuf actiu^ers right in my presence and asked fhem as 
to the market value of our tobacco. He was informed that it was not 
worth more than 15 cents and yet the manufacturer who made that 
statement was at that very time in negotiations with me trying to 
get our tobacco for 40 cents, but they would not make the oflFer in 
writing. They knew we were hard pressed by a small bank in 
California and they also knew that it was only a matter of time that 
they could buy that tobacco at their own pnce. We could not get 
the valuation because there are only four or five companies in tne 
United States who can buy tobacco in any quantities. That is where 
the farmers stand. I have a letter here from a bank in California 
that has loaned some money to the members of our association, and 
the loan has been due for two years. This bank is a good friend of the 
association, but they have gone as far as they can oecause all their 
money is tied up in agricultural products that is not selling. Here is a 
letter and I will let it tell its own story: 

Bank op Esparto, 
Esparto, Calif., July 7, 19S1. 
Mr. Alprbd Aram, 

Care of Congressman Curry, Washington, D, C. 
Dear Sir: I hate to write hard-luck stories, but I am going to b^ of you to leave 
nothing undone to give us the relief that we are praying for, and that we so sorely 
need. It is a wonder that we keep open. If we could get the tobacco money, we 
would again find that life was worth living. 

It is impossible to predict what will come to us if we have to wait much longer for 
the relief that the sale of the tobacco will bring. 
Very truly, yours, 

M. O. Wyatt, President, 

As to how farmers are situated now I am goingto insert another 
letter that brings the situation right up to date. That also tells the 
story without any further comment. 

O'GoRMAN, Battle & Vandiver, 

New York City, December t, 1921, 
Alprbd Aram, Esq., 

Hotel Ashton, New York City, 
Dear Mr. Aram: I have received word from Mr. Quinn to-day that he has received 
a letter from the Fresno Bank in answer to his letter in which they refuse to be guided 
by his suggestions and recommendations in the matter but direct him to enter judg- 
ment, issue execution to the sheriff, and have the tobacco levied upon and sold in 
the re^lar way. Under these circumstances of course Mr. Quinn is powerless to do 
anythmg but to follow out the directions which he has received. 

I do not see anything that we can do under the circumstances, but I think you had 
better come to see me as soon as possible, and we will talk the matter over. 
Very truly, yours, 

Addison -A. Van Tinb. 
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The money we owe to this bank is $15,000, and the tobacco that 
they have ordered attached has cost our farmers over $200,000 to 
grow, and we can't raise the $15,000 to release our tobacco. I have 

f;one into every bank that didn't have a lock on their door, but I 
ound out that to borrow money from the banks now on agricultural 
products is impossible. 

Senator McLean. The filler tariff is 35 cents ? 

Mr. Aram. That is the wrapper tobacco. We have nothing to do 
with cigar tobacco. This is strictly cigarette tobacco. 

Senator McLean. But you have been doing business imder the 
rate of 35 cents a pound for the imported tobacco up to the present 
time, have you not ? 

Mr. Aram. We are under that now. 

Senator McLean. Yes. 

Mr. Aram. Yes. 

Senator McLean. Before I go further I will ask you this: Has the 
price of the foreign product varied very much in tne last year? 

Mr. Aram. Do you mean the leaf tobacco ? 

Senator McLean. I mean the tobacco used for cigarettes. What 
has been the effect of the war on that tobacco ? 

Mr. Aram. During the war the price was higher, but the manu- 
facturers could not get much because of the absence of ships on the 
high seas. They grew the tobacco in China and it cost them very 
little. 

Senator McLean. And since the war how has it been t 

Mr. Aram. It has been very low. 

Senator McLean. And in the meantime the price of cigarettes 
has doubled ? 

Mr. Aram. I suppose so. 

Senator McLean. So the matter of the tariff has not affected the 
consumer very much in this country ? 

Mr. Aram. No. It never has on any kind of smokes. If there is 
any saving the manufacturer keeps it. If there is any increase he 
passes it and more on to the consumer. 

Senator McLean. The dealers have gotten their production at a 
less price and they have doubled the pnce of the cigarettes. 

Senator Reed. Does the chart which you have there show that 
cigarette prices have been doubled ? 

Mr. Aram. I do not think they have been doubled. 

Senator Reed. They have been increased ? 

Mr. Aram. The price has been increased considerably. 

Senator Smoot. Have they been increased in pnce since the 
increase in the revenue ? 

Mr. Aram. Mv imderstanding is that they have been increased. 
Yes; I believe the price is nearly double on some cigarettes. 

Senator Smoot. Since the increase of the revenue tax ? 

Senator McLean. I do not want to make any misstatement. 
Perhaps I exaggerated when I said the price had doubled. I do not 
know anjrthing about that, but I assume that the price has increased 
with the increase in the price of other things. 

Senator Simmons. I do not think it has kept abreast with the 
increase in the price of cigars. 

Mr. Parker. Some brands of cigarettes have increased in price. 
They increased in price when the tax came along. There was an 
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increase in price for the packages of 20, but there has not been an 
increase since 1920, and the present tendency is downward. They 
have recently reduced the price. 

Senator McLean. You stated this morning, I think, that the price 
of the cigarette filled with Turkish tobacco was 2 or 3 cents apiece, 
as I understood you. 

Mr. Parker. That is the Pall Mall and the high-grade Egyptian 
Deities. 

Senator McLean. Yes. 

Mr. Parker. The price of the Pall Mall has* not been increased 
in 10 years. It was 25 cents to the consumer for a package of 10. 
In some stores thev sell for 30 cents for a package of 10 but, generally 
speaking, they sell for 25 cents. 

Senator Reed. How much increase was made in the tax ? 

Mr. Parker. From $1.25 to $3. 

Senator McLean. That is 3 mills to the cigarette. 

Mr. Parker. But there was no increase made in that price. 

Senator McLean. The price of the cigarette is, at the priBsent time, 
from 2.5 to 3 cents apiece ? 

Mr. Parker. Yes; and always has been. 

Senator Reed. Let us take the Camel, the real cigarette. What 
does that cost ? 

Mr. Parker. Twenty for 10 cents. The tax was increased from 
$1.25 to $3. The Virginia and the hurley tobaccos all went up. 
At one time they reached a point of 20 cents to the consumer. 

The manufacturers of Camels have comparatively recently made 
reductions. 

With the lowering of the cost of tobacco, the American Tobacco 
Co. got out 20 for 15 cents. The Lorillard Tobacco Co. has gotten 
out a brand that goes to the consumer for 20 for 15 cents. The ad- 
vance reached its peak in 1918 and during 1921 it has been on the 
decline. 

Senator Reed. What have you to say about these people in Cali- 
fornia who say that the large dealers will not buy that California 
tobacco ? 

Mr. Parker. There is no justification for it. It may be true that 
large mailufacturers having an organization in Turkey can save 
something on their tobacco. But these organizations are separate 
competing organizations. The American Tobacco Co. buys some 
through its own organization and picks up some through importers, 
but there is no suggestion of any condition that I know of where 
any manufacturer has any motive or purpose except to get the raw 
material that will suit his brand as well as ne can get it. 

Mr. Aram. It was stated this morning that the manufacturers 
tried to raise this tobacco in different States and they became con- 
vinced that the iobacco could not be grown in California. The 
fact that they went to Colorado to raise it as the manufacturers' 
representative stated this morning indictates that they know nothing 
about growing tobacco. High humidity, even temperature, and fog 
at night are prime essentials for the growing of this tobacco, ana 
if Colorado boasts these characteristics of climate it has escaped 
our attention. The manufacturers went out there and encouraged 
the industry as long as it was grown as a side issue and the farmers, 
as I said awnile asro were willing to sell it for whatever they were offered 
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for i t. The policy of the manufacturers changed and they then opposed 
the progress of this industry in California, as Mr. Parker stated— 
and ne was correct — in about 1910. Now that change was brought 
about in this way: In about 1909 or 1910 the United States Gov- 
ernment began to take a lively interest in the doings of the manufac- 
turers, and it was decided that with the establishment of this indus- 
try in California it would not.be quite to their liking that there 
should be a source of the raw product which would be open to any- 
one and where anyone could get it on equal terms. It would never 
do to give the small manufacturer a chance. As to quality, I don[t 
believe there has ever been any industry in the United States, be it 
agricultural or industrial, producing a competing article with a 
foreign article but what the interests making money on imports 
have come down here to Congress and raised a question of qualitv. 
A few years ago they said it was impossible to grow long staple 
-cotton in Arizona. Well, they are not only grovring long staple 
cotton in Arizona, but they are growing a better cotton than the 
imported, and it may interest this committee that the last United 
States Census report shows that the State of Arizona is showing a 
greater percentage of increase in population than any other State 
m the Union. If you go down the Salt River Valley of Arizona and 
see the transformation they have worked out of the dry desert you 
will easily understand how this increase of population came about. 
If it had been left to the gentlemen interested in cheap imported 
cotton, Salt River Valley would still be a desert. In 1904 the 
United States Department of Agriculture published a report based 
on the Paris Exposition of tobacco. 

Mr. Marcus Floyd, who is now ei^aged in the production of wrapper 
tobacco, represented the United States Department of Agriculture 
at that exposition. In that report the department ui^ed that the 
United States should ultimately become independent of all foreim 
tobaccos and that there was no reason whatsoever why we should 
not go to work and produce all the dififerent kinds of tobacco that are 
grown anywhere in the world. Did the Department of Agriculture 
or the Congress of the United States suppose for a moment that we 
could grow these various kinds of tobaccos without a protective 
tariff ? We have gone to work and produced this so-called '* Turkish " 
tobacco. We have an industry that must be protected. The manu- 
facturers come along and oppose the tariff that is already written in 
the bill. What have the manufacturers ever done to oromote any 
branch of the tobacco industry? What have they aone for the 
tobacco industry in the South? What have they done for the con- 
sumers, except to exploit them and charge them all they can. giving 
as little as they can ? Gentlemen, there is nothing to tms talk about 
quality. If there is any such question in the minds of the members 
of this committee, the California farmers will submijb their tobacco to 
any fair test that the committee may suggest. 

It was said awhile ago that on these 700,000 pounds of tobacco we 
want to raise a tax of $30,000,000 or so on the American pubhc, 
although the Senator raising the question misunderstood my state- 
ment on the cost of production in the Levant and followed an erro- 
neous method of computing. I wish to state this, that we are not try- 
ing to raise the taxes on the public. We want adequate tariff protec- 
tion and we can raise all the tobacco that the United States can 
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-consume of that type. As to raising the taxes on the smoker, there 
is about lOper cent of Turkish tobacco in the average blended 
cigarette. We know that. If there is more than 10 per cent, there 
is no import figure shown for the amount needed. 

If we distribute this $1 per pound on the amount of tobacco used in 
the average blended cigarette, the increase, if it is to pass on to the 
<5onsumer, would amount to thirty-two one-hundredths of a cent per 
package of 20 blended cigarettes. But, giving a protective tariff to 
this tobacco is not going to mean an increase to the consumer unless 
the manufacturer wishes it so. Tariff and taxes have no effect on the 
<3onsumer provided there is competition in manufacturing and dis- 
tribution. What the tobacco growers and the consumers of this 
■country need is real competition among the manufacturers. There 
are three individuds in this country who are interested in the manu- 
facture and distribution of tobacco products. They are known as the 
^'tobacco triplets.'' If some day they should go on a vacation with- 
out leaving their forwarding adaress, the manufacturers and the dis- 
tributing agencies of tobacco products in the United States would not 
know where to report to their chiefs. 

We have made several investigations with the collaboration of 
several of our consuls in foreign coimtries. 

In England the consumer buys a cigarette made entirely of Vir- 
ginia tobacco which is shipped out of this coimtry. The British 
manufacturer paj^s freight, insurance, and so on, and pays a very 
high duty, which is mucn higher than that in the United States, ancl 
yet the cigarette sells for practically the same price that the American 
•consumer pays for it in tnis countrv. Competition in England keeps 
the price aown in spite of very l^gn taxes. 

Tnere has been considerable talk about taxes being high on the 
tobacco industry in the United States. On investigation we found 
that the American smoker is taxed less on his tobacco and gets less 
for his money than the people in any other civilized country where 
tobacco is not a Government monopoly, and as to the farmers who 
produce the tobacco, they are dependent on what the manufacturer 
may wish to pay them. 

Here is a statement that appeared in the Wall Street Journal : 

MANUFACTURERS ACCUMULATE CASH. 

As a result of lower leaf prices, cigarette manufacturers are accumulatinsr lar^ 
quantities of cash. It is officially estimated that one of the big manufacturers pur- 
cnased its supply of tobacco at something like $20,000,000 less than it cost in li^llj. 
This figure exceeds the manufacturing profit of any cigarette concern last year and is 
nearly 45 per cent of the profits of the nve most important manufacturers. 

These $20,000,000 represent money that belonged to the farmers, 
money that the manufacturer should have paid and did not pay to 
the farmer. Did any of it pass on to the consumer ? 

If this increase in tariff is going to mean an increase to the con- 
simier, how is it to be explained that in Ei^land, where tte taxes 
are nearly 100 per cent higher than in the United States, the con- 
sumer pays practically the same price or less ? With respect to some 
of the American brands which are manufactured and sold in this 
country and also manufactured and sold in England after paying 
the 100 per cent higher tariff, the Englishman pays 1 cent less per 
package of cigarettes than the man in this country. 
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Senator La Follette. On an American cigarette ? 

Mr. Aram. Cigarettes manufactured in England by the American 
tobacco companies, and same identical brand sold here and in 
Ei^land. 

1 have tel^rams in my pocket from our consuls. I also got infor- 
mation on the various brands in question from the manufacturers 
themselves. For instance, on one brand of cigarettes, I went to the 
export manager of that particular cigarette and asked him what it 
sold for in England. 

Senator Watson. What is the name ? 

Mr. Aram. Melachrino, but it holds true for Pall Mall and Philip 
Morris cigarettes, also, in spite of the fact that the manufacturer 

f)ays twice as much in taxes in England, the Englishman pays 1 cent 
ess for his package of 10 of these cigarettes than we pay here. 

Senator Reed. What is the ordinary Government revenue oa 
cigarettes ? 

mr. Aram. What kind of cigarettes ? 

Senator Reed. Take those cigarettes made in this country. 

Mr. Aram. You mean on tobacco grown in this country ? 

Senator Reed. Yes. 

Mr. Aram. $3 per thousand internal revenue. 

Senator Reed. Then there is a stamp ? 

Mr. Aram. In addition to the $3 revenue there is an import duty 
if the cigarette is made of imported leaf, but on cigarettes made of 
American-grown tobacco $3 covers everything. The total Govern- 
ment tax m the United States on cigarettes made of all imported 
Turkish tobacco is $4.31 per thousand. In England the same 
cigarette pays a tax of over $7.35 per thousand. 

senator Reed. The import tax. 

Mr. Aram. In England there is no tobacco produced and there is 
no internal revenue. All the tax is taken at the customs house. 

Senator Reed. And they sell for less there ? 

Mr. Aram. For 1 cent less than in America. That is the manu- 
facturer's statement to me. 

Senator Reed. That is retail ? 

Mr. Aram. Yes, sir. 

Senator Reed. Perhaps the merchant sells at a less profit ? 

Mr. Aram. I do not know what his profit is, but m the United 
States the manufacturers control the arteries of distribution also 
through large chain-store systems, and the manufacturers themselves 
tell me that the cost of distribution in the United States is less thaji 
in other countries. They have things just where they want in this 
country. As to comparative prices here and in England I have charts 
here which I will pass for tne record. It shows a comparison of 
taxes on tobacco in the United States, Canada^ and England. 

It shows that cigarettes made of good Virginia tobacco retail in 
England at $10 per thousand after paying British taxes of $4.90 per 
thousand, while the same cigarette retails in this country for $10 per 
thousand, paving to the United States Government total taxes oi $3 
per thousand, in spite of the fact that the tobacco is grown at the 
very doorsteps of the American factories while the English manufac- 
turers must pay ocean transportation, insurance, etc. It is also 
interesting that some of the cigarettes sold in England are manu- 
factured by subsidiaries of American companies. There was some- 
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thing said this morning about this tariff on Turkish tobacco injuring 
the tobacco farmers of the South. It was attempted to show that 
the consimiption of southern tobaccos depended on the use of Turkish 
tobacco to be blended in. It would be interesting to have the manu- 
facturers show the exact percentage of the Turkish tobacco contained 
in some of the largest selUng blended cigarettes. I have been a 
tobacco man all my life and 1 know that mere is no cigarette more 
delightful and tasty than good ripe Virginia and hurley cigarettes. 
The manufacturers put that kind of cigarette on the market in 
England and other countries, but in the united States they mix it 
ivith ''57 varieties" of artificial flavoring. They have good reason for 
-doing that — that is, good reasons that suit their purpose. That, also, 
ivill have to be looked into one of these days, but as to the interests 
of the southern tobacco growers it is notmng short of preposterous 
that the American manufacturers of cigarettes should undertake to 
speak for the tobacco farmer. What the tobacco growers — growers 
of any kind of tobacco — ^in this coimtry need is real competition in 
manidfacturing. The speaker for the manufacturers stated this 
morning that the marketing of so-called blended cigarettes started in 
about 1912. He ^as right. What brought that about? Did the 
American smoking public get up all of a sudden out of a clear sky 
and demand blended cigarettes? Both the smokers and the manu- 
facturers seemed to be getting along very well with straight southern- 
tobacco cigarettes. 

In examining any condition or question in connection with the 
tobacco industry in the United States anything that happened within 
the years of 1910 and 1912 bears looking into very closely. That 
was the time when the United States Government took a lively in- 
terest in the activities of these manufacturers, which culminated in 
a dissolution order of the United States Supreme Court in 1911. The 
manufacturers artificially forced the demand for the so-called blended 
cigarettes because they felt that if the Government of the United 
States continues its interest in the tobacco situation, the United 
States being the largest tobacco-producing country, manufacturing 
would soon become an open game. Then they startod to concen- 
trate and create a demand for the so-called blended cigarette. And 
since they control the importation of these Turkish tobaccos they 
felt that would give them some measure of protection against manu- 
facturing competition. The manufacturer's opposition to this tariff 
on Turkish tobacco is explained by these facts. 

Senator Reed. May 1 interrupt you now and ask you another 
question ? 

Mr. Aram. Yes. 

Senator Reed. You said there were 9,000 people employed, on the 
average, in this industry ? 

Mr. Aram. Yes; in 1919. 

Senator Reed. And they raised 700,000 pounds of tobacco last 
year? 

Mr. Aram. Yes, su:; but the 700,000 production did not require 
9,000 people. That was for 1919, when the production was over 
1,500,000 pounds. 

Senator Reed. Which you say cost you $1.25. That would be 
$874,000. How would you pay 9,000 men with $874,000 ? 

Mr. Aram. How would I pay them ? 
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Senator Reed. Yes. How would you pay 9,000 men working at, 
say, $1 per day. That would not pay their wages at $1 per day. 

Mr. Aram. I do not know what these men received, but we did not 
have 9,000 men engaged in 1920. Our association is conducted in 
this way: Our farmers raise tobacco under the direction of the asso- 
ciation as to the method of production. The tobacco is taken to the 
association's warehouses, and a man goes to New York to try to sell 
it as best he can, and they are paid pro rata on what they get. In the 
last three years they have not received anytMng. 

Senator Reed. I do not think they have tiiat many men because 
it would not pav them. 

Mr. Aram. The cultivation of tobacco requires a great many men. 
But the 1920 production of 700,000 pounds did not require 9,000 
people. That was for 1919, when we produced over 1,500,000 pounds, 
and most of these employees are part time only. • 

Senator Reed. May I ask you another question ? 

Mr. Aram. Yes. 

Senator Reed. You spoke of 3,000 acres of land. Where does that 
land lie ? 

Mr. Aram. Do you mean the exact location ? 

Senator Reed. Generally speaking. Is it scattered all over the 
State of Calif omia ? 

Mr. Aram. Yes, sir. 

Senator Reed. Is it rich land ? 

Mr. Aram. It is not. It is not grown on rich land. 

Senator Reed. It is poor land ? 

Mr. Aram. Yes, sir. 

Senator Reed. Do you raise anything besides tobacco ? 

Mr. Aram. We have not so far. The best land is the land which 
heretofore has been used for grazing; that is, rocky, sloping, loose 
soil. That is the reason the State of California has gone behind this 
thin^ and wants a tariff. It is because there is plenty of this land 
whicn can not be put to productive use except for tms kind of tobacco. 
I have requests here from the chambers of commerce of 21 counties, 
farmers' organizations, and from other public oi^anizations ana 
several editorials from newspapers stating that Cali^mia needs this 
industry because it puts to productive use the type of land that we 
can not make use of for anything else. 

Senator Reed. What is it worth ? 

Mr. Aram. From $100 to $250 an acre — some is worth more and 
some less. 

Senator Reed. The land, then, is not good to do anything else 
with? 

Mr. Aram. It is not good for anything else except grazing. 

Senator Reed. That is a high figure, is it not ? 

Mr. Aram. That is what .we are payii^. 

Senator Smoot. You are paying that tor land ui California ? 

Mr. Aram. Yes. This tooacco bein^ grown on hillsides there are 
numerous ravines, gulleys, steep banks of the ravines, and other 
waste area that can not be cultivated, and tiie cost of the entire land 
must be charged agaiast a productive area only. 

Senator Watson. You are asking for a tariff of $1 per pound on 
the Turkish tobacco ? 
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Mr. Aram. Yes, sir. I am asking that there be no change in the 
Fordney rate. 

Senator Watson. On the theory that you can raise and are raising 
Turkish tobacco which you want to be protected from imported 
Turkish tobacco ? 

Mr. Aram. Yes, sir. We have an established industry that has 
every claim to protection — in fact, it can not survive without it. 

Senator Watson. You want the Turkish-tobacco industry pro- 
tected ? These gentlemen say that you are not raising it, and you 
say you are. They say that they can not use it. 

Mr. Aram. Yes; that is what they say. 

Senator Watson. How do you propose to prove your position? 
You say they can use it and they say they can not. How do you 
propose to show that it can be used ? 

Mr. Aram. Thej^ did use it as long as they could get it at their 
own figure. Here is a pamphlet published by the American Tobacco 
Co. in 1909. It goes into detail and tells the farmers how they 
should raise the Turkish-type tobacco. They have a statement here 
to the effect that the thing is an absolute success and that it is an 
established industry. 

Senator Reed. What year was that ? 

Mr. Aram. 1909. 

Senator McCumber. Do they say it is a Turkish tobacco ? 

Mr. Aram. The entire pamphlet is on Turkish tobacco. I have 
a letter here from Gaston & Co., importers and brokers of Turkish 
tobacco. They are also small manufacturers. It is dated New 
York, August 20, 1917, and is signed James G. Gaston, and is as 
follows: 

Dear Sir: Your letter of August 2 received, also the samples. I am very well 
pleased with the quality and I will buy all the tobacco, more or less than 60^000 
pounds, so please write me a letter, and tell me what price do you consider right 
for this year's crop and when the tobacco will be ready for shipment to New York. 

I hope you will grant me a reasonable price so we will be aole to do business this 
year. 

Hoping to receive a favorable reply, I am, etc. 

I have another letter here which speaks of the visit of Mr. Kahaya, 
president of the Standard Commercial Tobacco Co., New York. Tnis 
company makes all Turkish-tobacco purchases for the Camel ciga- 
rettes. 

TuRLOCK, Calip., April 23 y 1921, 
Mr. Alprbd Abam, Fresno ^ Calif, 

Dear Sir: In reply to vour request concemiiig certain interview with Mr. Kahaya, 
president of the Standard Commercial Tobacco Co. of New York, I beg to state that, 
to the beet of my recollection, it was some time in the month of December, 1917, or in 
the month of January, 1918, that Mr. Kahaya examined our tobaccos in Santa Clara 
County and in the presence of a number of gentlemen declared that our California- 
grown Turkish tobacco was a distinct success, in color, size, aroma, and oily quality 
and body of the leaf. I remember that he expressed great enthusiasm, and further 
added on his return from the Orient he would be ready to invest millions in our 
Califomia-grown Turkish tobacco. 

However, I believe Mr. Kahaya's expert opinion subsequently appeared in an 
interview published in the San Francisco Call some time later. That opinion was 
very flattering to the California product. 
Very sincerely, yours, 

Arakelian Bros. & Co, 
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Senator Smoot. That is when they were spending money to 
develop the industry ? 

Mr. Aram. That is during the time when they were making money 
buying the farmers' crop at confiscatory prices. They did not come 
out there to develop the industry. . Tney came out there after the 
industry had started and came there to put it where they wanted it, 
but the farmers would not stand for it. For instance, when the time 
came to deliver the tobacco to the buyer the farmer was informed 
that he must deliver it to the company warehouse at Merced. Now, 
this town happened to be 60 miles from the tobacco-growing section. 
There was not a pound of tobacco grown within less than 60 miles ol 
Merced. The farmers would protest. Some would refuse to do so; 
others would deliver. When the tobacco arrived at the warehouse 
the farmer was then told what he would get for his tobacco. 

After spending several days to pack and cart his tobacco to that 
distance he did not have the heart to cart it back another 60 miles, 
and so he let them have it at their own price. After a while, the 
farmers would not have anything to do with him. There were 
protest meetings. The chambers of commerce of the various dis- 
tricts had to consider the situation, and the sentiment of the people 
was so aroused that it was not the safest thing togo through these 
districts and be known as manufacturers' agents. The manuiacturers 
stayed there as long as the loot lasted and discontinued only because 
outraged public opinion would no longer tolerate their tactics and the 
manuiacturers were convinced that the supply could not be con- 
trolled. Only a tobacco farmer knows the imperial arrogance of the 
tobacco buyer and his chief, and yet these men come down here 
before Congress and state without blushing that they went out to 
California to try to develop the industry. 

Senator McCumber. You have had 12 years since then to demon- 
strate that. 

Mr. Aram. As to the quality, we are perfectly willing to get samples 
of both imported and domestic-grown tobacco and make any test 
to satisfy this committee, if any doubt exists. 

Senator MoCumber. You thmk that any smoker who would use it 
for a month could not tell the diflFerence ? 

Mr. Aram. There is no smoker in the coimtry who can tell the 
difference. The manufacturer himself can not tell it. I have tried 
it" on them. 

Senator McCumber. Then why is it they can not sell it for as good 
a price, if they can make a cigarette that the smoker can not tell t 

Mr. Aram. That is, the American-grown tobacco ? , 

Senator McCumber. Yes. 

Mr. Aram. They can and they have used it, but the domestic 
product cost more than the imported. They would lose money if 
they used our tobacco, especially now when the imported article is 
going around begging for a buyer. The question of quality that the 
manufacturers have raised is not sincere. It is a question of the 
domestic costing more than the imported and also of encouraging a 
source of supply which they can not control. 

Senator McCJumber. With a great many it seems to be a Question 
whether or not it will measure up in quality with the Turtish to- 
bacco. 
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Mr. Aram. We will dispose of that question by the method that I 
spoke of. 

Senator McCumbe'r. That would be to your satisfaction, but can 
you satisfy the buying public with that ? 

Mr. Aram. I do not think the buying pubhc can tell the diflference 
between third-rate and first-rate Turkisn tobacco, to sav nothing of 
tobacco of the same guaHty. It is the manufacturer who says that 
this is not Turkish tooacco; in other words, the manufacturer wants 
to be judge, jury, and prosecuting attorney all at once. As to 
satisfying the public, we may yet go into manufacturing, and the 
public mil give its verdict soon enough. About two months ago I 
made a few himdred cigarettes by hand. It was from tobacco that 
the association has in New York warehouses. I gave some of these 
cigarettes to Congressman Free of California. A few days after that 
he was in a banquet in Chicago and passed one of these cigarettes 
to the gentleman sitting next to him. He happened to be a fastidious 
Turkish-cigarette smoSer and immediately mquired of Mr. Free as 
to where *ne could buy these cigarettes. There is nothing in this 
talk of the manufacturers about the quality. They were after it 
hard enough when they could get it on their own terms. 

Senator McCumber. Your position is then, as I understand it, 
that these manufacturers, these large manufacturers, who can afford 
to buy in large quantities, are refusing to buy your product simply 
in order to destroy the business; that they really tnink it is just 
as good as the other, but they do not desire to purchase it, but want 
to drive you out of the market ? 

Mr. Aram. Not necessarily. 

Senator McCumber. Then why don't they buy it, if it is just as 
good? 

Mr. Aram. We can not sell it for the same price that the im- 

Eorted leaf costs them. If we did that, we would have to get out of 
iisiness. We can not do it for the same price. So far as me manu- 
facturer is concerned, if I were the manufacturer I would not buy 
the American-grown Turkish tobacco and pay more for it if I could 
get the imported article for less. 

Senator McCumber. You say that the imported article, without 
paving duty, will cost 50 cents ? 

Mr. Aram. More than that. 

Senator McCumber. What will be the average ? 

Mr. Aram. I can not say. 

Senator McCumber. Well, we will say 75 cents. Then you would 
have to add 35 cents duty ? 

Mr. Aram. Yes. 

Senator McCumber. That would make $1.10. 

Mr. Aram. Yes. 

Senator McCumber. If you get SI. 10 can you make money? 

Mr. Aram. No, sir; it would be below the cost of production. 

Senator Reed. Let me ask again the last part of oenator Watson's 
question. You say that the American tobacco combination, or 
ttie biff manufacturers — I will refer to them by the most offensive 
name I can think of — will not buy your tobacco although it has 
gone down to nothing, and the reason they will not buy your tobacco 
IS that they want to put you out of business ? 

81527— 22— SCH 6 4 
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Mr. Aram. Not necessarily; I did not say that. Our tobacco 
has not gone down to nothing. We insist on a fair price. 

Senator Reed. That is the way I understood it. Now, suppose 
you put $1 per pound tariff on it. They are still actuated bv that 
same motive. How are you goin^ to make them buy your tobacco t 
Why wouldn't they buy the foreign tobacco, as they do now, and 
refuse to buy your tobacco and chaise the American consumer a little 
more for the cigarettes ? 

Mr. Aram. Ine question as to California tobacco — that is, as to 
whether they would buy or not — came when they realized that our 
tobacco was costing more than the imported product, and they got 
wind of the fact that we wanted a tariff. What they wanted to 
prevent, and what they have tried to bring about for several years, 
IS that we should have no industry to talk about and ask protec- 
tion for. As soon as we have a tariff for protection and the cost 
in this country and the cost on the other side is equalized, then we 
can sell. They will buy it. Capital has no country and no favorites. 
There is nothmg personal in tne manufacturers' attitude^ But let 
us assume that even after the costs here and abroad have been 
ecjuaUzed they will not buy. We consimie over 55,000,000,000 
cigarettes a year in this coimtry. About 85 per cent of that con- 
sumption is represented by the so-called bl^ided cigarettes. Why 
is there not one manufacturer outside of the big five making blended 
cigarettes ? 

The reason is, when an independent operates on a scale where he 
needs large quantities of Turkish tobacco he gets into hot water. 
The supply is controlled. If the manufacturer is jsuflSciently short- 
sighted — ^which I don't believe he is — not to buy the domestic leaf 
when it can be given to him at an advantage over the imported, 
through better quality, grading, etc., he will be exposing himself to 
competition in the manmactimng field. I look to see the time when 
the tobacco farmers' cooperatives will follow their product from field 
to consumer, giving a fair smoke at a fair price. So, once you equal- 
ize the cost here and abroad, you can trust the American farmer to 
fight his battles. Tobacco growers' cooperatives selling their own 
manufactured brands and teUing the public why they were driven to 
manufacture will make mighty good reading, and I don't believe 
the present manufacturing interests have any stomach for it. I 
believe, however, that is coming in spite of wnat they may do. It 
will be the first time the American pubUc wiU get an honest amoke at 
a fair price. There is too much advertising humbug and not enough 
value given in the tobacco business as it is conducted now. 

Senator Reed. You say that the little fellow is not buying, and 
the big fellow will not buy ? 

Mr. Aram. They will later on. We can not live on the little feL 
low's business. 

Senator Reed. Why not to-day ? 

Mr. Aram. Because now we can not sell in competition with the 
imported leaf; when we have a protective tariff, it will be a different 
story. 

Senator Reed. Let me read these figures to you: In 1918 you 
raised 870,000 pounds; in 1919, 1,525,000 pounds; in 1920, 700,000 
pounds; and in 1921, 40,000 pounds. Now, if this conspiracy exists 
to put you out of business, and they will not buy your tobacco at all 
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and you put a $1 a pound tariflF on it, how are you going to make 
tiiem buy ? 

Mr. Aram. We are not going to force anybody to buy our products. 
I believe I tried to make it clear a while ago. The reason that they 
have held back for the last three years from buying is that the im- 
ported leaf is much cheaper, and also they knew we were trying to 
mvestigate the cost of the product on the other side and the cost of 
our product, and we were getting ready to come before a Republican 
Congress for protection. When the protection is given tnat will 
vanish. 

Senator Reed. Three years ago ? 

Mr. Aram. We began three years ago. 

Senator Reed. And you foresaw a Kepublican Conffress. You did 
not know threevears ago we were going to have one, did you ? 

Mr. Aram. We were quite sure we were going to have one before 
long. 

Senator Reed. You had better get filled up this time because you 
are not going to have one next year. [LauWnter.] 

Mr. Aram. We will roll up a majority in California, anyway. The 
farmers are protective tarin Republicans. 

Senator McLean. How many pounds of tobacco does it take to 
make a thousand cigarettes? 

Mr. Aram.' Three pounds. 

Senator McLean. So that a dollar a pound for the cost of the 
tobacco in the cigarette would amoimt to 3 mills for the cigarette ? 

Mr. Aram. I have a letter here from the Tobacco Products Corpora- 
tion, signed by James A. Dixon, in which he says: 

We are able to buy tobaccos that are equally as good tobacco in quality as the Cali- 
fornia tobaccos, of the 1913 crop, at 21 cents per pound f. o. b. snipping point: this 
with the duty and expenses added brings the cost of same considerably below that 
which you state the best of your tobacco has cost to produce, and we are therefore 
unable to consider entertaining any proposistion to purchase these California tobaccos 
at a price such as you mention. 

Senator Reed. What is the date of that letter ? 
Mr. Abam. February 18, 1918. 
Senator Smoot. That is Colorado tobacco ? 
Mr. Aram. California tobacco. 

I have another letter from the Melachrino Co., dated New York, 
November 10, 1916, in which it states as follows: 

Your samples of California tobacco received a few days ago. We have examined 
same thoroughly and have also smoked cigarettes from this tobacco, but hardly think 
that we will oe interested at the prices quoted in your telegram. 

This is the Melachrino Co., making one of the highest grade Turkish 
cigarettes. You will note that they state they have smoked the 
toDacco, but there is no objection or even mention of anything about 
quality. The contention has always been and is now on the price, 
because we have not been able and we can not now sell the American- 
grown tobacco for the same price that the farmer on the other side 
can sell it for. 

Senator La Follette. Will you select from your material there 
all the letters that bear upon this subject — the telegrams and pam- 
phlets, etc., that you have referred to? 

Mr. Abam. Yes, sir. 

Senator La Follette. And the charts that you have made? 
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Mr. Aram. Yes, sir. 

Senator La Follette. And pass them to the reporter and let them 
b3 made a part of your statement? 

Mr. Aram. I will do that. 

Senator Reed. You say you have an association of 300 members? 

Mr. Aram. Yes, sir. 

Senator Reed. Do you market everything through that associa- 
tion '< 

Mr. Aram. Yes, sir. 

Senator Reed. Why ? 

Mr. Aram. For self-defense. 

Senator Reed. That is what Germany said when she built up her 
army. 

Mr. Aram. I do not know any better way of selling products than 
through the association. We tried the other way. 

Senator La Follette. You sell your product just as the California 
fruit producers sell their products ? 

Mr. Aram. Yes, su*. 

Sensitor Reed. You do that so that you can keep the price up, do 
you not ? 

Mr. Aram. No, sir. 

Senator Reed. To keep it down, I suppose ? 

Mr. Aram. No, sir. We keep the cost of production'down. 

Senator Reed. The cost of production ? 

Mr. Aram. Yes. 

Senator Reed. Doesn't each individual raise his own crop ? 

Mr. Aram. Each individual raises his crop and manipulates it to a 
certain point. After that, instead of each individual doing the 
curing, grading, etc., we do that through the central warehouse, 
which makes it cost less and also insures an impartial grading. It 
insures shipping in car lots and every advantage to lower overhead. 

Senator Keed. All right. When you ^et it in that shape all the 
tobacco of all the members of the association has to be marketed 
• through one agency, does it not? 

Mr. Aram. Through the board of directors of the association. 

Senator Reed. You have all the growers of this character of 
tobacco in that association, have you not ? 

Mr. Aram. Yes, sir. 

Senator Reed. You expect to get them all, don't you? 

Mr. Aram. Not all. 

Senator Reed. Substantiallv all ? 

Mr. Aram. Yes; substantially all. 

Senator Reed. I am talking about them generally. So, if we put 
on this tariff and shut out the foreign tobacco 

Mr. Aram (interposing). We are not going to shut it out. The 
protective tariff on wrapper leaf has not shut out imports. There is 
more imported now than there was before the tariff. I will submit 
a carefully prepared chart on that subject for the record,' 

Senator Reed (continuing) . There will be but one seller of your 
tobacco in the United States, and that will be your association?' 

Mr. Aram. Yes. That may be. 

Senator Reed. That will be a good thing for you. 



> Omitted in printing. 
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Mr. Aram. My best answer to that is that the results of cooperative 
marketing of farm products throughout the United States is to the 
advantage of every one. The cooperation is not for the purpose of 
holding up the puolic or the purchaser. It insures quality, fading, 
etc., and it also protects the farmer against the manufacturer who has 
shown that he knows how to take advantage of the unorganized 
producer. 

Senator Reed. And also prices. 

Mr. Aram. Of course, we nave got to get back our money. 

Senator Reed. You know that your literature is full of representa- 
tions to your members that by joining this association they can get 
better pnces. 

Mr. Aram. If we can grade better 

Senator Reed (interposing). I did not ask you that. I asked you 
if your literature is not full of statements to the effect that you can 
get better prices by joining the association ? 

Mr. Aram. If the individual farmer dealt by himself, he would have 
to sell at the piu*chaser's price, and the consumer does not get the 
benefit. 

Senator Reed. And you don't intend to do that? 

Mr. Aram. My answer to that is that I have a letter written to 
each individual grower to the effect that the policy of the association 
will be as follows: We will compute the exact cost of growing and 
marketing and we will then charge so many per cent for profit, and 
so on. I can produce that letter. Only yesterday the President of 
the United States urged in his ipessage to Congress that the farmers' 
cooperatives further extend their activities. The cooperative prin- 
ciple as it has been demonstrated in this country is not on the de- 
fensive. It needs no apology. 

Senator Reed. That is \raat the Steel Trust does, too. 

Senator La Follette. You have to deal with powerful interests, 
do you not ? 

Mr. Aram. Yes. In our case at least we have to deal with indus- 
trial imperialists. I have an editorial here which appeared in Forbes' 
Magazine of January, 1921. It says, in part: 

The unhappy truth is that several of the most powerful tobacco leaders are men of 
none too admirable type. They are a callous, heard-hearted, mercenary, money- 
grabbing lot, given to questionable operations to line their pocketbooks. It would 
be very salutary if the Department of Justice were to unearth a conspiracy to fix 
absurdly low prices for the growers' crops and then throw a few of the conspirators 
into jail. 

The manufacturing group not only cooperates, but conspires also. 

Senator Reed. You would be a trust m absolute control of this 
particular tobacco if you could shut the foreign tobacco out and 
compel the consumers or manufacturers of tobacco to look alone to 
your single association. You would have every element of a 
monopoly, wouldn't you ? 

Senator McLean. The American Tobacco Co. made 20 per cent on 
its common stock last year. That was pretty good considering 
business conditions. It is your idea, is it, that the farmer should 
have 10 or 15 per cent profit? 

Mr. Aram. Fifteen per cent above the actual cost of production, 
or whatever will be a fair profit to compensate the farmer for his 
work. 
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Senator Reed. I do not hold a brief for the American Tobacco Co. 
I have said some mean things about them. I shall probably have 
some more mean things to sa^ in the future. I am not in favor of 
enabUng one monopoly to build itself up because an old one exists. 
You have said that you intend to draw into your association these 
men and 

Mr. Aram. We have them now. 

Senator Reed. And you have a single selling agency ? 

Mr. Aram. Yes. 

Senator Reed. You want to put up the tariff so that the manu- 
facturer of tobacco has to buy your tobacco ? 

Mr. Aram. We want the tariff so that when the imported nroduct 
is laid down in New York and the American product is laid qowd in 
New York they will both have an e^ual chance, then let the two 
fight. Now we have no show. But, if you want to know what the 
farmers are thinking about, let me say that I have already tak^ 
some action in getting in touch with other growers of tobacco and if 
we can bring it about it is our intention to have the farmers' cooper- 
atives sell (Srect to the consumer. As to the kind of Uterature we 
send out ^d what we are* trying to do I will pass a letter into the 
record which will show our attitude on that subject: 

August 19, 1921. 
Hon. Frank Park, M. C, 

House of Representatives, Washington D, C. 

My Dear Judos Park: A few days ago you spoke of the problems confronting tJie 
tobacco crowers of the United States. I agree with you that the situation is intoler- 
able both from the standpoint of producer and consumer. However, if we are to 
apply the proper remedy, we must Know the exact causes responsible for the preeent 
condition. 

The tobacco grower is the startiM point of the entire tobacco industry from field to 
consimier. He is the king pin. without him there would be no tobacco industr)*. 
This being true, it follows that no branch of the industry has any right to exact a 
profit unless the man who produced the tobacco has received fair compensation lor 
his labor and a fair profit on his product. In o^er words, if there is any profit in the 
tobacco industry, the fanner has first lien on it to the extent of his just share. 

The manufactiurers deny this fundamental proposition of sound economics. In- 
stead, they have constituted themselves into an autocracy of this great industry. 
And this is just what ails the industry to-day. 

Democracy is the antidote for autocracy. And the remedy for the present situa- 
tion is more democracy in the industry all along the line from producer to consumer. 

We have tried investigations, and we have had dissolution. You can not l^:idate 
the spirit of fair play and honorable dealing into a man trained in the school of avarice. 
Perhaps this was what Mr. Justice Harlan of the Supreme Court had in mind when he 
said: 

"I confess my inability to find, in the history of this combination {the Tobacco 
Trust] auYthing to justify the wish that a new condition should be * recreated* out of 
the mischievou;3 elements that compose the present c(»nbination, which, together with 
its component parts, have, without ceasing, pursued the vicious methods pointed cot 
by the court." 

I am not a lawyer. To what extent the letter and spirit of the dissolution order w 
l)eing obeyed I can not say. I don't know that it is important. The thing that intff- 
•ests me is this: The man who produces the tobacco is not gettinjg fair returns. The 
inan who consumes the tobacco is being exploited and is not getting quality. 

The farmers and the consumers may not be able to explain the chemistry of rain, 
but it is a dead-siu^ shot they all know when they get wet. Why not come in out ot 
the rain? 

Why go on with a system that has been tried and found wanting and is getting 
worse every year? 

We have the tobacco and we have the capital. Why not follow our product rrom 
field to the factory and to the consumer? There is not a smoker in the country who 
does not know that he is not getting what he pays for. 
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If the iarmeiB will manufacture their tobacco, giving the consumer fair goods at fair 
prices and tell the public why it was necessary for them to do this, they can forget 
the tobacco barons. 

This is the only solution I can see and I agree with you that the first step toward 
this cooperative effort of the farmers is to call a meeting of representatives of the various 
tobacco growers of the country. 

Let us forget the manufacturers and do some constructive thinking of our own. It 
may be that for the present the manufacturers have a monopoly of this industry. I am 
willing to concede tnat point to them. But they have no monopoly on brains, energy, 
vision, and capital. And since we produce the tobacco that is all we need. 

As to our fight for a fair tariff on Turkish-type tobacco, the manufacturers know 
that the tariff we got from the Ways and Means Committee does not mean an increase 
on the imported leaf to them. However, they are now in Washing;ton, the entire 
tribe of them, with a few high-priced lobby lawyers, trying to have the tariff taken off 
the bill. They do this because they know that this tariff will promote the home 
production of this leaf, and since it is necessary for blending purposes they don't mean 
to let any competition develop in the manufacturing field, as you know they control 
the avwable supply on the otner side. And that is all there is to this fight. 

Please feel that you can call on me whenever I can be of service in this matter. 
Very sincerely, yours, 

Alfred Aram, 
Frendent As90ciated Tobacco Growers oj California, 

There is no reason, so far as I can see, why a man in England should 
smoke a cigarette for which he pays the same price that an American 
who smokes the same cigarette pays after considermg the 100 per 
cent higher tax that they pay in England and the fact that in the 
United States the cigarette is made where the tobacco grows at the 
doorstep of the factories. 

Senator Reed. I want to ask you a question about this. I hope 
you can give a direct answer, i ou say that the cigarette retails m 
England at the same price as in the United States, although the 
English tax, the import tax, is heavier than the aggregate of the 
domestic taxes on the cigarettes in this country. You say that that 
applies to the retail cigarette. I want to know about the wholesale 
price. 

Mr. Aram. I know nothing of the wholesale price. We had a man 
go around in England, stop at a store, ask for a cigarette, and pay for it. 

Senator Reed. Of course, the American retailer may be charging 
one price and the British retailer another. What you say about the 
cigarettes — and I am not trying to ai^e this point with vou — is 
true of many things made in this country and sold abroad. 1 think 
it is generally true that the foreign price is less than the domestic price 
here on nearly everything exported from this country. Isn't that 
your understanding? 

Mr. Aram. I do not know about the other commodities. I have 
been so busy with tobacco that I have not had the opportunity to 
study the others. But the reason it is so in the case of tobacco 
products is that the manufacturers have a high tariff in this country 
on cigarettes, so they have a tariff wall around the country so high 
that the foreign manufacturer's cigarettes can not get in, and, there 
being no competition within the country, they can charge what they 
please. But when they go to England or other countries they have 
to meet competition. And when it comes to protection, I nave a 
photograph here which I will pass to the committee. It shows a 
port on the Black Sea where tobacco is being loaded for shipment 
to America. Out in the distance you can see an American destroyer. 
So the manufacturers are not only getting all the protection tney 
want against foreign competition, they get some imusual protection 
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in obtaining raw materials wherever they can get it cheapest, even 
if it takes j&ierican destroyers to protect them m troubled countries, 
so that they may bring this tobacco and compete against the Americaa 
farmer. I will also pass a report for the record which bears the date 
of September 12, 1921. It is from Rear Admiral Bristol, United 
States high commissioner at Constantinople, to the Secretary of State. 
It says in part: 

The Samsoun oflSces of the American tobacco companies have been able to keep 
in touch with their Constantinople and New York offices owing to the presence of 
our destroyers at Samsoun and our permission to send mail by these destroyers and to 
transmit urgent messages by radio. 

I am sonr Admiral Bristol n^lected to mention that the repre- 
sentatives of the American tobacco companies have been also rioing 
back and forth on our destroyers between Constantinople and Sam- 
soun, all of which is very proper and commendable, but how about 
some protection for the American farmer ? 

Senator Reed. Don't you think it would be well to find the whole- 
sale prices of these cigarettes as well as the retail prices ? 

Mr. Aram. When the manufacturers come down to Congress and 
say, '^If you raise the price of the blended cigarette thirty- two one- 
hundred ths of a cent per package of 20, we will be ruined, I want to 
know how they do it in England. Here, for instance, is a cigarette 
made of pure* vii^dnia tobacco. It is the highest grade. It sells 10 
for 10 cents in England. I got my information from the manufacturer 
himself. It is made by the British-American Tobacco Co., either the 
parent or the child of tne American Tobacco Co., I don't know which. 

Senator Reed. That is made in England ? 

Mr. Aram. Made in England. 

Senator Reed. What does it sell for ? 

Mr. Abam. Ten for 10 cents. 

Senator Watson. Is that made of pure Virginia tobacco ? 

Mr. Aram. It is made of pure Virginia tobacco. 

Senator La Follette. What does it sell for in this country ? 

Mr. Aram. Ten for 10 cents also. The taxes nm like this: In 
England this cigar^te pays a tax of $4.90 to the British Government. 
In America it pays $3, to say nothing about the cost of transportation 
and insurance. 

Let me say that the British taxes, income taxes, etc^ are much 
heavier in England than in the United States, yet an Englishman 
smokes better cigarettes — I think it is a better cigarette; it does not 
contain '' 57" varieties of artificial flavorings— for the same price that 
we pay in the United States whore tobacco is grown at the factory 
doors. Now the American manufacturers say, *'If you raise this 
duty, you are going to ruin us," that the smoke will never again rise 
out of their factory chimneys. 

Senator Reed. What was the labor cost in that English cigarette ? 

Mr. Aram. The labor cost? 

Senator Reed. Yes. 

Mr. Aram. I do . not know. I discussed that matter with Mr. 
Dushkind, secretary of the Tobacco Merchants Association. He is 
here in this room now. I called his attention to the fact that the 
manufacturers had a very high duty, almost a prohibitive duty on 
cigarettes, and that they were very well protected, but that when 
you come to protecting the farmer they do not beheve in protection, 
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and he stated to me that no country can compete with the United 
States in the manufacturing of cigarettes. 

Senator Reed. We have. to pay more for our labor here, do we not ? 

Mr. Aram. I do not know about that. 

Senator Reed. Well, I want to get back to this tax phase. You 
say the direct tax is S3 and the English tax is S4. 

Mr. Aram. There are two classes of tax in Ei^land. I do not 
know which one they did pay. I am going to give the American 
manufacturers the benefit of the doubt. If the tobacco contains 
less than 10 per cent moisture they paid a rate of $5.62. If the 
tobacco they use contains more than 10 per cent moisture they pay 
$4.90. Now I am taking the $4.90 rate. 

Senator Reed. Very well, we will take $4.90. Are there any 
other taxes to be paid in this country by the manufacturers ? 

Mr. Aram. The license tax, the same as in England. It is heavier 
there. 

Senator Reed. Is there any other? Do they pay county and 
State taxes ? 

Mr. Aram, They pay the same thing in Engjland and more. 

Senator Reed. I am speaking now of the price of the cigarettes. 

Mr. Aram. Yes. So far as tne selling cost is concerned, it ought 
to be less in the United States because it is practically under one 
head. Because it is under one head the business ought to be done 
more cheaply over here. And the consumer should oe given some 
of the savmg. 

Senator Reed. Your theory is that they can raise tobacco as 
cheaply here as they can abroad. 

Mr. Aram. I do not know what is going to happen. 

Senator Reed. Until they change their Uving conditions in this 
country and in Turkey, where they raise Turkisn tobacco, you can 
not compete, can you? 

Mr. Aram. No, sir. 

Senator Reed. That is a permanent condition until the whole 
world changes, is it not? 

Mr. Aram. Yes; unless the other countries growing tobacco change 
to our standard of living. 

Senator Reed. I will ask you this: Under those conditions, can 
we compete ? 

Mr. Aram. No, sir. We can not compete under the present 
conditions. 

Senator Reed. Some gentlemen raise peanuts. They say they 
can not compete. Other gentlemen raise long-staple cotton, and 
they say they can not compete. Do you believe in putting a tariff 
on them? 

Mr. Aram. Absolutely. We are better oflF in the long run. Every- 
body in the United States is better off under the protective tariff 
principle. 

Senator Reed. Therefore, we ought not to buy anything abroad 
that we can produce here, no matter how much it costs to produce 
it here? 

Mr. Aram. Well, I am not an economist. The question is not in 
my line. I can answer questions about tobacco. I want to come 
back to this cost and tax business. This morning something was 
said about the Pall Mall cigarette. It is considered the highest class 
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of Turkish tobacco cigarette. Until recently it was retailing for 30 
cents; that is, $30 per thousand. 

Senator Watson. That is all Turkish tobacco ? 

Mr. Aram. I think it is. It is a good cigarette. That is $30 per 
thousand. They sell it here now for $25 per thousand and in Eng- 
land for $24. The total taxes on this cigarette in this country are 
$4.31 per thousand, in England — ^I don't know just what class of 
tobacco they use, as to the moisture content, but giving them the 
benefit of the lower rate, it is $7.35 per thousand. Now, they come 
here and say, ^*You are going to rum us by putting so many mills 
on a package of cigarettes. '^ I will say this, if this protective duty 
on this Turkish type of tobacco causes the manufacturers to raise 
the price to the consumers, there are quite a number of gentlemen 
in this country that nothing would suit them better, because they 
will then go to manufacturing. The Fordney tariflf on this tobacco 
will do more toward bringing competition in the cigarette business 
than all the investigations and dissolutions have or can accomplish. 
Manufacturers know this and that accounts for their frantic efforts 
to take it off the bill. 

Senator McLean. Did you get those figures right ? 

Mr. Aram. $25 per thousand in this country ana $24 per thousand 
in England. 

Senator La Follette. Is that the wholesale price ? 

Mr. Aram. No, sir; it is the retail price at the store. 

Senator McLean. What is the difference in the tax here ? 

Mr. Aram. In America it is $4.31; in England, $7.35. Besides 
they have to pay the same price on the other side for tobacco that 
goes both to tne factory in England and here. 

Gentlemen of the committee, this industry can not go anv fur- 
ther unless there is a protective tariff. It will protect our industry 
and it will be added revenue to the Government without putting any 
additional burden on the consumer. 

Senator Simmons. There is a protective tariff. You mean a 
tariff of a dollar ? 

Mr. Aram. The tariff is like a pair of shoes. If the shoes are 
not big enough you can not wear them, and if it isn't big enough 
it is of no possible use to you regardless of what the size may be; 
35 cents does not protect; 80 cents doesn't protect; $1 a poimd is 
the minimum that can do us any goad at all. 

Senator Simmons. There is nothmg in that sort of stuff. I want 
to ask you this question. You say that the present cost of our 
production of this tobacco, that is, the production in your State, 
IS $1.25. 

Mr. Aram. We have an exact statement, item by item, which 
can be furnished to the committee. I think it comes to $1.32. I 
believe it averages that. We have an itemized statement there in 
our memorandum. 

Senator Simmons. And you want 15 per cent profit on that? 

Mr. Aram. I do not know what profit we want. We want a fair 
profit and we are entitled to it. 

Senator Simmons. You said that was the profit you sought to get 
through your association. 

Mr. Aram. About that; yes, sir. 
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Senator Simmons. Then you would want $1.32 plus 15 per cent. 
Have you calculated what that would be ? 

Mr. Aram. $1.47. 

Senator Simmons. That is what you want ? That would get you 
out, would it ? 

Mr. Abam. Yes; on some grades of tobaccos. 

Senator Simmons. Will you be able in the future to reduce the cost 
of producing that tobacco in California? 

Mr. Aram. Yes. I made that statement to the Ways and Means 
Conmiittee. 

Senator Simmons. What is the price to which you hope to get the 
cost of production reduced ? 

Mr. Aram. I can not make a definite statement in regard to that. 
Once the industry gets on its ^eet, we shall be glad to pass on to the 
manufacturer any reduction in production cost. 

Senator Simmons. We will assume that the industry is on its feet. 
What will you be able to get the cost of production down to ? 

Mr. Aram. I believe that we will be able to reduce the cost of pro- 
duction. 

Senator Simmons. How much? 

Mp. Aram. I could not state. I do not know what the conditions 
will be a year or two years from now. 

Senator Simmons, i ou said that Turkish tobacco sold in this coun- 
try now from 15 to 30 cents a pound. 

Mr. Aram. That is in bond. Some of it is more. 

Senator Simmons. You put the maximum at 30 cents and the 
minimum at 15. 

Mr. Aram. That is not the regular price. 

Senator Simmons. Then the average could not be over 30 cents. 

Ifc-. Aram. That is not the regmar price. That was following 
the slump. 

Senator Simmons. I am not talking about the period before the 
war. What is the average price now of the TurkiSi tobacco in this 
country? 

Mr. Aram. I do not know what the manufacturers are paying. 
We only know our own production. 

Senator Simmons. I thought you undertook to tell the committee 
that the Turkish tobacco was sold in bond between 15 and 30 cents. 

Mr. Aram. That is their statement. They said they could not 
pay a higher price to us, because they can get the imported leaf for 
that price. 

Senator Simmons. Assume that you get down to a dollar. That 
is about as low as you could hope to get, is it not ? 

Mr. Aram. I do not know — ^probably. 

Senator Simmons. You would never hope to get it down to the 
Turkish price of 30 cents ? 

Mr. Aram. The cost of production on the other side? 

Senator Simmons. Yes. 

Mr. Aram. We can never do that unless we and our wives and 
children learn to subsist on salt fish and onions as they do on the 
other side and we trust this Congress will not pass such a sentence 
on us. 

Senator Simmons. So that this is one case where we have notice 
in advance that we will never be able to produce that article in this 
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country for less than two or three times as much as it can be bought 
for abroad ? 

Mr. Aram. What is that statement, Senator? 

Senator Simmons. I say that we have notice now that in order 

to build up an industry 

• Mr. Aram (interposmg). Not to build up an industry, but in order 
to help the industry that exists and to keep it from dying. 

Senator Simmons. We will say in order to keep afloat an infant 
industry that produces 700,000 pounds. 

Mr. Aram. We produced over 1,500,000 pounds in 1919. 

Senator Simmons. Out of the total production in this country of 
a bilUon and a half. 

Mr. Aram. Our tobacco is not compared with southern tobacco. 
There is no demand for that much tobacco of Turkish type. 

Senator Simmons. You are asking a duty of $1 per pound. 

Mr. Aram. Yes. We ask that there be no change in the Fordney 
rate. 

Senator Simmons. In order to keep that industry, that little 
industry, aUve, and to enable it to expand ? 

Mr. Aram. Yes. In order that the money American smokers pay 
may go to American farmers and cultivate American acres instead 
of going to foreign countries. 

Senator Simmons. But at the same time you are giving us notice 
that when it gets on its feet and when it has expanded to its utmost 
limits you will not be able to produce this article in this country for 
less than three times as much as it costs to produce it abroad ? 

Mr. Aram. I do not say how much the cost of production will be 
brought down, but it will not be the same as on the other side. 

Senator Simmons. I understood you to say that it would not be 
below a dollar per pound. 

Mr. Aram. I did not say that. I do not know how much we can 
reduce our cost of production. We can not predict what the cost of 
production will be several years from now. That is determined by 
numerous elements not within our control. 

Senator Simmons. Ordinarily, the contention is made that if we 
will give a struggling industry adequate protection in a short time it 
will grow and expand and the cost of production will be reduced to 
such a point that ultimately we will be able to buy the American 
product at a lower price than we can buy the foreim product for, but 
you tell this committee, as I understand it, that there is no hope of 
ever reaching the point where you can supply this country with this 
product at anything like the price we have to pay abroad. 

Mr. Aram, The Fordney rate does not justify any increase to the 
consumer. The American manufacturers seem to have found the 
way to sell cigarettes to Enghshmen at less than what they chaige 
you and I, in spite of 100 per cent diflFerential in taxes in favor of tne 
American consumer. It is very clear what we need is competition 
and the American production of this tobacco will have that ten- 
dency. The price of smoke is determined not by Government taxes, 
but by the degree of competition and the manufacturing and distri- 
bution. If taxes determined prices, in England they would have to 
pay double what we pay here, but they don't. They pay the same 
as over here or less. I know intimately the conditions existing in 
this country and those existing abroad and the diflFerence between the 
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living standards of producers of Turkish tobacco in this country and 
■abroad. If our farmers and their families and our employees must 
Jive at the same level as they do over there and under tne same con- 
ditions, we do not want the industry. I do say, as I have said before, 
that we will never be able to reduce our cost of production here to 
the same level as over there unless they change their standards of 
living. 

Senator Simmons. Then, the reduction in this case can never equal 
the cost of the Turkish tobacco abroad; that is to say, it will never 
-come to the point where it is sold as cheaply here as in other countries ? 

Mr. Aram. It can not be, unless conditions over there change. 

Senator Shortridge. Mr. Aram, you have answered the Senators 
by stating that the average cost per pound of producing the Egyptian 
tobacco is about $1.25. 

Mr. Aram. About $1.32 average. 

Senator Shortridge. Senator Simmons very properly, I thought, 
asked you whether you think that hereafter you can produce that 
tobacco more cheaply. Now, you are now taking into consideration 
the various elements that go to make up that sum total, are you not ? 

Mr. Aram. Yes, sir. 

Senator Shortridge. Such as the cost of labor, taxes, and all the 
incidental expenses that would occur ? 

Mr. Aram. Yes. 

Senator Shortridge. If the cost of labor shall come down; if 
taxes shall be reduced; and the various other elements of cost are 
reduced, you would ultimately be able to produce the tobacco, of 
•course, at a less price, would you not ? 

Mr. Aram. At a less price; yes. 

Senator Shortridge. But you do not hold out the hope that the 
American farmers — men and women engaged in this industry — will 
ever be able to produce the tobacco at as low a cost as this tobacco is 
produced in some of these other countries ? 

Mr. Aram. I am positive that will never be done unless they adopt 
higher standards ol living over on the other side. But it must be 
remembered that while the cost of production abroad is very low and 
the manuf actiu^ers get it very cheap, so far as the consumers' prices of 
cigarettes are concerned, they might just as well support the Ameri- 
can-grown leaf. In other words, the low cost of production over there 
has been of no benefit to the consumer because the manufacturer 
has never shared it with them. 

Senator Smoot. If a smoker can not tell the diflference between the 
blended and the straight tobacco, why in the name of common 
sense don't you manufacture it for cigarettes? 

Mr. Aram. Our tobacco costs us more than the imported tobacco 
costs. We can not put it on the market and compete with them. 
Our tobacco costs us more money. 

Senator Smoot. It do«s not cost more than the English tobacco 
costs them. 

Mr. Aram. We will have to sell it in this country. We can not 
export our tobacco or the manufactured cigarettes from our tobacco 
because we can not meet competition abroad. However, we can put 
on the American market as good a cigarette and better than the 
manufacturers have ever given to the public, and even with the high 
cost of our leaf to us we can market it at the present prices to the con- 
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sumer and make a fair profit. But with the cost of the imported leaf 
80 much lower to the manufacturer as soon as we have mvested in 
factories, etc., and eet started in distribution they will come along 
with a fiffhting brand and sell it at a price where they; can still make a 

Jrofit, wnile it would be below our cost of production. They have 
one this sort of thing before. 

Senator Smoot. You have millions and even billions of cigarettes 
that are sold in this country. 

Mr. Aram. No. We can not find a market for these cigarettes be- 
cause our tobacco costs us more money. 

Senator Reed. I thought a moment ago you said these men were 
profiteering. 

Mr. Aram. I made no such statement. I simply compared prices 
here and in England. The conunittee and the public can draw their 
own conclusions. 

(Mr. Aram. submitted the following resolutions, charts,^ and other 
documents:) 

Sacramento Ohambbr of Commbrge, 

June f , 1921. 
Hon. Samuel M. Shortridge, 

UniUd States Senator, WaskingUm, D. C. 
Mt Dear Senator Shortridoe: The board of directors of the Sacramento Chamber 
of Commerce has given most careful consideration to the tobacco industry of Cali- 
f omia, and unanimously urge that you use your effort to the end that Congress place 
tariff of $1.80 per pound on Turkish tobacco, as requested by the Associated Tobacco 
Growers of Cahfomia. It is vitally important that this be done if the tobacco industry 
in California is to be develpped free from the competition of the imported leaf. 

There is no comparison in labor costs between America and the Orient. At the 
same time the tariff requested will make no material increase in the price to the con- 
sumer of the finished product. 

We will appreciate your putting forth every effort possible, and if there is any 
further assistance we can render to you, please feel free to call upon us. 
Very truly, yours, 

A. S. Dudley, Secretary- Manager, 



[Telegnm.] 

Woodland, Calif., March 17, l9tL 
Hon. Chas. F. Curry, Washington, 2>. C; 

Yolo County vitally interested in tariff on tobacco. Industry here could be made 
very successful and profitable if protected. We have half million pounds here now 
and no market. Question indeed vital one. 

Yolo County Board of Trade, 
Fred. Shaffer, Secretary. 



resolution by the yolo county board of trade. 

Whereas dependable advice indicates to us that the tobacco industry of Yolo County 
and the entire State is jeopardized by the conduct of interests opposed to California 
production and favorable to the importation of the product grown and prepared by 
the cheap labor of the Orient; and 

Whereas Yolo County growers now have on hand a production estimated in value at 
a half million dollars and find it impossible to comj[>ete with the product of foreign 
coimtries, where cheap labor and a deplorable living condition exists: Therefore 
be it 
Resolved by the Yolo County Board of Trade, called in specUd session to act in thit 

emergency, That we ask our Senators and Representatives in Washington to exert 

every possible effort and encouragement to the end that an adequate protection may 

» 0mitt«d in printing. 
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be laid by Congreas so that our people may no longer remain the victims of this unjust 
and unfair proposition; and, further, that a copy of this resolution be forwarded by 
the secretary of this board to our Senators and Representatives. 
Adopted May 27, 1921. 

RESOLUTION BY THE WOODLAND AD CLUB. 

Whereas it has come to the knowledge of this organization that influences inimical 
to the agricultural interests of the county are at work in Washington; and 

Whereas the tobacco industry has been developed in Yolo County to the extent that 
it is a potent factor in the economic well beine of this community; and 

Whereas this organization is fully cognizant of tne vital interdependence of the agri- 
cultural and commercial interests of the community: Therefore be it 
Resolved, That the Woodland Ad Club, repreaenting the business interests of the 

commumty, heartily indorses the efforts being made to procure adequate protection 

for this industry and urges its Representatives in Congress to do all in their power to 

the end thatproper protection may be had; and be it further 

Resolved, That copies of this resolution be forwarded by the secretary of the club 

to our Senators and Kepresehtatives in Congress. 
Adopted and approved unanimously, May 25, 1921. 



San Diego Ohahbeb of Commerce, 

San Diego, Calif,, July 26, 1921. 
Mr. Alfred Abam, 

PreHdent Associated Tobacco Qrowers of Calif ortUa, 

Care of Hon, C, F, Curry, House Office Building, Washington, D. C, 
My Deab Mb. Asam : We have your letter of July 19, stating that the tobacco 
manufacturers in New York had stated to the Ways and Means Committee 
that they have a statement from the San Diego County Chamber of Commerce 
that this organization Is not in favor of the development of the tobacco 
industry, and that It considers this Industry is a failure in San Diego County. 
For your information will state that the writer has been In this ofUce for 
the past nine years and can not learn from our records that this organization 
has at any time taken such action. On the contrary, we wish to assure ypu 
that the San Diego Chamber of Commerce Is heartily in favor of the devel- 
opment of the tobacco industry In California, and considers that it has made 
a good showing In this State, and that they believe it to be susceptible of great 
development in this region, which has been proven by the success of the 
industry in various parts of California. 

Please be assured that we are most heartily in sympathy with this work and 
that we greatly appreciate the efforts of our good Congressman, Judge Swing, 
in expressing himself as very much In doubt as to any such expression having 
gone out from' the San Diego Chamber. Mistakes of this kind seem bound to 
occur, and we are very happy to have the privilege of refuting this one and 
trust that our explanation is ample. 
Very truly, yours, 

Wm. Tomkins, 
Executive Secretary. 
Copy to Congressman Phil D. Swing. 



[Telegram.] 

April 26, 1921. 
Representative Barboub, Washington, D. C: 

At a meeting of the directors Exeter Chamber of Commerce to-day tariff 
on Turkish tobacco was indorsed. We would like you to do everything in your 
power to have Ways and Means Committee pass this tariff. 

Thb Exbtbb Chamber of Commebce, 
ROBT. N. RiCHABDSON, Secretary. 
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^ [Editorial in tlie Sacram<*nto Bee, May 28, 1921.] 

CALIFORNIA TURKISH TOBACCO NEEDS TARIFF PROTECTION. 

Califoniia and southern Oregon are the only districts in the United States 
suitable for growing Turliish tobacco, from which the cigarettes which millions 
smoke are made. 

Not only are the climate and soil favorable, but the tobacco has been success- 
fully grown, 1,200,000 pounds having been raised in 1919. 

But, as with many other products, importation from countries where lower 
standards of living provide chear^er labor so shattered the market price that the 
1919 domestic crop is still warehoused for lack of offers that would meet pro- 
duction costs. 

To overcome this, the Association of Tobacco Growers of California, composed 
of the producers in this State, is asking a tariff on foreign-grown Turkish to- 
bacco with hope of success from the present Congress. 

A duty of 35 cents a pound has been imposed on tobacco imported into this 
country for many years. That amount is sufficient to protect the hurley to- 
bacco, grown throughout the South, where conditions are especially favorable 
to its production. 

According to the Tobacco Growers' Association, however. 35 cents is not 
enough to protect the domestic production of Turkish tobacco. 

A precedent is cited in the tariff duty placed on wrapper-leaf tobacco, grown 
in the Eastern States. Shortly after the first experiments on a commercial 
scale it was realized the ordinary tariff rate was insufficient, and a special rate 
of $1,85 a pound was secured. 

In the emergency tariff bill that amount has been raised to $3. 

The Tobacco Growers are asking a tariff duty of $1.80 a pound. 

Exactly what the tariff duty should be to protect American growers against 
the handicap of cheap foreign labor, without giving such a differential as 
would be unfair to American consumers, the Bee does not know. 

A just amount of protection, however, determinable by Congress would give 
the industry a chance to grow, as there are hundreds of thousands of acres in 
California suitable for tobacco culture. 

The 1,500 acres planted in 1919, a large part in Yolo County, dops not even 
foreshadow the extent to which the tobacco industry might grow in this State 
if properly protected. 

Unlike most other crops, Turkish tobacco does not demand the rich lowlands 
for its culture. It thrives best on the hillsides that fringe the Sacramento 
Valley and the smaller valleys. 

Irrgation is not needed, for the tobacco matures in the short space of 43 
days after being transplanted from the seed beds as soon as danger of heavy 
frosts has passed. 

Such a crop as this, for the annual importation is worth $40,000,000, would 
be a valuable addition in large acreage to California's products. 

California should lend her efforts to securing a just tariff rate which will 
equalize the difference in cost between labor in foreign countries and in this 
country. 

RESOLUTION FROM THE NORTHERN CALIFORNIA TLTRKISH TOBACCO GROWERS* 

ASSOCIATION. 

Whereas it has come to the attention of the Northern California Turkish To- 
bacco Growers* Association that influences are at work in Washington to 
defeat the efforts of the Associated Tobacco Growers of California toward the 
securing of an adequate tariff for this industry ; and 

"Whereas these same influence,s have in the i)nst, and do now, maIntBine<l in 
arbitrary and stifling control over the tobacco industry, which has not only 
persistently depriveil us of the fruits of our labors, but through various 
methods has prevented the industry from attaining its legitimate develop- 
ment in the Pacific Coast States; and 

Whereas we seriously object to the enrichment of manufacturers and im- 
porters from the Orient at our expense, and the cultivation of foreign fields 
while our fields are rendered unprofitable, because It better serves the selfish 
purposes of a powerful gioup whose activities and methods do violence to 
our conception of democracy and equality of opportunity; and 
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Whereas, through the greaf difference In the cost of production {n the Orient 
and in America, over $40,000,000 are paid annually to the foreign growers 
while the American product Is forced from the market; and 

Whereas under similar conditions Congress gave aid to the growers of wrapper- 
leaf tobacco of the Eastern States by levying a tariff of $1^ per pound, and 
recently granted them further protection : Therefore be it 
Resolved, That we respectfully request Congress to grant the growers of 

Turkish tobacco of California the protection necessary to free the industry 

from the unequal competition against the low production cost of foreign tobacco, 

and thereby remove the chief obstacle against expansion of • this industry : 

And be it further 
Resolved, That copies of this resolution be forwarded to our Senators and 

Representatives in Congress with the request that they do whatever is In 

their power to secure the necessary protection asked for by the Associated 

Tobacco Growers of California. 
Unanimously -approved and adopted at a special meeting, held in the rooms 

of Yolo County Board of Trade, Woodland, Calif., this 27th day of May, 1921. 



[News item.] 

FBESNAN FIGHTS FOB TARIFF — TOBACCO GBOWKBS BUCKING " TBU8T " IN 

WASHINGTON. 

Exeter, August d, 
Alfred Aram, of Fresno, president of the California Association of Tobacco 
Growers, who is in Washington, D. C, fighting for a tariff on tobacco sufficiently 
large to allow the California grower to raise tobacco, has sent out a call for 
nflldavits showing that the tobacco raised in the Exeter district, when the 
" tniFt" had a farm here, was considered of a very good quality. The secre- 
tary of the local chamber of commerce during the last few days has gathered 
some of the documents from residents who raised the tobacco at that time. 
At the present time the " trust " discredits the California product. 



The American Protectivb League, 

New York, AprU 28, 1921. 
Hon. Willis C. Hawley, M. C, 

Washington, D, C, 
Dear Mr. Hawlet : In connection with the agricultural schedule, which haji 
been referred to your subcommittee, we are indined to think that you will 
find some peculiarly powerful influences opposed to an adequate protective 
tariff on American Turkish tobacco which has been developed on the Pacific 
coast 

As you know, we never recommend a rate of duty, but feel that if the Amer- 
ican-grown Turkish tobacco is equal to the foreign, it should be classified at 
a higher rate than filler tobacco. 
Very truly, yours, 

WiLBUB F. Wakbman, 
Treaaurer and Cfenerdl Secretary. 



r United Chambers of Comnierce of the Sacramento Valley, reoreeentlng the chambers of 
the fbllowlng counties: Amador, Butte, Colusa, Bl Dorado, Glenn, Lassen, Modoc, 
Nevada, Placer, Plumas, Sacramento, Shasta; Sierra, Siskiyou, Solano,. Sutter, Tehama, 
Trinity, Yolo, and Yuba.] 

Benicia, Oalif., June 29, 1921. 
Hon. Ghas. F. Cubby, 

House of Representatives, Washington, D. C, 
Deab Mb. Cubby : At the monthly meeting of the United Chambers of Com- 
merce of the Sacramento Valley held at Oroville, Calif., on June 11, 1921, a 
resolution was unanimously adopted expressing the view that the California 
gprowers of Turkish tobacco should be given adequate tariff protection for their 
product and requesting that the United States Senators and Members of Con- 

81627— 22— SCH 6 5 
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gress from the State of California be asked to uBe their best efforts toward 
securing such protection in the pending tariff bill. 

The above action was based on the showing that there has been devdoped 
within the State of California, on a scale of considerable importance, the grow- 
ing of tobacco of the type under consideration. This development has been 
especially great along the foothills of the Sacramento Valley In the territory 
covered by this organization. It is claimed by the officials of the Callforala 
Tobacco Growers' Association that, with the existing tariff rates on this class 
of tobacco, the California growers find themselves unable to compete with 
tobacco of similar quality being imported from China, Turkey, Greece, Japan, 
and other countries in which the rates for labor are much lower than those in 
the United States. 

As bearing out this view, the secretary of the Yolo County Board of Trade 
states that there are at present approximately one-half million dollars wortb 
of Turkish tobacco stored in the warehouses of that county for which no reason- 
. able sale price has been obtainable. He states that similar tol^acco from other 
countries to a value of approximately $3,000,000, and from China to a value of 
approximately $6,000,000, has passed through California eastward since this 
stock has been in storage in Yolo County. The providing of a higher tariff 
for the California tobacco would evidently be in line with what has heretofore 
been done for certain types of tobacco grown in Eastern States. 
Sincerely, yours, 

E. P. O'Hkbn. 
PreMdent United Ohwubers of Commerce of the Sacramento Valley. 



Penbyn, Placer County, Calif., July 26, 19V. 
Mr. Alfred Aram, 

President Associated Tobacco Growers of California, 

WasJUngton, D. C. 
Dear Mr. Aram : In answer to your letter of July 16, with reference to the 
sale of my tobacco, I am inclosing herewith all letters I have in this connection. 
You will note I have italicized a portion of Mr. Wilson's letter, which proves, Id 
my estimation, the manufacturers are willing to pay a fair price under certalD 
conditions. 

Yours, very truly, 

H. R. OWBN. 



New York, April ftl, 19tl. 
Mr. George W. Bisbee, 

Pioneer Fruit Co., Sacramento, CaUf. 

Dear Mr. Bisbee : I presume you thought from my silence that I had forgot- 
ten to attend to the sale of the tobacco, but for four or five days last week rail- 
road conditions were such that I was unable to even get into New York, bat 
when I did last Friday I started at once to try and interest some one in the 
proposition. 

The United Cigar Stores Co. could not handle it, and sent me to another large 
corporation. After looking at the sample they told me in the first place they 
would not buy 01 tons from such a small sample, and wanted to know if the 
shipper would send three or four bales as a representative sample of the entire 
lot; that upon a thorough examination of these bales they might find mncfa 
better tobacco than the small sample, and then they could offer more money. 
That during the tear, when it was hard to get from the other side, they had pwd 
CM high as $1.25 per pound, hut now they could and were getting plenty from the 
other side, hut they would take a chance at SO or 35 cents. 

I then went to see the American Tobacco Co., and they said the proposltloD 
was too small for them. 
Very truly, yours, 

J. M. Wilson. 



Annual consumption of cigarettes in the United States, 1912-1920 {fiscal years). 



1912 11, 239, 536, 803 

1913 15,000,000,000 

1914 20, 000, 000, 000 

1915 25,000,000,000 

1916 30,000,000,000 



1917 35.000.000,000 

1918 40, 000. 000, 000 

1919 45, 000, 000, 000 

1920 50,448,544,689 
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The net earnings of the P. Lorillard CJo., of New York, for 1920, after deduct- 
ing expenses of operation and reserves for excess profits and income taxes, 
amounted to $7,779,256.42, compared with $4,980,377 in 1919.— Tobacco Record 
of March 16, 1921. 



1880- 
1881- 
1882- 
1883- 
1884. 
1885- 
1886- 
1887- 
1888- 
1889- 
1890- 
1891- 
1892- 
1893- 
1894- 
1895- 
1896. 
1897- 
1898- 
1899- 
1900- 



Consumption of cigarettes in the United States. 

[Based on statisttcs from Commissioner of Internal Revenue.] 

2, 

2, 

-, 3, 

3, 

3. 

3, 

5, 

5, 

6, 

7, 

9, 

11, 

14, 

16, 

16, 

21, 

30, 

36, 

38, 

50, 



408, 
567, 
554, 
640, 
908, 
058, 
310, 
584, 
862, 
151, 
233, 
684, 
892, 
176. 
183, 
328, 
043, 
153, 
753, 
805, 



708,366 
395,983 
544,186 
021,653 
090,723 
749,238 
961,350 
505,200 
726, 100 
486, 160 
254,680 
538,760 
982,840 
698,700 
783, 130 
477, 677 
798, 737 
252,470 
697,908 
130, 737 
899,785 



1901- 
1902- 
1903- 
1904- 
1905- 
1906- 
1907- 
1908- 
1909- 
1910- 
1911- 
1912- 
1913- 
1914- 
1915- 
1916- 
1917- 
1918- 
1919- 
1920- 



277, 
651, 
041, 
235, 
376, 
792, 
167, 
402, 
105, 
844, 
254, 
239, 
294, 
427, 
756, 
087, 
529, 
959, 
104, 
448, 



069,818 
618, 797 
573,668 
103,868 
633,643 
759, 903 
021,357 
836,113 
441, 178 
748, 515 
351,722 
536,803 
895,471 
086, 016 
179, 973 
757, 078 
193,538 
334,804 
738,310 
541,689 



Internal-revenue taxes on cigarettes, 1880-1920: 1880-1883, $1.75 per thou- 
sand ; 1884-1898, 50 cents per thousand ; 1899-1910, $1.50 per thousand ; 1910- 
1917, $1.25 per thousand ; 1918, $1.65 per thousand ; 1919-1920, $3 per thousand. 

Marked decline in the consumption of cigarettes, 1898-1902, caused by 
Spanish-American War. 

During the entire period covered by the above statistics the duty on imported 
cigarette leaf has been 35 cents per pound. 

Jntemalrevenue ooUectians, 



1880 $14, 206, 819. 49 

1881 16, 095, 724. 98 

1882 18, 245. 852. 37 

1883 16, 895, 215. 15 

1884 10, 368, 805. 27 

1885 10, 077, 287. 50 

1886 10, 532, 804. 05 

1887 11, 364, 916. 33 

1888 11, 534, 179. 95 

1889 11, 602, 156. 92 

1890 12,263,669.95 

1891 13, 424, 678. 80 

1892 13, 646, 398. 25 

1898 14, 442, 591. 35 

1894 12, 200, 752. 30 

1895 12, 491, 917. 32 

1896 12, 713, 267. 83 

1897 12, 189, 507. 29 

1898 - 13, 626, 049. 71 

1899 16, 854, 528. 57 

1900 19, 785, 481. 64 



1901 $21,450,867.78 

1902 18, 722, 045. 73 

1908 20. 705, 041. 5a 

1904 20. 498. 711. 84 

1905 20, 976, 091. 95 

1906 22, 008, 184. 08 

1907 23, 092. 586. 43 

1908 21, 259, 326. 59 

1909 20, 814, 317. 65 

1910 22, 001, 437. 91 

1911 22, 673, 008. 31 

1912 22, 589, 467. 51 

1918 23, 872, 446. 25 

1914 23, 790, 091. 44 

1915 21, 903, 564. 43 

1916 22, 881, 202. 5a 

1917 - 25, 512, 909. 6T 

1918 30, 910, 204. 15 

1919 87, Oil, 263. 77 

1920 56, 415, 927. 82 



Increased duty on wrapper tobacco and the development of American wrapper 
tobacco has brought about increase in consumption of cigars, in Government 
revenue, and in imports, because the home-grown tobacco fostered competition 
in manufacture. Protection to the American Turkish-type tobacco will show 
similar results in the cigarette industry. 
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Import duty per pound of filler tobacco. 

United States ' $0. 35 

Canada . 40 

England : 

Class A 2. 25 

Class B 1. 96 

Internal revenue per IftOO cigarettes. 

United States $3. 00 

Canada , a 00 

England : 

Class A * a 43 

Class B 7. 36 

Internal revenue per pound of pipe, smoking, plug, etc., tobacco. 

United States $0. 18 

Canada . 20 

England : 

Class A '2. 25 

Class B L 96 



The American Turkish-Type Tobacco — Its Relation to the Cigarette Indus- 
try AND THE Consumer. 

THE TERM TURKISH-TYPE TOBACCO. 

The term " Turkish tobacco " is a generic term and used to differentiate be- 
tween certain members of the tobacco family. Within the term " Turkish type*' 
are included over 2^ varieties of tobacco, each possessing its particular charae- 
t eristics. The term has no geographic significance any more than the term 
" navy beans," and no country can claim it as its product exclusively. 

World production {prewar period). 
[Authority: Commisaioner of Internal Revenne.] 



Pounds. 

Bulgaria a. 30,000,000 

Greece 22,000,000 

Rumania 20, 000, 000 

Russia 70, 000, 000 



Poundt. 

Asia Minor 15,000,000 

Macedonia 75,000,000 

South Africa 15,000,000 



Total annual production about 247,000,000 pounds. 

Not all of the South African production is of the Turkish type. 

Exports to United States. 







1916 




Bulgaria 

Greece 

Russia 


Powndt. 

243 

1,406,050 

39,620 

10,816,048 


29,243 

1,750,823 

44,302 

8,502,742 

962 

15,616,643 

5,437 


Poundt. 

24,074 

1,580,736 

3,791 

5,950,915 

3 

6,714,664 


Poundt. 


Poundt. 


Poundt. 


Poundt. 
4,676,786 
20,702,632 
864 797 
8,094,792 
6,000,436 
11,878,239 
109,935 


Poundt. 


8,566,219 


6,700,925 


17,496,046 
866,967 

'6'663,'36o' 
23 880 
19,895 


13,14S,6« 


Macedonia... 
China 


19,890 
2,030 


10,051 

2,947,026 

18 450 

26,880 


3,811,041 


Asia Minor. . . 


18,©55,295 
72;736 


22,077,974 


Egypt 


21,775 







^The $8.43 Internal revenue per thonsand dgareites shown for E&gland represents 
duty on 3.75 pounds tobacco necessary to make 1,000 cigarettes. (There is no interns] 
revenue In England.) 

•No tobacco is grown in England, therefore all taxes on tobacco are collected at the 
customhouse at the rate of 98. id. ($2.25, normal exchange) per pound of tobacco con- 
taining less than 10 per cent moisture (Class A), and 8s. 2d. ($1.06, normal exchange) 
per pound of tobacco containing 10 per cent or more moisture (Class B). 
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FREIGHTS TO NEW YORK (LEAF TOBACCO) . 

California points to New York, by railroad, 3,542 miles, $61.70 per ton, car lots. 
Black Sea or Aegean Sea ports to New York, by steamship, 5,072 miles,* $22-427 
per ton. 

San E^rancisco to New York by rail, American-grown tobacco, $61.70 per ton. 
San Francisco to New York, same railroad, imported tobacco, $50 per ton. 

Compensatory duties. 



Types and standard packages sold in United States. 



Leaf to- 
bacco (II 
per pound). 



Cigarettes 
(isissper 
pound). 



"Turkish" cigarettes: 

Packages of 10 cigarettes 
Packages of 20 cigarettes 

"Blended" dgarettes: 

Packages of 20 cigarettes 
Packages of 15 d^ettes. 
Packages of 10 dgarettes, 



Eauivdlent. 

10.030 

.060 

.006 
.003 
.002 



BquivaUnt, 

taioo 

.821 

.267 
.200 
.133 



The duty on cigarettes is $4.50 per pound plus 25 per cent ad valorem, 
the years 1919 and 1920 this amounted to $5.35 per pound. 



For 



PROTECTIVE TARIFF AND THE MANUFACTURERS. 

The Fordney rate for the protection of the homegrown tobacco is $1 per 
pound. The tariff on manufactured tobacco is $4.50 per pound plus 25 per cent 
ad valorem. The combination of the two rates on manufactured tobacco gives 
the ad valorem equivalent of 125.84 per cent, or the specific equivalent of $5.35 
per pound. 

It is safe to assume that the manufacturers believe in the protective principle 
as applied to their product 

If they have lodged any vigorous protest against Congress protecting them 
to the extent of 125.84 per cent ad valorem, or $5.35 per pound, the records fail 
to disclose it. 

The following tables, based on statistics from the Bureau of Foreign and 
Domestic Commerce and the Commissioner of Internal Revenue, show the prac- 
tical extent of this protection : 

Consumption, exports, and imports of cigarettes. 



Year. 




Exported from 
.United States. 



Imported to 
United States. 



1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 



1,630, 
1,931, 
2,5i6, 
2,130, 
2,612, 
6,452, 
12,145, 
16,211, 
15,833, 



177,000 
340,000 
330,000 
212,000 
477,000 
543,000 
530,000 
760,000 
870,000 



5,794,500 
14,375,100 
20,124,300 
16,200,000 
11,137,200 

5,144,100 

1,157,700 
15,322,800 

4,332,600 



CLIMATIC AND SOIL REQUIREMENTS. 

" Soil most favorable for the cultivation of tobacco (Turkish type) should 
contain clay and lime, and must be stony and airy. * * * The land is dry 
with the necessary warm climate for the tobacco to mature properly. There 
would be even danger that the sun would dry up the plants if the sea breese 
did not freshen them up sufficiently. The best tobaccos are harvested on the 
slopes with southern exposure. Flat lands, rich in nitrogen, which are suitable 
for the cultivation of cereals, are not suitable for the cultivation of tobacco." — 
(From Les Annales Franco-Helleniques, compiled by the Bureau of Foreign 
and Domestic (Commerce.) 
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TARIFF HEARINGS. 



The foothills surrounding the great Sacramento Valley and the slopes of the 
Coast Range Mountains bordering the Pacific Ocean contain several hundred 
thousand acres of land unsurpassed for the production of this leaf. Most of 
these lamds are idle; some are utilized for grazing. Even if these soils were 
suitable for the production of other crops — ^which they are not — there would 
still remain the problem of irrigation. The conditions that make these lands 
desirable for tobacco culture are such that render them worthless for the pro- 
duction of other crops. 

In the tobacco sections of California conditions of rainfall, humidity, tem- 
perature, and the absence of excessive variations in temperature between nig^t 
and day are well adapted for this industry. This has been proved by the 
quality of the tobacco produced during the past 16 years. 

Climatic data for TurJUsh-tolxiaio producing diHrictB of the Levant 

RAINFALL, INCHES. 



District. 


Annual. 


May. 


June. 


July. 


Aug. 


Sept. 


RftTTDtniin 


20.0 
25.7 
25.6 
17.0 


1.0 
1.3 
2.0 
1.7 


0.8 
.5 
1.7 
1.9 


as 

.2 
.7 
.8 


1.6 

2;o 

1.0 


L9 


Smyrnft ».... 


.0 


Cavalla . . 


L3 


Saloniki 


1.1 







MEAN RELATIVE HUMIDITY, PER CENT. 



Bamsoiin r-r » 


71 
63 
81 
69 


76 
60 
81 
60 


78 
67 
79 
67 


71 
52 
75 
51 


67 


Smirma. 


57 


Cavidia..! ! 


75 


Saloniki... 


52 







MEAN TEMPERATURE. 



Samsotm 
Smyrna. . 
Cavalla.. 
Saloniki. 



58 



F. 
57 
09 
68 
69 



F. 

66 
75 
74 
76 



' F, 
73 
81 
78 
81 



' F. 

74 



79 I 
79 



71 
73 
71 
73 



Production in California, 



Pounds. 

1906 500 

1907 9, 500 

1908 30, 000 

1909 37, 000 

1910 - 300, 000 

1911 ; 490. 000 

1912 250,000 

1913 215,000 



Pouods. 

1914 245, 000 

1915 500,000 

1916 800, 000 

1917 . 498, 000 

1918 870, 000 

1919 1,525,000 

1920 700, 000 

1921 48, 000 



The fall in production since 1919 is due to the fact that the 1919 and 1920 
crops are not sold and can not be sold for anything over 50 per cent of the 
actual cost of production. 

From the banning the industry has been a marked success as, given tnc 
proper soil, climate, and location, '* the growing of tobacco is a common-sense 
proposition with no mystery of any sort attached ♦ ♦ ♦. The growing of 
tobacco in California is well on its way. In fact, it may now be regarded 85 
an established industry ♦ ♦ ♦. The types that have been attended witji 
greatest success are such types as are suitable for cigarette mannfacture. 
(From a pamphlet issued in 1910 by the Exeter tobacco ranch, operated by the 
American Tobacco Co.) 

METHOD or PBODUCnON. 

The production of Turkish-type tobacco requires the maximum of hand 
work, and barring the shade-grown wrapper tobacco, it is the most expensive. 
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Method of production In California follows closely that in use in the countries 
of the Levant, with few improvements. For instance, tractors are used in 
plowing and disking the larger fields. Fermentation is accomplished in spe- 
cially constructed rooms where temperature and humidity can be controlled as 
against the Levantine method of fermenting in "wells" dug in the ground. 
Winter cover crops are planted to maintain the necessary elements of the soil. 
Early in the spring the land is plowed and the cover crop put under. The 
field is then left to " take " the spring rains. The seed beds are prepared and 
the seed plants grown under glass. About the middle of April the field is 
disked and cultivated and the plants transplanted in the field. Hoeing and 
five to eight cultivations are given during the growing period. If pests appear, 
insecticides are applied. About the 1st of June breaking of sand leaves is in 
order. Then follows priming of leaves. Every morning before sunrise experi- 
enced men go through the field and gather the ripe leaves. As leaves ripen 
from the bottom of the stalk upward, the period of harvesting the ripe leaves 
extends over a period of 28 to 40 days, depending on the season and other 
local conditions. Each morning the ripe leaves are brought from the field 
to the " barn " and strung on cotton strings of about 6 feet long by piercing 
the butt of each leaf with a long needle resembling a spear. Care is taken 
to see that each string carries only tobacco of the same quality. On the string 
all leaves face in the same direction. 

They are then given a preliminary sweating in specially constructed rooms 
where humidity and temperature can be controlled at will. This operation 
usually requires about 24 hours. The strings, resembling garlands, are then 
stretched on bamboo poles of the same length and the poles placed on hori- 
zontal racks in the open, allowing the leaves to hang down and be cured by 
the rays of the sun. Depending on the season, all curing is usually finished 
by the latter part of August. The garlands are then hung in the barn until 
the rainy or damp season in winter. When the air is sufficiently humid to 
make the leaves soft and pliable, they are taken down and put through the 
process of fermentation in specially constructed rooms. After fermentation 
the strings are carefully worked over and all unsound or otherwise undesirable 
leaves plucked from the strings. The strings are then classified according to 
<iuality and size of the leaf. When the tobacco is at a point containing the 
proper amount of moisture it is then placed in uniform rows in specially con- 
structed collapsible box forms which are made to produce bales of the desired 
size. The full boxes are then placed under specially constructed baling ma- 
chines and the tobacco subjected to pressure, compressing it to the size of the 
finished bales desired. The tobacco, which Is now a complict mass with stems 
forming the two outer falls, is removed from the collapsible form and sewn 
In burlap. It is now ready for shipment to the manufacturers. The period 
from seed to shipment is about 13 months. 

Experience has proved that saving of expenses can be effected by establishing 
•centrally located plants In each district and relieve the individual farmer of 
all work by taking the tobacco after the completion of sun curing on the 
farms. This plan has also resulted In better standardization and impartial 
jading of the crops. It has resulted In more expert fermentation by making 
it possible to Install special equipment and carry the work under the super- 
Tision of experts. The central plant also serves as the marketing center of 
the district. It is the plan of the Associated Tobacco Growers of California to 
conduct these central plants for the growers on the cooperative principle. 

Cost of production in California. 

[Based on unit of 20 acres.] 
Xiabor: 

Plowing 20 acres $35. 00 

Preparing seed bed 30.00 

Sowing seed bed 3.00 

Caring for seed bed 42. 00 

Disking field 35. 00 

Cultivating field 28. 00 

Transplanting 117. 00 

Hoeing plants 36.00 

Bight cultivations 112. Op 

Two applications of insecticide 48. 00 
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Labor^-Oontmued. 

Breaking sand leaves $12.00 

Topping 16. 00 

Suckering twice 32. 00 

Gathering ripe leaves 60.00 

Stringing 400.00 

Hanging strings on frames and sweating 18.00 

Sweating and taking to sun sheds HZ 00 

Attending to sun cure 48.00 

Hanging in bam 12.00 

Preparation for fermentation 12.00 

Fermentation 360.00 

Grading and sorting 80.00 

Loading and hauling to station 20.00 

Pulling and burning old stalks ^' 18.00 

Application of fertilizer 32.00 

Supervision 1, 500. 00 



Total for labor 8,368.00 

Supplies : 

Fertilizer 2. 535. 60 

CJover crop 9. 40 

Insecticide material and bran 85.76 

Fuel for curing and sweating 85.00 

Twine for stringing and bales 41.50 

Burlap for bales 95.00 

Upkeep on two horses , $290.40 

Less work paid for in labor cost items 117. 00 

173.40 

Nails 3. 00 

Spears 2. 50 

Incidentals 15.00 



Total for supplies 2.946wl6 

Depreciation : 

Building ($8,000, at 10 per cent) 800,00 

Equipment ($1,265, at 16 per cent) 189.75 

Total for depreciation 489.75 

Insurance : ^^ _ 

Building ($8,000, at $1.76, 8-year plan) 85.00 

Horses ($300, at $0.875) r — 2.© 

Implements ($860, at $1.876) IL© 

Crop in barn seven months ($12,000, at $1.126) 185.00 

Crop in railroad transit two months, at one-quarter per cent 30.00 

Total for insurance 214.44 

Interest : ^^ ^ 

Land ($6,000, at 7 per cent) -420.00 

Building and equipment ($4,265, interest charged on 56 per cent 

of total) !«*• 20 

Investment in supplies ($2,946.16 for six months) ^^H 

Outlay for wages ($2,378 for four months) 65. « 

On insurance premiums for building 4.W 

Total for interest "^fl® 

Taxes Ig-JJ 

Freight, 3 tons at $61.70 per ton ^^5.10 
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Permanent investment for 20 acres: 
Lamt, 20 acres- 



$6, 000. 00 

Buildings (curing bam and heating plant) 3,000.00 



Two horses- 

Agricultural implements 

Cold frames for seed beds 

Baling machine 

Bamboo poles (6,000) 

Thermometers, seed s^arator, etc. 

Canvas shades 

Lumber for seed beds 

Harness 

Leaf baskets (50) 



300.00 

350.00 

50.00 

125.00 

240.00 

37.00 

00.00 

80.00 

4a 00 

25.00 



Total for permanent investment 10, 265. 00 

Coat of producing 1 pound of Turkish-type tobacco on a 20-acre farm producing 

6,000 pounds. 





[Average for seven years ending 1919.] 








Cost. 


Per 
pound. 


Labor 


13,858.00 
2,940.16 
480.75 
214.44 
747.00 
153.00 
185.10 


10.6ft 


Supplies.'. * 


.48 


D^reclation 


.08 


Insurance 


.04 


Interest 


.12 


Taxes 


.02 


Freight . 


.03 








Total i»t)duotion cost. . . 


8,004.14 


1.34 







OOST OF PBODirOTIOir IN lCAGB>OinA AND THEACB. 

The cost of production in Macedcmia and Thrace averages $0.62 per pound. 
This is for the war and postwar period and is higher than the prewar cost of 
production. (U. S. consular r^K>rt) 

" Wages paid to-day to the Turkish tobacco worker, while low compared to 
those paid in European and other countries, are on the whole sufficient to meet 
his needs." (Consular report by Consul Pinkney Tuck, Jr., at Samsoun, Turkey.) 

THE EZOHANOB. 

Tariff on tobacco being specific per pound, the tobacco growers of the United 
States will get no relief from the American-valuation clause in the present 
tariff. How this affects the home product will be seen from the following 
table of values of currency of the countries now selling us tobacco. 



Turkish 
ixnind. 



Greek 
drachma. 



Bulgarian Russian 
leu. ruble. 



Normal exchange. 
Present exchange. 



34.40 
.80 



30.193 
.054 



3a 19 
.009 



30.514 



" Lately the import of tobacco In the United States has Increased due to the 
fact that the comparative high value of the dollar makes America the best 
market for near eastern growers." (Near Bast American, p. 8, Issue of July 
25, 1921.) 

MARKETING CONDITIONS — CONTROL ABROAD. 

Since December 8, 1881, the tobacco industry in Turkey has been controlled 
by a monopoly known as the " Ilegle Co-Interesses des Tabacs de L'Empire 
Ottoman." The monopoly is controlled by French capital operating by the 
consent and under the protection of the Government 
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" The Regie has the right to define the areas which can be used for tobacco 
cultivation, the acreage, and where such cultivation is permitted by its license, 
the crop remains under the absolute control of the Regie until its maturity. 
A price for its purchase by the Regie is then fixed. If the grower is dissatisfied 
with this price, and it is generally quite low, he lias then the option of exporting 
his crop through the warehouse organization of the monopoly administration 
and under payment of various taxea This regulation of tobacco is strictly 
enforced by police supervision and offenders are subject to heavy fines.** 
(Oflicial report to United States Department of Coumierce, dated Apr. 80, ld2L) 

Imports of leaf tobacco into the territory controlled by the monopoly is pro- 
hibited. The monopoly collects a heavy duty or tax on aU imports of tobacco 
manufacture in addition to the regular Government tariif. By imposing heavy 
taxes on imports the Regie has a practical monopoly of the marl&et for its own 
products. 

EXPOBT TAXES. 

The export tax on leaf tobacco is 5 piaster per kilo, 10 per cent ad valorem 
crop tax to the government (Piaster, normal value, $0,044; piaster, presoit 
value, $0,008. Kilo=2.2 pounds.) 

PARTITION OF TUBKISH EMPIBE AlfD EFFECT ON EXPOBT TAXES. 

In recent years large sections of the Turkish Empire have passed to other 
countries. The following tobacco-growing districts have been tak^i from 
Turkish control : Sections of Caucasus to Russia ; Thrace, Macedonia, A^^ean 
Islands, and Smyrna to Greece; Island of Cyprus to Great Britain; west 
Thrace (part) to Bulgaria; west Thrace (part) to Greece; Syria under French 
mandate; Palestine under British mandate; Cilicia under French control; up- 
per Armenia to Armenian Republic 

Tobacco export taxes in these districts have been repealed, with the exception 
of west Thrace, pending the settlement of a territorial controversy between 
Greece, Turkey, and Bulgaria. The present export taxes in west Thrace vary 
from 100 to 400 leu per quintal, according to the variety of tobacco, and in 
addition to this 5 leu for each bale as a statistical duty, besides several small 
fees. (Normal value of leu $0,193; present value of leu, $0,009. Quintal= 
220.46 pounds.) (From a report by His Excellency Van Walderon Baron 
Rongers, at Constantinople. Subniitted to United States Department of 0>m- 
merce by the American charg6 d'affaires at Berne.) 

In 1918 the Greek Government repealed tobacco export taxes amounting 
to 17i cents per pound plus 8 per cent ad valorem, which had been passed as 
a war measure. This was applied to all exports from Greece proper, Macedonia, 
and the Aegean Islands. Most of our present imports are from these districts. 
The export tax now in force is 1 per cent ad valorem levied on all exports. 
(Kelley*s Tariff Manual of 1921.) 

The Samsoun district of Asia Minor is the only tobacco-producing section 
of importance now remaining under the monopoly. Since the armistice, how- 
ever, there has been little, if any, exports from this section, due to the suspen- 
sion of relations with the Kemallst (>ovemment, which Is not recognized by the 
powers. 

POLITICAL CONDITIONS AND THE CONTROL OF SUPPLY. 

The unusual political and consequent economic conditions prevailing through- 
out the countries of the Near East have made it possible for a few large pnr- 
chasing organizations to exercise a practical control over the tobacco available 
for export. The exports to the United States are controlled by the five legally 
constructed fragments of the former Tobacco Trust, convicted and dissolved In 
1911 by the United States Supreme Court. As a means of promoting competition 
in the tobacco industry the benefits of the dissolution order have been theoretical. 
This was predicted by Mr. Justice Harlan, who delivered the dissenting opinion 
on May 29, 1911 : 

" I confess ray Inability to find, In the history of this combination, anything to 
Justify the wish that a new condition should be * recreated ' out of the mis- 
chievous elements that compose the present combination, which, together with 
its component parts, have, without ceasing, pursued the vicious methods pointed 
out by the court." 
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Moreover, through the entente cordiale existing between the combine and the 
several Important European manufacturers, comi>etltion in the purchase of the 
leaf has been eliminated. 

In dealing with the natives, commercial bribery and the interference of cor- 
rupt Government officials in behalf of the biiyers are established institutions. 

"There is no very definite time fixed for the purchases made by the richer 
villagers or brolcers. The financial situation of the cultivator and the state of 
his tobac.co regulates the time of such purchases. Nor do any fixed prices exist. 
The grower, should he owe money, is usually forced to accept the price offered 
by these two classes of buyefs. Thus, tobacco which might fetch the price of 80 
cents a pound is often sold at from 60 to 70 cents a pound. This is a result of 
the fact that the cultivator is frequently in debt to the richer villager or broker 
and also in need of money. Growers often remain owing large sums on their 
crops, as the rate of interest demanded is very high, varying from 10 to 25 per 
cent, with an understanding on the cultivator's part that he will sell the richer 
villager or broker his crop at a lower price than that demanded, or that he will 
repay them at an average rate of 5 to 10 cents per * batman * (1 batman equals 
16.92 pounds) when selling to a third party. ♦ ♦ ♦ The village notables play 
a very considerable part as Intermediaries during selling time, and the buyers ' 
frequently have recourse to their kind ofllces in endeavoring to secure a reduc- 
tion of the prices asked by the growers. As a result these notables often benefit 
by a substantial Increase on the sale of their own crops. ♦ ♦ ♦ Irrespective 
of the pecuniary advances which the I^egie Co. agents are in the habit of 
making to cultivators, the brokers and commission agents advance funds also. 
The interest on the advances made by brokers and commission agents Is 12 per 
cent (maximum). Even then, as a result of stipulated conditions between the 
lender and the borrowers, the rate of interest Is usually increased and fre- 
quently places the cultivator at the mercy of the buyer. Thus the grower, de- 
spite his apparently large benefits, Is often barely able to sell his tobacco at 
even a small profit.'* (Official report to United States Department of Com- 
merce.) 

MAKKETING CONDITIONS AT HOME. 

Prior to the war there were a few independent importers of Turkish-type 
tobacco in New York supplying the smaller manufacturers engaged in the 
making of high-grade cigarettes for clubs and private monogramed orders ex- 
clusively. Due to unusual conditions fostered by the war, both the independ- 
ent Importers and the small .manufacturers gained some ground and strength- 
ened their positions. The combine took careful note of this, and at the first 
opportunity following the armistice proceeded to eliminate all importations 
by independents. The plan has been entirely successful. It is a matter of 
common knowledge in the trade circles that the combination now offers more 
for tobacco at the point of production than It does in New York. 

Purchases in New York are made only when It is offered at a price below the 
invoice value brought about by forced liquidations by the banks, which in 
turn have been brought about by the stagnation of the market artificially cre- 
ated by the combination. 

This condition, together with the exchange situation, has forced the prices 
of tobacco, delivered in New York, to about 40 per cent below prewar prices. 
In many instances the sale price is below actual cost of production. 

The result of this new policy of eliminating the independent importer has 
been reflected in the market of the Levant. 

'* Information just received in this bureau Is to the effect that the tobacco 
crisis in Greece is a serious one. Thousands of okes, representing the produc- 
tion of 1918, 1919, and 1920, remain unsold, and unless the Government suc- 
ceeds in working out its plan of exchanging tobacco for the products of other 
countries, the industry, which has been one of the most lucrative in the coun- 
try, will be almost entirely ruined. The production of tobacco in old Greece 
and the Aegean Islands amounted to 15,270,000 okes (an oke equals 2.8 
pounds) in 1919 and 14,105,000 okes in 1920, making a total of 29,375,000 okes. 
At the end of 1919 the amount which remained unsold, either in the hands of 
producers or merchants or lying on consignment abroad, amounted to 18,478,000 
okes. This last figure includes the unsold tobacco of the 1918 crop. Of the 
1920 crop, 11,668,000 okes remain unsold. These figures do not include Mace- 
donian tobacco, very little of which remains unsold." (From unoflficial report 
to United States Bureau of Foreign and Domestic Commerce.) 
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In this connection it should be mentioned that it has long been the policy 
of these manufacturers to play one district against another to force a stagna- 
tion and consequent slump in prices in any district. 

Following the armistice and the importance gained by the Greek premier^ 
M. Veni7^1os, in the allied councils, a spirit of liberalism swept ttirough the 
Greek people. Labor unions were formed, and the farmers insisted on re- 
ceiving fair returns for their products. 

To crush this movement, in so far as it affected prices of tobacco, these manu- 
factures shifted their purchases to other countries. The condition cited in the^ 
letter is the direct result of this policy. 

THE BELATIVB IMPOBTANCE OF TUBKI8H-TTFB TOBAOOO TO THE dOASETTB INDUSnT^ 

The consumption of cigarettes in the United States has constantly increased 
from 408,708,366 in 1880 to 50,44831,580 in 1920. 

The consumption for the first five months of 1921 is 21,448,403,105, whidi is 
a net gain of 6 per cent over the corresponding period in 1920. These figures do- 
not include exports. 

Statistics for 1919 show that over 95 per cent of our consumption is manu> 
factured by the combination. 

Over 85 per cent of our total consumption is represented by the so-called 
blended cigarettes made of the domestic hurley or Virginia tobacco with a small 
percentage of Turkish tjrpe for aroma and flavor. 

All of the blended cigarettes are manufactured by the combination. 

It is reasonable to expect that the independent manufacturers, struggling- 
among themselves for their share of the 5 per cent left by the combination, would 
manufacture the type of cigarettes enjoying the greatest demand if they could. 

The explanation is found in the fact that the small manufacturer is forced 
to make his purchase of the imported leaf in New York, as the volume of hi» 
purchases would not justify his engaging in direct importation. 

Purchase in New York always placed him in decided disadvantage as to 
price. 

This has contributed toward keeping the small manufacturers chronically 
small. 

The larger manufacturers must necessarily make their purchases in the 
Levant. There the combination is prepared to accept battle in its carefully 
prepared positions and choose its own weapon, as in the countries of the Near 
Blast there is no Federal Trade Commission, no Clayton Act. and no Sherman 
law to make the battle irksome or prolong it beyond the point of beipg inter- 
esting. 

It will be seen that the importance of Turkish-type tobacco to the cigarette 
industry is not measured by the relative volume in use. 

The manufacturers oppose the tariff on Turkish-type leaf tobacco not because 
it materially increases the cost of the leaf to them. It has been demonstrated 
in previous paragraphs that the repeal of export taxes and the exchange situa- 
tion absorb the tariff increase of 65 cents per pound. Rather, the opposition is 
inspired, because a tariff which approximates the equalization of costs here 
and abroad encourages the domestic production and this in turn fosters com- 
petition in the manufacturing field. 

The development of the domestic wrapper-leaf industry brought about m 
large number of independent cigar manufacturers. Prior to the development 
of the home supply, the large manufacturers controlled the cigar industry by 
virtue of their access to the foreign supply controlled by the Dutch combine. 

TABIFFS, TAXES, AND THE SMALL MANUFACTURER. 

The statement that increased Government taxes on the tobacco industry have 
operated against the small manufacturer does not hold. Taxes are levied 
equally on all manufacturers. 

The argument that capital necessary for the payment of taxes places a heavier 
burden on the small manufacturer of limited capital also fails to be convincing, 
because the capital necessary for the payment of taxes is in direct ratio to the 
output of each manufacturer. 

WHAT HAS DISCOURAGED THE SMALL MANUFACTURER. 

The small manufacturers are forced out of the industry because the primary 
arteries of the system of distribution are controlled by the large manufacturers. 
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Trior to the diasoliition of the Tobacco Trust competition was eliminateil 
iliroiwh the control of ninnufncture. The nietliod of eliminating competition 
thrnuj;;h control of the channels of distribntion is of recent development and 
Iti the real cause of the retirement of the small manufacturers from the field. 

METHOD OF DrSl»OSINO OF THE CALIFORNIA CROP. 

From 3 DOG to 1912 the manufacturers sent their agents to California and 
mjule purtlijiscs at tlie various centei*s of production. This proved unsatisfac- 
tory to the growers because the manufacturers applied the same methods of 
dealing with the farmer as ihey had practiced in their dealings with the 
farmers of the Near Iui.st. 

Prior to 1912 tobacco was largely grown as a side crop on the farms, and 
for this rea.*<on the growers <lld not know what their crop of tobacco cost them. 
But when it became generally known that tobacco required land of a type not 
suited to other crops, the industry was taken up by farmers of the " substantial " 
type in various parts of the State, and In many cases it was the only crop of 
the farmer. This c'ass of farmers knew how to keep books and knew what it 
cost them to raise their tobacco crop. 

It was by this type* of farmers that cooperative marketing was first resorted 
to as a measure of defense. 

The present method of marketing is along the lines followed by other co- 
-operatlve associations marketing farm products. 

The crops of the farmers are sh pped to New York in car lots and negotia- 
tions for the sale are condu(te<l by a representative of the association. All 
selling expenses are levied on the growers pro rata to the quantity owned 
and the respective amounts deducteil from the proceeds of the sale. Each 
grower is presented with a certifle ! accounting. 

No sales have been made since and including the crop of 1919. 

POSSIBILITY OF EXPANSION. 

Compared with other products of California, the returns from the tobacco 
crop have been small. Yet the interest manifesteil In this crop and the demand 
for the adequate protection of this industry far exceed its present monetary 
importance. 

The governor of the State, the State department of ngi'Iculture, newspapers, 
<x)mmerclal, civic, and farmer's organizations have gone on record that this 
industry be given the necessary protection and a fair opportunity to expand. 

The chambers of commerce of 25 counties are on record for the protection of 
this industry because of its peculiar value to the State. 

[From an editorial in the Sacramento Bee, May 81, 1021.] 

" ♦ ♦ • ♦ A just amount of protection, however, determinable by Congress, 
would give the industry a chance to grow, as there are hundreds of thousands 
of acres In California suitable for tobacco cultura ♦ ♦ ♦ Unlike most other 
crops, Turkish tobacco does not demand the rich lowlands for Its culture. 
It thrives best on the hillsides that fringe the Sacramento Valley and the smaller 
valleys. ♦ ♦ ♦ Such a crop as this, for the annual importation is worth 
$40,000,000, would be a valuable addition In large acreage to California's 
products. California should lend her efforts to securing a Just tariff rate which 
win equalize the difference in cost between labor in foreign countries and in 
this country." 

The land available for the culture of tobacco Is far In excess of the acreage . 
necessary for the production of the entire present domestic consumption of this 
tobacco. 

Within seven years California's annual production will equal our present 
annual importa 

The development of the domestic wrapper-leaf industry brought about the 
increased consumption of that leaf, while the imports also increased. The pro- 
tective tariff on Turkish-type tobacco will show thg same results. 

The Turkish-type tobacco Industry has been developed in California under a 
handicap of comparative production cost here and abroad that might have 
proved discourpglng were It not for the fact that this crop is peculiarly 
valuable to the State. 

First. It requires land that is now largely idle and of no value for the pro- 
duction of other crops. In certain sections, specially along the Coast Range, 
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most of the land available is of this type, and agricultural development in these 
sections does not at all compare with development in other sections of the State. 
The extension of the tobacco industry will mean much to these sections and 
give them a ** money crop." 

Second. The culture of this tobacco requires all-year-round labor. The peak 
of labor demand comes at a period when other crops require a minimum of labor. 
It furnishes employment in the winter montha 

Only real dirt farmers understand what it means to employ seasonal labor, 
and that at a time when all other crops require that same seasonal labor at 
that same period. 

Third. Tobacco is an annual plant Unlike fruit crops, which form the bulk 
of Oallfomia*s production, it requires no heavy initial investment, nor is it 
necessary for the farmers to wait three to eight years to harvest a crop. 

Fourth. All-year employment makes for permanent residents and increases the 
economic and social value of these residents The comparatively small invest- 
ment necessary and the quick returns from the culture of tobacco promotes 
good citizenship by providing opportunity whereby the sober, Industrious farm 
hand of to-day invests the earnings of his all-year employment and becomes 
the farm owner of to-morrow. 

The ownership of a piece of land is the antidote for the various " isms ** of 
social and economic nonsense. 

All of these benefits have been demonstrated during the 16 years of tobacco 
culture in California. 

California needs this crop and is eager to extend the industry. An adequate 
protective tariff will remove the only obstacle to expansion. • 

Reply to Statement of Charles Dushkind, Representing the Tobacco 
Merchants* Association.* 

The Associated Tobacco Growers of California beg to submit to your honorable 
committee the following answer to the " memorial " submitted by the Tobacco 
Merchants* Association : 

The tobacco merchants* memorial cites the $40,000,000 drop in revenue from 
tobacco in the last fiscal year. 

The cigarette branch of the tobacco industry has shown great increase both in 
production and in internal-revenue tax returns to the Treasury. The drop in 
internal revenue has nothing to do with cigarettes, which from 1917 to date, the 
period of heaviest taxation on cigarettes, has shown phenomenal incrtose in 
consumption. 

The report referred to by the memorial is beyond the point British taxes 
on tobacco were increased as a part of extreme war-revenue measures resorted 
to by the British Government. The normal tobacco taxes in England have 
always been and are now nearly 100 per cent higher than they are in. the 
United States, in spite of the fftct that Great Britain has no tobacco-growing 
industry to protect. 

The memorial compares the present United States production of Turkish-type 
tobacco with the magnitude of the cigarette industry. 

We seek protection not to protect our present production but to enable us to 
continue and expand the Industry to tiie full extent of the home demand for 
this product. If the manufacturers or anyone else can show the way to larger 
production without protection we shall be happy to examine the method sug- 
gested. 

Did wrapper-leaf protection follow large production, or did dignity of pro- 
duction follow adequate protection. If production can be expanded or the 
industry maintained, even at its present status, without protection where then 
is the need of protection. 

But the manufacturers reject their own theory when applied to their product 
They enjoy tariff protection of $16.05 per thousand cigarettes as against $3 pro- 
tection asked by the farmers on the leaf necessary to produce 1,000 cigarettes 
of the " all-Turkish " type and only a small fraction of that on the " blended - 
type. The protection given us by the House committee amounts to $0,005 per 
package of 20 blended cigarettes. 

The manufacturers* protection on that, same package is $0,207. In other 
words, they are protected to the extent of $0,267, but when the producers of 

» See p. 2499. 
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the raw material are ^ven a compensatory protection of $0,005 they are no 
longer willing to be counted among protectionists. 

Tlie memorial compares our production with the production of tobacco in 
our Southern States. These tobaccos have no place in tiie discussion of tariff 
on Turkish-type tobacco. They are not involved. If the blending of Turkish- 
type tobacco is essential in the manufacture of southern tobaccos, as the manu- 
facturers claim, American farmers claim their right, as against foreign 
farmers, to supply that tobacco. The greatest need of the tobacco farmers 
of the South is open and competitive markets in which to sell their tobacco. 
The home production of Turkish-type tobacco will foster competition in manu- 
facturing, and to that extent the southern farmers will be benefited. 

THE EFTEOT OF THE FOBDITET BATE 017 THE OIQABETTB INDUSTBT. 

The memorial predicts dire consequences of the Fordney rate on the cigarette 
industry. But their contention can not stand in the lig^t of cold facts. The 
manufacturers make no attempt to explain the consumer's prices here and In 
England, in spite of nearly 100 per cent differential in taxes in favor of the 
American consumer. If they mean that the protection needed by the American 
farmers will be a blow to their present control of the supply and thereby re- 
duce their monopolistic profits, there is no cause for alarm ; it would be very 
salutary. 

In their discussion of foreign export taxes the manufacturers neglect to 
state the export taxes in the Samsoun and Smyrna districts of Asia Minor, 
where since the war there have been substantial reductions. Neither do they 
mention the fact that the post-war purdiasing power of the dollar has auto- 
matically reduced the price of the foreign tobacco by at least 60 per cent. 

BATIO OF IMPORTED TOBACCO USED IN BLENDED 0I0ABETTE8. 

The manufacturers claim their blends "secret" and "therefore no official 
data available." It is ditficult for us to understand their unwillingness to 
put the facts before a committee of Congress. However, tliey claim the aver- 
age " appears to be 23 per c«it Turkish." 

Applying their 28 per cent average to the two of the most popular and larg- 
est selling blended brands, namely, "Camel" and "Lucky Strike," we find 
that with their combined daily output of 120,000,000 cigarettes these two 
brands alone would require annually over 80,222,000 pounds of Turkish-type 
tobacco. With our average annual Imports of this tobacco of 85,000,000 
pounds it is not clear where and how the numerous other blended and "all 
Turkish " brands get their supply. 

WHY HAVE NOT THE SOUTHERN FARMERS ASKED FOR THIS TARIFF? 

The memorial calls attention to the fact that southern farmers, producing 
1,000,000,000 pounds of tobacco annually, have not asked for higher duties on 
Turkish tobacco. This is as logical as to state that Maine potatoes have not 
requested protection for Jersey pottery. 

Beyond the common name ** tobacco " there is no similarity between the two 
types of tobacco in the consideration of classification and protection. There is 
vast difference in type, yield, and method of 'preparation and consequent 
cost of production. For purposes of protection the difference in the two 
tobaccos is even greater than that existing between clean wool and grease wool, 
coDomon rice and hard rice, long-staple cotton and short-staple cotton, shelled 
almonds and unshelled almonds. This the manufacturers themselves admit. 

VARIETIES OF TURKISH-TYPE TOBACCO. 

The manufacturers state that Turkish-type tobacco is of many varieties and 
give a list of names. They also state that the "Pall Mall" brand contains 
about " 42 varieties of tobacco." 

The names given by the manufacturers are nothing more than names of 
small villages comprising the district of Samsoun. These villages have more 
or less uncertain production of tobacco. The manufacturers gather their to- 
bacco from any number of villages they can. These villages use the same 
type seed, and distances between villages are so short that it would be Impos- 
slbki for any village to produce a distinct type due to natural cross-polUnatlon. 
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During and since the war the production of tlio Samsoun district 1ms fallen 
to 25 per cent of normal. Nearly all of the villajres named by tlic manufactur- 
ers have produced no tobacco since the war. If tbe pnMluctlon of all of ilicso 
villages Is essential to the manufacturers' blends, as they state to the com- 
mittee, the consumers of the various brands have l)oen g.ven no explanation, 
much less a rebate, due to a deterioration of quality. 

The statement about the " 42 varieties " of tobacco in the '* Pall Mall " brand 
may do well for advertising purposes, but it has no place in the records of 
a committee of Congress. 

VABIXTIES FBODUCED IN THE UNITED STATES. 

The United States consumption of Turkish tobacco is confine<l to the four 
main varieties of Samsoun, Cavala, Smyrna, and Island. All of tliese are iiro- 
duced here. 

STATEMENT OF DB. OABNEB, OF THE DEPABTMENT OF AGBIGULTUSE. 

The memorial's reference to Dr. Gamer's statement is misleading. At no 
time has Dr. Gamer made any pretense of possessing any usable knowledps 
on Turkish-type tobacco. We have discussed the subject with him and know 
his attituda His statement that "California tobacco is California tobacco 
and nothing else," is correct and is in keeping with the department's policy 
of referring to American wrapper tobacco as " Connecticut or Florida shad^ 
grown," while In trade circles it is referred to and bought as "American 
Sumatra." California tobacco is California tobacco just as "Macedonian" or 
" Greek " tobaccos are Macedonian or Greek tobaccos and nothing else. Tbe 
manufacturers refer to all tobaccos coming from the Near East as " Turkish," 
irrespective of the country of production. In the Near Eastern countries, 
however, they are known as " Turkish tobacco," " Greek, tobacco," " Balkan 
tobacco," or " Russian tobacco," according to the country of production. They 
are all of the Nicotinum rusticum type, and the mitnufacturers acc^t them all 
as "Turkish." 

During the early days of the wrapper-leaf development in Connecticut Dr. 
Whitney, of the Bureau of Soils, invited two prominent cigar-leaf dealers to 
examine two bales of tobacco. After careful examination both of these experts 
pronounced the bales to be good imported Sumatra wrappers. Upon being 
informed that one of the bales was tobacco produced in Connecticut they became 
very enthusiastic and congratulated Dr. Whitney on the department's succesa 
Yet one of these gentlemen has appeared before committees of the Senate 
and the House during every hearing of tariff on wrapper tobacco insisting 
always that the American wrapper is not a competing article with the imported 
wrapper. 

American-grown Turkish tobacco has had the same experience. We have 
tried our tobaccos on the manufacturers, including Mr. Herbert, president of 
the Philip Morris Cigarette Co., and Mr. Dixon, of the Tobacco Products Corpo- 
ration. As early as 1918 Mr. Keeney, of the Keeney Bros., and one of the 
keenest judges of tobacco, pronounced the American-grown Turkish-type tobacco 
"every bit as good as tiie imported." Yet during the hearings before your 
committee Mr. Dixon was present to repeat the old tariff chant of "not a 
competing articla" 

It is not long since Macedonia, the largest producer of Nicotinum rtisticum, 
took up the industry, starting with seed taken from Asia Minor. Long before 
the Macedonian production "Turkish cigarettes" were famous. Yet most of 
the Turkish tobacco consumed in the United States is not Turkish tobacco; it 
\a Macedonian tobacco. 

In the British Cape Colony of South Africa the industry began a few years 
ago by the accidental dropping of a few Macedonian seeds in the garden of a 
farmer named Stella. The seed had been sent to him by a friend in Mace- 
donia as a curiosity. They now have an established industry, with production 
Increasing every year. The colonial government has established demonstra- 
tion farms in several localities and is giving every assistance within its power, 
including preferential tariflC 

In southern Italy the industry was initiated by the Govemm«it tobacco mo- 
nopoly. A recent report of the Italian director of agriculture states that It Is 
aimed to be independent of the Macedonian imports in a few years. 
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In Palestine the industry was recently begun at the instance of the Govern- 
ment. Sir Herbert Samuel, British high commissioner of Palestine, recently 
reported that the cultivation of Turkish-type tobacco is expected to ultimately 
make large contributions to the revenues of Palestine. 

" EXPERIMENT ** OF THE AMERICAN TOBACCO CO. 

The manufacturers speak of their " experiments " in California. That they 
know nothing about the growing of this tobacco is evidenced by the location of 
their farm and the quality of its soil. 

Their " experiment farm " was a 20-acre ground located on the eastern edge 
of the middle San Joaquin Valley, 2 miles southeast of Exeter,' Tulare County. 
It was conducted by the American Tobacco Co., not to exi)eriment with the 
growing of this tobacco but to develop some method of curing and packing 
which would reduce, if possible, the cost of production. But they knew nothing 
of the problems involved. 

Nothing short of utter ignorance of the conditions necessary for the raising 
of this tobacco could have led them to their 20 acres. Had the manufacturers 
known the conditions necessary for the production of this tobacco and the 
great diversity of soil and climate within the 700-mile stretch of California, 
they could not have failed to observe that on the lower slopes of the Coast 
Range Mountains from Ukiah to San Diego there Is suflaclent diversity of 
climate and the most unexcelled conditions to produce the entire world's supply 
of every variely of this tobacco. 

A scientific discussion of the problems of Turkish-tobacco growing is not 
within the proper scope of this statement The quality of the various grades of 
the tobacco grown in California is our answer to the manufacturer. There is no 
problem of quality. Our efforts must now be directed toward larger production 
and standardization of grading and packing. This could not be done in the 
tSLce of an unprofitable and uncertain market brought about by lack of pro- 
tection. 

CONSUMER AND THE "BLENDS." 

The memorial quotes from Mr. Aram's statement before your committee: 
" I do not think the buying public can tell the difference between third-rate 
and first-rate Turkish tobacco," but it leaves out the last part of the sentence, 
**to say nothing about tobacco of the same quality." We will overlook th© 
fact that this is not a fair method of quoting. But the manufaciturers know 
that statement to be true. Had they believed otherwise they would have hesi- 
tated to substitute during the war Chinese and Korean grown Turkish seed 
tobacco for some of the " 42 varieties " so essential to their ** secret blends." 

The memorial suggests that the American farmers producing this tobacco 
have their normal and natural opportunity with the various new brands. It 
is not clear to us why a new brand of any manufacturer should begin with the 
handicap of higher-priced raw material when the Imported leaf can be had 
for less. 

Under abnormal conditions any commodity may be forced on the market at 
prices below cost But no industry can continue under such conditions made 
permanent by inadequate tariff. 

CALIFORNIA PRODUCTION DATA. 

The California production data given to the Ways and Means Committee was 
prepared within a short time in order that our brief might be included in the 
printed record. We had not anticipated such haste and did not have our 
papers with us. We consulted our Congressmen, and they advised that in the 
absence of correct data we must be very conservative and allow our opponents 
every benefit of doubt. The information submitted to your committee was pre- 
pared later and after careful checking of all production data. 

However, If the manufacturers doubt our production data they can verify 
same by offering to purchase the crops of 1919, 1920, and 1921. The Associated 
Tobacco Growers will be happy to convince them by giving them physical pos- 
session of the tobacco. 

The memorial attempts to question our production costs. It is not neces- 
sary for the manufacturers to consider our data. They have In their files com- 
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plete data covering their own production costs in California through a period 
of several years. Although their data covers the low-cost prewar period only, 
it will serve its purpose. Why not submit this data to the committee? 

Our valuation of land is correct Our statement before your committee is 
also correct, and one does not contradict the other, as the memorial suggests. 
Much of this tobacco and all of the best tobacco is grown on slopes whoe 
there are gullies, ravines, steep banks, and other area not practical to cultivate. 
The purchase price of a parcel of land must be charged against the productive 
area only. 

The gentlemen who wrote the memorial know how it came about that In 
^ite of the fact that the fturmers lost money on the 1918 crop the production 
in 1919 almoert* doubled. The manufacturers wanted the 1918 crop but had no 
intention of paying a fair price for it But they also wanted to insure that 
there would be a larger production in 1919, so that should the war continue 
there would be available to them as much of this tobacco as possible to make 
up their depleted stocks. Their method of accomplishing the two ends witb 
one stroke was a masterpiece worthy of th^r peculiar genius. 

When the 1918 crop was ready for them in January, 1919, they professed to 
be ready to pay good prices for it but that their organization was so arranged 
that they could not take delivery until summer. Meanwhile they eziooaraged 
the farmers to go on with larger production. When, in June and July, 1919, 
the farmers learned the prices offered for the 1918 crop, it was too late to 
curtail the 1919 crop, which was already being harvested. 

The only farmers who covered their cost of production during the war were 
those who produced the large-leaf, lower-grade types, as the difterential be- 
twe^i costs here and abroad is less in the case of these types. 

There is no good Turkish-type tobacco grown anywhere in the world pro- 
ducing 941 pounds per acre, as the memorial states, citing a t^egram frotn the 
College of Agriculture. The yield is from 250 to 600 pounds of cured tobacco 
per acre, according to variety. The average yield is between 850 and 400 
pounds. But, like the tobacco grown in the Southern States and other products 
of the soil, this tobacco is subject to all the climatic and insect pest hazards in- 
cident to agriculture. The visible yield per acre is not the deliverable yield. 
Like other industries, the farmers must distribute the average loss or damage 
to crop for a given period of years and arrive at the average d^verable yield 
for that same period. 

There are a few farmers in California who produced the Virginia-type to- 
bacco, which yields high. Finding Turkish-type growing unprofitable, they 
turned their attention to this type. But conditions in California are not 
favorable to this variety. There is also produced a special variety for the 
manufacture of chemicals and insecticides exclusively. This yields unusually 
high. Our association is interested in Turkish-type tobacco only. 

The telegram from the agricultural college makes no distinction in types. 
Some of the letters and telegrams from California submitted by the manufac- 
turers are also explained by this fact. There is no usable knowledge on Turkish 
tobacco in the agricultural college or any other State agency. These agencies 
advised us to abandon the industry because "it can not succeed unless the 
Tobacco Trust wishes it." 

The value of our tobacco given by the agricultural college telegram is the 
liquid value of the commodity. The gentlemen who wrote the memorial are 
the gentlemen who set the liquid value of any tobacco in the United States 
and also in the Levant 

Our testimony before your committee was clear on this point Mr. Aram did 
not and could not give the equivalent of periodic employment in terms of 
permanent employment 

AVERAGE VALUE OF THE nCPORTEd LEAF. 

The average value of the imported leaf is not 91 cents per pound, as the 
memorial states. The United States Tariff Conmiisslon has the official data, 
and it shows it to be about 50 cents per pound. 

The differential in production cost of this tobacco here and in the Levant 
is no greater than that of a great many products of American factories and 
farms enjoying protection. Neither do the manufacturers make any attempt 
to prove that the benefits of the low cost of the imported leaf are passed on 
to the consumer. 
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CAN THE CIGABETTE INDU8TBY " SUB VIVE " THIS TARIFF? 

It may be, as the memorial states, "perfectly apparent, even to a layman, 
that no manufacturer can afford to use tobacco costing about $2 per pound 
* ♦ ♦ in cigarettes that he sells at $4.06 per thousand, and which take on the 
average 3.75 pounds of tobacco, even though only 20 per cent of it is of the 
imported type." But the above Is not at all clear to anyone knowing tobacco 
and the manufacture of cigarettes. The facts are: 

(o) There are no blended cigarettes sold in the United States 'using im- 
ported tobacco at the average cost of $1 per pound. 

United States official figures show the average value of the imported to- 
bacco to be about 50 cents per pound. Moreover, the better grades of tobacco 
are used in the making of " all Turkish " cigarettes, and only the lower grades 
are utilized in the blended cigarettes. 

(6) There are no blended cigarettes sold in the United States requiring 3.75 
pounds of tobacco per thousand cigarettes. 

All blended cigarettes are made in the "small size," having a consumers' 
weight of 2.5 pounds of tobacco per thousand. Allowing for waste in manu- 
facturing process, these cigarettes require an average of 2.75 pounds and never 
more than 3 x)ounds of tobacco per thousand cigarettes. 

The 3.75-pound average given by the memorial is the manufacturers* weight 
per thousand cigarettes of the " regular " size, which have a consumers' weight 
of 3 pounds per thousand. Only the high-priced all Turkish cigarettes are made 
in the regular size. 

COMPARISON OF PRICES HERE AND IN ENGLAND. 

The memorial states : " It is true that in this country some pure domestic 
cigarettes are sold as high as 10 for 10 cents, but it is equally true that we 
are also selling in this country blended cigarettes containing an average of over 
20 per cent of Turkish tobacco at 20 for 20 cents." 

The point is not that pure domestic cigarettes sell here as high as 10 for 10 
cents. The memorial makes no effort to explain how it is possible for the 
British manufacturer to sell cigarettes at the same price to the consumer as 
that paid by the consumers here if it is true that prices here are reasonable. 
There is about 100 per cent differential in taxes against the British manufac- 
turer, aside from other extra expenses, such as ocean transportation, etc. It 
is also worthy of note that the majority of cigarettes sold in England are sold 
either by the American manufacturers through their factories in England or by 
companies having close relations with or subsidiaries of the American com- 
panies. 

The 20-for-15-cent8 cigarettes referred to by the memorial and also held out 
to the committee by Mr. Parker as a shining example of the manufacturers' 
concern for the consumers' welfare are explained by the fact that these 
cigarettes do not constitute a lowering of cost to the consumer. They are cheap 
cigarettes, made of cheaper tobaccos, and sell for a cheaper price. They are 
20-for-15-cent cigarettes and nothing more. And we doubt the existence of a 
single manufacturer who will deny this fact under oath. 

The following facts are worthy of consideration : 

All blended cigarettes sold in the United States are artificially flavored. 

In England none of our blended cigarettes or the 20-forl5-cents cigarettes 
could be sold, because there is a law against artificial flavoring and adultera- 
tion of tobacco. 

In the United States all domestic-tobacco cigarettes when artificially flavored 
sell for less than the blended cigarettes. But all domestic-tobacco cigarettes 
not artificially flavored sell for the same price or more than the blended 
cigarettes. 

If the memorial is correct as to the average value of the imported type at 
$1 per pound and the blended cigarettes, containing on the average 20 per cent 
of this tobacco, how is it that all domestic-tobacco cigarettes when not arti- 
ficially flavored must be sold for the same price or more than the blended 
cigarettes, considering that the average value of domestic tobacco is about 30 
cents per pound? 

In view of this fact we can not escape the logical conclusion that one or 
several of the following must be true : The manufacturers are purposely putting 
the pure domestic-tobacco cigarettes beyond the reach of the average smoker 
to stimulate the sale of blended cigarettes artificially flavored, or the blended 
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cigarettes do not contain domestic tobaccos of a tolerable quality, or there 
is something about this apparently innocent practice of artificial flavoring 
persisted In by the manufacturers that brings the cost of blended cigarettes to 
the same level or below the cost of the pure domestic-tobacco cigarettes. 

When the full facts about this apparently innocent practice of artificial 
flavoring are appreciated, it will be seen that it is the manufacturers* strong 
and cruel weapon to defeat the law of supply and demand in purchasing their 
domestic tobaccos. And this weapon is used against the American farmer at 
the expense of the American consumer. 

ABOUT PRICES IN ENGLAND. 

The memorial admits that the " Pall Mall " cigarettes sell for a shilling in 
England and a quarter here. It neglects to comment on the " Philip Morris ** 
cigarettes. While in the case of " Melachrino " those sold in England it claims 
to be smaller in size. 

Also, upon examination of the manufacturers' statement, we find that the 
shilling is taken at par value in the sale price, but at current exchange in 
computing British taxes on tobacco. 

The memorial goes on with a general and vagiie statement about the American 
cigarettes sold in England being smaller in size and different in quality. 
They should be more definite: Are the "Pall Mall," "Melachrino," "PhiUp 
Morris," and all other American cigarettes sold in England in identical boxes 
and labels different in quantity (size of cigarette) and In quality? If so, th«» 
manufacturers are guilty of misrepresentation to the consumer. 

We repeat that all American cigarettes manufactured in their factories In 
EiUgland and sold there sell for the same price or less than they are sold in 
the United States. And In no Instance are they sold at a price to equalize 
the consumers' price here and in England, considering the nearly 100 per cent 
differential in taxes in favor of the American consumer, a difference by no 
meai s accounted for by a possible lower cost of manufacture In En^nd. 
Also all cigarette prices in England are about the same as those charged here 
for the same quality tobacco used. 

As to difference in taxes here and In England, no further comment is neces- 
sary. Your committee can, no doubt, get at the facts through the experts at 
its command. 

The memorial does not believe "that any American manufacturer is 'con- 
sciously * selling his product in foreign countries at a lower rate of profit than 
In this country." 

The following example shows the facts : The ".Herbert Tareyton "is * 
blended cigarette enjoying large sales. Until a few weeks ago the retail price 
in the United States was 20 for 30 cents everywhere. Recently It has been 
sold 20 for 25 cents at some stores. 

Following is a comparison of prices and taxes here and In Canada on l.OOn 
cigarettes of this brand: 



United States: 

Retail price $15. 00 

Internal revenue $3.00 

Import duty .21 



Total taxes 8.21 



After taxes 11.79 



Canada : 

Retail price $17.50 

Internal revenue $6.00 

Import duty 1.20 



Total taxes. 
After taxes- 



7.20 

10. » 

Differential against the American consumer, $1.49 per 1,000 cigarettes, or 
about 3 cents per package. Can it be tht^t the manufacturer of this brand ^ 
not "conscious" of the facts? 

CONCLUSION. 

The arguments of the manufacturers against an adequate protection to oor 
Industry are the arguments of a powerful group maintaining a practical monop- 
oly of the tobacco industry. The entire history of this group shows that it has 
always fought bitterly, and with no fine distinction in its choice of weapons, 
against any measure threatening Its hold on the supply of raw material or the 
market for the manufactured product. 

The American farmers engaged in the production of tobacco refuse to be im- 
pressed with the power of this or any other selfish group so long as the Oonsti- 
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tutlon of the United States, guaranteeing her citizens equality of opportunity, 
Is a living force. • 

We rest our case with your honorable committee, confident that the sound 
and accepted principle of protection to American industry will prevail. 

Alfred Aram, 
President Associated Tobacco Growers of California, 

Dr. M. O. Wyatt, 
President Northern California Turkisli Tobacco Growers' Association. 

STATEKENT OF OHABLBS DUSHKIND, NEW YOBK CITY, BEPBB- 
SENTma THE TOBACCO MEBCHANTS' ASSOCIATION OF THE 
UNITED STATES. 

The Tobacco Merchants' Association of the United States is a national organ- 
ization, with a membership of more than 1,480, full paid and in good standing, 
of the leading tobacco concerns in the United States, consisting of cigar, 
cigarette, and tobacco manufacturers, leaf-tobacco growers and dealers, whole- 
sale tobacconists, tobacco importers and exporters, related trades, and supply 
houses, flies this memorial protesting against any proposed Increase in the tariff 
rates on Turkish tobacco. 

The House bill now being considered would increase the rates on filler tobacco 
from 35 cents per pound, the rate which has obtained since 1882, to 45 cents per 
pound, unstemmed, and from 50 to 60 cents per pound, stemmed, with a new 
proviso that filler tobacco " commonly used without removing the stem," as all 
Turkish tobacco is used, shall be treated as stemmed tobacco ; that is, shall bear 
a rate of 60 cents per pound, and that " filler tobacco of the kind known as 
Turkish " shall bear a rate of $1 per pound. This protest is against any and all 
increase, and is in insistence that the present rate of 85 cents per pound on 
Turkish tobacco is adequate. 

PBOPOSEH) INCREASE IS NOT INTENDED FOE REVENUE PURPOSES — ^ANY INCREASE 

WOUID BE UNWISE. 

At the outset, we assume. Congress having but recently passed a tax bill 
without adding to the heavy taxes already paid on cigarettes, that the proposed 
increase hi the tariff on Turkish tobacco is not Intended to produce additional 
revenue, but rather to protect some tobacco-growing interest 

However, if the tariffis referred to are intended to increase revenue, then we 
respectfully urge that the taxes on the tobacco industry have already reached 
tlie " point of diminishing returns," as is evidenced by a $40,000,000 drop in 
revenue ftom tobacco in the last fiscal year. 

We understand that the Treasury Department's experts so advised the Com- 
mittee on Finance when the new tax measure was under consideration. 

In this connection we cite the case of England, where. In 1920, the tariff on 
cigars was raised to secure £500,000 additional revenue. One year later the 
chancellor of the exchequer, in submitting the 1921 budget, made this significant 
statement : 

''Last year my budget proposal included an ad valorem surtax of 50 per 
c^it on sparkling wines and cigars. * * • 

" I have now to admit that I was wrong. ♦ * * These duties have failed 
wholly to answer my expectations, and as levied at their present rate they are 
unremunerative. There Is nothing at first sight more reasonable tind nothing 
more universally popular than a luxury tax. But the trouble Is * * * if 
you put heavy taxation upon a luxury people cease to Indulge In it, and you lose 
revenue Instead of gaining it * * * 

" I estimated that the total receipts would be £1,360,000. The actual receipts 
liave been only £325,000. It is clear that the surtax lowered revenue Instead of 
raising It and has entirely failed to Justify itself." 

The £325,000 collected under the additional surtax was about £475.000 less than 
the amount collected during the preceding year under the old tax rate. 

The surtax was promptly repealed, but not until the Industry had been practi- 
cally destroyed. 

THE INTERESTS INVOLVED. 

Manifestly, If one Industry Is to be protected at the expense of another. It Is 
only reasonable that we get a fair appraisement of the benefit accruing to the one 
and the damage done to the other. The Interests Involved are : 
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CaUfortUa interest^ that seek proMhitive tariffs. 

Number of farmers raising tobacco 300 

Number of acres under cultivation 3. 000 

Maximum production of tobacco in peak year pounds 1,500,000 

Tobacco on iiand do 2,200,000 

Alleged value of annual crop at $1.50 per pound $2,250,000 

Profits looked for at 25 cents per pound $375,000 

Note. — The above are the maximum figures taken from Mr. Aram's testimony, 
which figures we believe to be grossly exaggerated. 

T?te American cigarette industry that seeks to he saved from a ruinous tariff ot 
an essential raw material. 

Domestic tobacco used annually in cigarettes ' pounds 150,000,000 

Value of annual consumption of domestic tobacco (150,000,000 

pounds at 41.4 cents per pound 1919 prices) $G2, 100,000 

Tobacco on hand, 3 years' supply pounds.. 450,000,00^} 

Value of tobacco on hand (at 41.4 cents per pound) $183,300,000 

Acreage needed for cigarette tobacco (at 076 pounds per acre) 221, 883 

Imported tobacco used annually pounds.. 40,000,000 

Value (before duty payment) of imported tobacco used at 91 cents 

per pound ^ $36, 400.000 

Duties on annual importations of cigarette tobacco $14,000,000 

Internal-revenue taxes paid annually on cigarettes $150, 000, OOC' 

Annual volume of business (consumers' prices) over $500,000,000 

The additional duties sought to be imposed at the rate of $1 per pound woo^ 
amount to $26,000,000 ; and at the rate of 60 cents a pound would amount to 
$10,000,000, if we are to assume the continued importation of 40,000,000 pooiMb 
of Turkish tobacco per annum under the increased rate. 

To protect what Mr. Aram claims to be a possible industry with a possibk 
income of $875,000 a year he seeks further to tax the cigarette industry to tbi 
extent of $26,000,000 a year; that is, to add that amount to the $150/)OO.OOC' 
of internal-revenue tax, and $14,000,000 of customs duties that the industry not 
yields. 

The fact is, of course, that the cigarette industry could not pay these ad(& 
tional duties ; that there would be disorganization of the industry and that ^ 
$150,000,000 of internal revenue now being collected would be reduced by n 
amount greater than the proposed tariff would produce. 

WAB-miB GBXEK SXFOBT DUTIES WEBB NO FACTORS IN AlCEBICAN HCPOVTS. 

It is not true that there have been burdens heretofbre imposed on the expc^ti- 
tion of tobacco by the Grecian or Turkish (Government, which have latterly bea 
lifted, 60 that the American cigarette manufacturers are able to bear the besTie 
duties proposed by the House bill. It is true that for awhile during the war t^ 
Grecian (Government imposed some export duties. These were imposed dnriBC 
the time when it was almost impossible on account of a lack of shipping tsdSr 
ties to secure Turkish tobacco firom Greece at all. They were imposed is 
the spring of 1917, and were repealed in the ftill of 1918. They formed a ptrt 
of the price paid by American manufacturers for their tobacco brought in froa 
Greece. They were included in the average bond value of the Grecian tobtw 
landed at the port of entry in this country — and yet the average bond value of 
all the tobacco landed in 1917, during a part of which the said export duty (At- 
tained, was 45.8 cents per pound. In 1918 it was $1.01 per pound; wherefts 
in 1919, when there was no such duty, the average bond value of all the Turtisii 
and Grecian tobacco imported was $1,077 per pound, and in 1920 it RrersfS^ 
91.5 cents per pound. We are informed that when, in 1918, the Grecian CSoverc- 
ment determined to repeal this small export duty, it refunded to the exporters 
the amount theretofore collected. 

* The whole cigarette industry is involved in this matter, because if the propose rt^^ 
be adopted, the Industry would be dlsorvanised by the shifting of Mends and hrui 
entities. It is true that of the 150,000.000 pounds of domestic tobacco annually used ^ 
cigarettes about 104,000,000 pounds are used in the Turkish blended cigarettes; aid, ^ 
only such would be affected, these figures should be revised accordingly. 
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RATIO OF IMPORTED TOBACOO USED IN BLENDED CIGARETTES. 

The blends of the various brands of cigarettes are necessarily secret formula 
Of the respective manufacturers. Hence there is no official data available show- 
ing the percentage of imported tobacco used in the various brands of cigarettes. 

An official report of the War Industries Board entitled "History of Prices 
During the War— Prices of Tobacco and Tobacco Products," contains (on p. 8) 
official figures of the production of the various types of cigarettes in 1917. This 
report divides the three general types of cigarettes approximately as follows : 

Per cent. 

Pure Turkish ^ 7 

Turkish blends - 71 

Pure domestic -, 22 

The growth of the Turkish-blend brands of cigarettes has been principally 
daring the last 10 years. The war seriously interrupted importations. But 
before the war there had accumulated considerable stocks of TurklBh tobacco in 
this country. In the year 1913, for example, there was an importation of 
31,000,000 pounds of Turkish tobacco as against a total cigarette consumption of 
only 15,600,000,000. The importation of Turkish tobacco in 1919 was 40,000,000, 
and in 1920, 39,000,000 pounds. Taking all in all, with shipping unimpeded and 
with no accumulated stocks, it is fair to estimate the present rate of consump- 
tion of Turkish tobacco at 40,000,000 pounds. ' 

Taking the percentages of the War Industries Board, based upon a question- 
naire issued by the board, and applying these percentages to the 40,000,000 
pounds, our estimate of the consumption of Turkish tobacco, it appears that the 
Turkish tobacco in the Turkish-blend cigarettes is ai^roximateiy 23 per cent 
of the whole. Of course, some blends contain less than 23 per cent and others 
more, but the average appears to be 23 per cent 

MB. ARAM'S CONTENTIONS AND THE REAL FACTS IN THE CALIFORNIA TOBACCO-OBOWINQ 

SITUATION. 

The imported tyi)es of cigarette tobacco are essential to the production of at 
least 78 per cent of the cigarettes consumed in the United States. 

The imported tobaccos have greatly stimulated the cigarette business and 
vastly enlarged the demand for domestic tobacco. While importations of ciga- 
rette types of tobacco have increased from about 14,000,000 pounds in 1911 to 
46,000,000 pounds in 1919, an increase of but 32,000,000 pounds, the aggregate 
quantity of tobacco used for cigarettes has grown from approximately 38,000,000 
pounds in 1911 to 198,000,000 pounds in 1919, or an increase of 160,000,000 
pounds (the complete figures for 1920 not being yet available). 

American farmers, other than Mr. Aram and his alleged California ** associa- 
tion/' fully appreciate the benefit of the imported tobaccos as a means of in- 
creasing the demand for their home-grown products. Not one of the 300,000 
farmers producing annually over 1,000,000,000 pounds of tobacco (exclusive of 
cigar types) has demanded, asked for, or even suggested any higher duties on 
Turkish tobacco. 

But Mr. Aram claims that the tobacco raised in Oallfomia is Tuiidsh tobacco. 

Assuming, though it isn't true, that the California tobacco is as good as some 
of the types of Turkish tobacco, what about the great variety of types that they 
can not produce? 

Supposing that a Pennsylvania tobacco grower idiould find a suitable spot in 
England where he could raise the Pennsylvania type of fillers, and upon the 
strength of that demand a prohibitory du^, not alone on the Pennsylvania type 
of tobacco but on all of the 20 or more distinctive types of American tobacco, 
what would be the answer to such a demand? 

Turkish tobaccos, like American tobaccos, are divided into a number of dis- 
tinctive types and each type is again divided into various dstinctive grades. 
To make a satisfactory blend a variety of types and grades must be used. For 
example, the Pall Mall brand contains as many as 42 different types or grades 
of Turkish tobacco. 

For an illustration of this point, we refer to the " Samsoun type " of tobacco 
and submit a list of the various classes or grades of tobacco raised under that 
one general type, to wit: Tsarchamba, Kavak, Amassia, Hadjlkeuy, Khavza, 
Ladik, Madjideuzu, Merzifoun, Vizis Kupru, Alatsam, Baffra, Brbao, Karahissar, 
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Endress, Messoudie, Sinbpe, Guerzei Ayandik, Boyadad, Yeni Khan, Goran, 
Char Klchla, Tokat, Nlxar, Zele, Unia, Therme, and Fatza. 

Each of the above is a distinct grade of tobacco, although they belong to the 
same general type known as " Samsoun." Similarly, other general tsrpes that 
are imported into this comitry, such as Smyrna, Ca valla, Xanthy, Salonlcas, 
Thessali, Agrinion, all have a variety of grades or classes. 

Oalifomia growers may be able to produce good tobacco. If so, it will be dis- 
tinctly California tobacco, and no other type. As Dr. W. W. Gamer, of the 
Departm^it of Agriculture, who is concededly the best expert on tobacco grow- 
ing in this country, has put it, " California tobacco is California tobacco and 
nothing else." 

Dr. Gamer's opinion is borne out by world-wide experience. Very rarely do 
countries, widely separated geographically, produce the same type of tobacco, 
although they may seem to superficial or even careful observers to be strikingly 
alike in their soil or climate. The fact is, as testified by those familiar with 
much of the territory where Turkish tobacco is grown, and the California terri- 
tory, that there are marked or vital differences. California has an abundant 
yet an irregular rainfall, whereas the rainfall in the Orient is frequaat and 
gentle, seasonal and reliable. California has quick changes and wide extremes 
in ten\perature, whereas in the Orient sucli is not the case. 

The American Tobacco Co. in 1908, 1909, and 1910, experimented in Cali- 
fornia, and the Liggett & Myers Tobacco Co. having in 1911 acquired the San 
Francisco factory of the American Tobacco Co., continued to experiment for 
several years thereafter in an effort to produce some sort of substitute for 
Turkish tobacco. From Mr. Aram's statements, in 1909 the American Tobacco 
Co., or some local California r^resentative of that company, by circular en- 
couraged California landowners themselves to continue the work. But these 
experiments absolutely failed. 

The tobacco business in all its branches illustratefl and proves the fallacy of 
the contention that identity of seeds means identity of product Tobacco grown 
in the Southern States, from the same seed and in the same territory, varies 
from 65 cents a pound to 16 cents a pound; American shade-grown wrappers, 
grown by the same company in Connecticut, bring twice as much per pound 
as those grown from the same seed and by the same method in Florida or 
Georgia. Yet Mr. Aram desires us to believe that he can bring seed over from 
the Orient and produce in California every type and every grade of tobacco 
grown in Greece or Turkey, and that, with tariff protection, they could be 
easily and readily substituted by cigarette manufacturers for Turkish tobacco. 

Mr. Aram's point of view in tibls regard is shown by a sentence in his testi- 
mony before the Finance Committee: 

" I do not think the buying public can tell the difference between third rate 
and first rate Turkish tobacco." 

Apparently he builds his whole case upon this supposition, which requires no 
comment. Surely the cigarette manufacturers, who have developed a business 
of 50,000,000,000 cigarettes a year, must have learned that the consuming 
public can tell the difference or they would have put into their cigarettes noth- 
ing but domestic tobacco instead of using high-priced Imported tobacco and pay- 
ing a duty thereon besides. 

The suggestion by Mr. Aram that large cigarette manufacturers have some 
sinister motive in not using California grown tobacco in substitution for 
Turkish tobacco is absurd. None of the cigarette manufacturers owns an acre 
of Turkish ground ; none of them is enamored of doing business in Turkey ; 
none of them has any interest other than the securing, without embarrassment 
and at fair cost to it, of raw material for its product Most of the large manu- 
facturers have well-established brands whose sales amount to biUions of 
cigarettes annually. Some of the large manufacturers have experimeited at 
some time with California tobacco, and none of them has found it satisfactory. 
None of them dare substitute It for the Turkish tobacco in any of their valuable 
and well-known brands. 

California tobacco growers, if they have a product that is usable in cigar- 
ettes, have always their normal and natural opportunity to establish their 
tobacco with the numerous new brands being constantly gotten out by small 
manufacturers. In the last year or two they have had an unusual opportunity, 
if their tobacco had merit because in the last year or two many of the 
strong, well-known tobacco manufacturers, such as The Bloch Bros. Tobacco 
Co., of Wheeling, W. Va. ; Larus & Brother Co., of Richmond, Va. ; John J. 
Bagley Co.. of Detroit. Mich.; Scotten Dillon Co., of Detroit Mich., have 
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gone into the cigarette business with ample capital, and with experienced 
tobacco men. Undoubtedly every one of them is making a blended cigarette. 
Undoubtedly also they could have bought the 1919 and 1920 crop o^ Cali- 
fornia tobacco, which Mr. Aram says none of the large dealers would buy, 
at substantially less than they had to pay for their Turkish tobacco. Why 
didn't they in making new blends for their new cigarettes try the California 
tobacco? 

OUB REQUIREMENTS OF TURKISH TOBACCO AND THE PRODUCTION OF CALIFORNIA 

TOBACCO. 

As against our average requirements of about 40,000,000 pounds of Turkish 
tobacco per annum, the largest crop, according to Mr. Aram's latest figures, ever 
produced in California, was that of 1919, which amounted to 1,525,000 pounds. 
Surely 1,500,000 pounds can not meet a requirement of 40,000,000 pounds. But 
we have reason to doubt Mr. Aram's figures. We rather believe that the figures 
that he submitted to the Committee on Ways and Means are less wide of the 
mark than those he now presents. Here are the two sets of figures : 





Mr. Aram's 
figures sub- 
mitted to the 

Senate 
committee. 


Mr. Aram's 
figures sub- 
mitted to the . 
House 1 
committee. 




Mr. Aram's 
figures sub- 
mitted to the 

Senate 
committee. 


Mr. Aram's 
figures sub- 
mitted to the 

House 
committee. 


1906 


Pounds. 

500 

9,500 

30,000 

37,000 

300,000 

' 490,000 

250,000 

215,000 


Pounds. 

500 


1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 


Pounds. 
245,000 
500,000 
800,000 
498,000 
870,000 
1,525,000 
700,000 
48,000 


Pounds. 


1907 




1906 






1909 






1910 


800,666 
1 




1911 


1,000,000 
200,000 


1912 




1913 






1 





However, both of these statements seem to be wrong. On August 24 last we 
wired the College of Agriculture, Agricultural Experiment Station of California, 
as follows: 

" May we not ask you to furnish us with such data, information, or statistics 
as you may have in regard to tobacco growing in your State? " 

The following is the reply : 

" California tobacco acreage 1919 was 700 acres. Quantity harvested, 489 to 
941 pounds. Value, $2S4 to $166. 

" Edwin C. Vooehies." 

It will thus be seen that in 1919, instead of raising 1,000,000 pounds, accord- 
ing to Mr. Aram's first statement, or 1,525,000 pounds, according to his most 
recent statement, there were cultivated only 700 acres, producing between 489 
to 941 pounds per acre, or a total of 658,700 pounds, according to the maximum 
yield. Taking the mean figure, the yield would only amount to 500,500 pounds. 

Since Mr. Aram has failed to give the source of his information, we must, of 
course, accept the official figures from the authoritative source referred to. 

The insignificance of the industry is further shown by letters and records 
quoted in the appendix hereto. 

PEESENT DUTY ON TXJKKISH TOBACCO AFFORDS MORE THAN A SUFFICIENT DIFFEREN- 
TIAL TO PROTECT CALIFORNIA TOBACCO. 

Notwithstanding Mr. Aram's varying statements as to the prices paid for 
Turkish tobacco, which at one point of his testimony he mentioned as 15 to 30 
cents per pound, contradicting himself with equal emphasis in the latter part 
of this testimony, where he stated that what he meant was that the cost of pro- 
ducing tobacco on the other side was 50 cents per pound, the official records of 
the customhouse department (Foreign Commerce and Navigation Reports) show 
that the average price paid for Greek-Turkish tobacco, even under the declin- 
ing prices in 1920, was 91.5. cents per pound, besides a duty of 35 cents, which 
brings it up to $1,265 per pound. 
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But Mr. Aram claims that it cost $1.34 per pouDd to produce tobacco in Cali- 
fornia, and he submits pages of detailed figures purporting to show the itemized 
cost of production in substantiation of his assertion. 

Mr. Aram does not give the source of these figures. However, it is entirely 
unnecessary to enter upon a discussion of the figures submitted by him except 
to refer briefiy to one or two outstanding facts which throw much light on the 
subject. 

For instance, among the items of ''Permanent investments" he gives the 
value of 20 acres of land at $6,000, which equals $300 per acre. In his testi- 
mony before the committee, in response to Senator Reed*s question, he stated 
that the tobacco land in California is worth "from $100 to $250 an acre"; 
also that the land *' is not good for anything else except grazing." 

Apparently when Mr. Aram prepared that statement he overlooked the fact 
that Californians sold their 1918 crop at a time when, according to his own 
statements, the manufacturers bought everything they could get at prices 
ranging between 25 c^its and $1.25 per pound. The farmers were seemingly 
80 happy over it that the following year, to wit, 1919, as appears from his own 
figures, they nearly doubled their crop. Surely, if the farmers had lost money 
on the 1918 crop at $1.25 per pound (maximum price), they would have held 
back in raising tobacco again in 1919, Instead of doubling their crops. 

Yet Mr. Aram desires to make us believe that It cost $1.34 per pound to pro- 
duce tobacco. 

His cost statement is based on a production of 302 pounds per acre, and 
here again Mr. Aram seems to be In error, for It appears from the telegram 
of the California Agricultural College herein above quoted that the yi^d 
is from 489 to 941 pounds per acre, and that the value of the crop is from $166 
to $284 per acre, which makes from 30 to 34 cents per pound. 

Mr. Aram is careless in his figures. This was clearly demonstrated in his 
testimony before the committee when, in response to Senator Reed's questions, 
he testified that there are employed an average of 9,000 laborers for a whole 
year to cultivate and produce the California tobacco crop. But when he was 
asked how 9,000 laborers can be paid from the proceeds of a crop the entire cost 
of which, even at $1.25 per pound, would be about $875,000, he explained : " I do 
not know what these men will get, but our association is conducted in this way," 
following it with a recital of the methods of his association. This was the only 
explanation he could give for his statement. To pay 9,000 laborers involves a 
cost of $2,700,000, figuring at the rate of $1 per day. 

With the average price paid for Turkish tobacco at 91 cents per pound, plus 
a duty thereon of 35 cents per pound, the California tobacco, whatever it may 
be, is more than sufficiently protected. • 

The highest average price paid for cigarette tobacco grown in the United 
States during war days was 41.3 cents per pound; while the average price for 
tobacco imported from Greece and Turkey, even under the present declining 
market, Is 91 cents per pouud, and to that must be added the duty of 35 cents 
per pound, making an average price for the imported tobacco, $1.26 per pound. 

Manifestly, if they can not produce tobacco in California to compete with 
Turkish tobacco costing $1.26 a pound, whQe the average highest price that do- 
mestic cigarette tobacco was ever sold for was only 41.3 cents per pound, they 
can not produce any tobacco on a commercial basis, for it must be self-evident 
that if the cost to produce such tobacco is prohibitive it can not be used as a 
commercial article. 

Producing an article is one thing, and producing It on a commercial basis is 
quite another thing. 

The great bulk of Turkish tobacco is used, not in the manufacture of pure 
Turkish cigarettes, but In the Turkish-blend cigarettes, i. e., the cigarettes that 
retail to the consumer at 20 for 20 cents and are sold by the manufacurer at 
$7.06 per thousand, which includes the internal-revenue taxes, or $4.06, which 
excludes the internal-revenue taxes. 

It must be perfectly apparent even to a layman that no manufacturer can 
afford to use tobacco costing about $2 per pound (which would necessarily be 
the approximate cost under the proposed Increased tariff). In cigarettes that 
he sells at $4.06 per thousand and which take on the average 3.75 pounds of 
tobacco, even though only 23 per cent of It is of the Imported type. 

Reference has been made at the hearing to "Pall Mall" and '^Egyptian 
Deities." These are the most expensive and the highest type of Turkish ciga- 
rettes made In this country. Their sales are, however, comparatively so small 
that they practically form no factor In the business on pure Turkish cigarettes. 
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which amounts, approximately, to three and one-half billion per annum, or 7 
per cent of the whole. 

The great bulk of tlie pure Turkish business is done on such brands as " Lord 
Salisbury," which retail at 15 for 16 cents; "Turldsh Trophies" (cork tips), 
*' Helmars," and " Egyptian Prettiest," the retail price of which Is 20 for 25 
cents; "Melachrinos (No. 9)," "Moguls," and "Murads," which are sold to the 
consumer at 20 for 35 cents, but not ** Pall Mall " or " Egyptian Deities." 

The average manufacturer's price for pure Turkish is about $11 per thousand, 
which includes $3 internal-revenue taxes and about $1.20 per thousand in duties 
on imported tobacco used therein, or $6.80 minus the taxes and duties, which, 
as will be seen, figure at about 62 per cent of the manufacturer's net price. 

MR. ABAM'S comparison OF ENGLISH AND AMERICAN PRICES. 

Mr. Aram repeatedly claims that American cigarettes are sold in England at 
lower prices than they are sold for in this country, although the taxes in 
England are higher than in the United States. 

To substantiate his statement, he tells us tliat a cigarette made of pure Vir- 
ginia tobacco sells in England at 10 for 10 cents. It is true that in this country 
some pure domestic cigarettes are sold as high as 10 for 10 cents, but it Is 
equally true that we are also selling in this country blended cigarettes contain- 
ing an average of over 20 i)er cent of Turkish tobacco at 20 for 20 cents, the 
maximum price, the same cigarettes being sold in some stores as low as 20 for 
15 cents. 

But Mr. Aram has overlooked the fact that there are not less than three 
national brands on the market now, such as "One-Eleven," "Beechnut," and 
" Sunshine," that are retailed at 20 for 15 cents, for which the manufacturers 
receive a net price, minus the taxes, of but $2.30 per thousand. 

Laying special emphasis on his assertion that the American brand "Mela- 
chrino " cigarettes are sold in England for 1 cent a package less than they are sold 
for in this country, he has ignored the important fact that the " Melachrino " 
cigarettes that are sold in England are made in England and not in this country. 

Another most significant fact that he did not seem to recognize is that the 
cigarettes made in England or those made in the United States for the English 
market are substantially smaller in size and take nearly a pound of tobacco less 
per thousand than those sold In the United States. This means a difference not 
only in the cost of tobacco, but as the English taxes are levied at so much per 
pound, whether on raw tobacco or on tlie finished product, a difference of 
1 pound of tobacco or thereabouts means a difference of about one-third of the 
taxes on a thousand cigarettes. 

As a matter of fact, the tax on Melachrino cigarettes, plus the duty on the 
Turkish tobacco used therein, made in this country, amounts to about $4.10 per 
thousand, while the duty on the tobacco in the same cigarettes made in England 
amounts to 21 shillings, or about $4.20 in American money. There is no tax on 
the cigarettes, other than the duty paid on the tobacco, In England. 

Furthermore, the price of Melachrinos In this country Is not higher than the 
price in England, for they sell in the United States at from 16 to 20 cents a 
imckage, whereas in England they sell at a minimum of 1 shilling per package. 

Pall Mall cigarettes are a high-class pure Turkish cigarette of insignificant 
volume as compared with the whole cigarette business In this country. In this 
country the brand belongs to the American Tobacco Co. In England the same 
brand belongs to the Imperial Tobacco Co. It so happens that a good many 
cigarette brands well known in this country are owned by an entirely different 
proprietor in England and certain other foreign countries. Naturally the manu- 
facturer In England uses such blends and formula as he sees fit, and the Eng- 
lish cigarette is habitually of lighter weight and generally of different blend 
than the American cigarette of the same name. 

The Aiiierioan Tobacco Co. furnishes a few — not exceeding one-half million a 
year — Pall Mall cigarettes to the Imperial Tobacco Co. for sale at places fre- 
quented by Americans in London, simply and only for advertising puri>oses. 
The prices obtained by the English company, who takes them from the American 
Tobacco Co. at cost, is entirely unimportant to the American Tobacco Co. 

We do not believe that any American manufacturer Is consciously selling 
his product In foreign countries at a lower rate of profit than in this country. 
Normally and because of the high tariffs In foreign countries on imported 
manufactured goods there is no considerable export business on American- 
made cigarettes. There are two temporary situations that should be taken 
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into account; one is that during and Just after the war there was a large 
exportation from America of cigarettes of well-known American brands, and 
on a basis of profits entirely satisfactory. The American Tobacco Co., for 
instance, states to us that it exported in the calendar year 1920, 1,404,000,000 
cigarettes and that its total exportations in the calendar year 1021 up to De- 
cember 1 was only 68,787,000. A second consideration is that if Mr. Aram, 
or even a more reliable investigator, made inquiry as to brands in London and 
other European cities to-day he would be liliely to find Pall Mall soling as low 
as 6d. and other cigarettes on a proportionate basis. This is due to the sale 
at auction by foreign Governments of the surplus stocks of depreciated goods 
on hand as the result of overpurchases for war purposes. 

The increased duties were inserted in the House bill without hearing the 
cigarette manufacturers and without aflTordlng them an opportunity to present 
the real facts in the situation to the committee. 

As stated by Mr. Parker before your honorable committee, and as admitted 
by Mr. Aram in his testimony, Mr. Aram did not appear at the public hearing 
before the Ways and Means Committee when the tobacco section was scheduled 
to be heard, nor had the cigarette industry received any intimation of Mr. 
Aram's activities until his memorandum was accidentally discovered by the 
writer printed in the miscellaneous appendix, Part VI of the hearings (p. 4480). 

It is our firm belief that had the cigarette industry had an opportunity to 
present the real facts in the situation before the Committee on Ways and 
Means or its subcommittee in charge of the tobacco schedule the fallacy of 
Mr. Aram's contentions would have beeen conclusively established and the old 
tariff rates on imported cigarette tobacco would have remained unchanged. 

CONCLUSION. 

We believe that it has been clearly demonstrated : 

That Turkish tobacco has been of great benefit, not only to the cigarette 
industry, but to the domestic tobacco-growing industry. 

That no substitute for the Turkish types of tobacco can be raised in Cali- 
fornia, or In any part of this country. 

That the increased duties passed by the House can not but spell disaster to 
our cigarette industry. 

That aside from Mr. Aram, who claims to speak for an alleged California 
Tobacco Growers' Association, no American tobacco grower has asked for 
additional protective duties on Turkish tobacco, or on any other filler tobacco. 

And we respectfully urge with all possible emphasis at our command that 
the great American cigarette Industry, with investments of many millions 
of dollars, using about 150,000,000 pounds of domestic tobacco grown by 
American farmers, and contributing $150,000,000 a year in internal revenue 
taxes alone, should not be jeopardized; and that its immensely valuable trade- 
marks and property rights should not be destroyed simply for the purpose of 
affording protection to a few farmers who have been unsuccessfully experi- 
menting in ra'sing a substitute for Turkish tobacco in the State of California. 

On behalf of th6 more than 1,480 members that we represent, and on behalf 
of 200 smaller cigarette manufacturers who manufacture practically nothing 
but pure Turkish cigarettes, we most earnestly protest against the increased 
duties provided in the House bill. 

Appendix to Statement of Tobacco Merchants* Association, 
quotations from lettkk8. 

From a letter of Mr. W.. H. Alston, president of the Alston Tobacco Co., who 
has been engaged in the Turkish leaf tobacco business for the past 21 years, 
both as an importer and as a buyer of Turkish tobacco for some of the largest 
American manufacturers : 

" Shortly after the purchase and manufacture of Turkish tobacco was in- 
augurated, experiments were started in various States of the Union in an en- 
deavor to produce similar types. To this end, Turkish tobacco seed was brought 
to the States and I was instnimental in having experienced tobacco farmers 
cultivate tobacco grown from this seed in Pennsylvania, Ohio, Maryland, Ken- 
tucky, North Carolina, and Virginia. I was particularly interested in these ex- 
periments, being a native-born North Carolinian. The results, however, were 
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very disappointing and may be summed up without exaggerations thus: In no 
instances did tlie highest grade of tobacco produced in this manner In any of 
these States equal in quality the lowest grades of tobacco grown in Turkey. 

"At this point, it should be emphasized that the lower grades of Turkish 
tobacco are not imported into the States, being themselves quite unsuitable for 
American manufacturers. 

" The proportion of tobacco grown in Turkey entirely unsuitable for American 
usage is at least 40 per cent, but we consider even these qualities as being very 
much superior to any substitute Turkish tobacco capable of being produced iii 
this country. 

•* In 1908 I was instrumental in carrying out experiments for a similar pur- 
pose in California. An attempt was made to reproduce Turkish tobacco grown 
from Turkish seed in California, a farm having been leased in Exeter, Calif., 
with the idea of producing a quantity of about 40,000,000 pounds. I was then 
associated with tiie American Tobacco Co., and the latter company spent a 
considerable amount of money on this experiment, and personally I superintended 
the execution of this plan. It was our idea to spare neither expense nor trouble 
in the endeavor to produce * Turkish * tobacco In the States, thereby to avoid 
the necessity of establishing a large and necessarily exi)ensive organization hi 
the Near East. 

" The result of the experiment was certainly more fortunate than those con- 
ducted in the other States mentioned heretofore, but the fact still remained that 
the highest quality produced in California was not equal to the lowest grades 
of Turkish, which themselves are considered of too Inferior a quality for the 
American market. 

"The climate of California Is unsuitable for the cultivation of Turkish 
tobacco because, briefly, the extremes are too pronounced. 

"When It is dry, it is too dry, and resort has been had to irrigation, whidi 
Is itself unnatural, and is unsuited to tobacco cultivation. After the tobacco 
is cured and In storage, the rainy season is so pronounced that the tobacco is 
in continual * soft * order with the result that mold develops. 

" It may be pertinent at this point to introduce a few facts regarding Turkisli 
tobacco and the California substitute. There are at least 25 different tyj^n 
and grades of the so-called Turkish tobacco imported into the United States not 
to mention quite as many more which do not come to this country, but are con- 
sumed in Greece and Turkey and in different countries in Europe and else- 
ivhere. The 25 grades imported to the United States are each distinctive and 
when blended together make the finished Turkish cigarette. When the blend 
of Turkish tobacco Is Itself blended with domestic tobacco, then you have what 
is known as. the Turkish blend cigarette. Substitute Turkish tobacco grown 
In various parts of the United States, California Included, grades, I should say. 
Into about three qualities only. Even these three qualities are very similar. 
Is it not obvious therefore that one can not make as satisfactory a blend with 
three grades (all more or less a sameness) as Is possible with no less than 25 
types, each one quite distinctive?" 

In a recent letter of the Liggett & Myers Tobacco Co., one of the largest users 
of Turkish tobacco in this country, the company has made the following state- 
ment: 

" In the year 1911, the American Tobacco Co. furnished Turkish tobacco seed 
to a few farmers, Armenians or Greeks, as I recall, residing In the hill section 
of California between Sacramento and San Francisco, and gave them instruc- 
tions as to the cultivation and curing of the tobacco. A percentage of the 
tobacco raised from that seed, although of coarse texture, had a Turkish flavor. 
It was decided therefore to continue the experiment and this was undertaken 
by the John Bollman Co., a branch of Liggett & Myers Tobacco Co., located at 
San Francisco. From 1912 to 1918 we purchased a total of approximately 
150,000 pounds of this tobacco. We became convinced that the soil there was 
not adapted to the cultivation of Turkish leaf; that the variation in tempera- 
ture falling as much as 30 or 40** at night as compared with the temperature 
In the middle of the day prevented the tobacco from ripening and curing 
properly. Its texture was coarse, it was lacking in Turkish flavor, was of poor 
burning quality and in many instances of decided rankness. We could use 
with some risk only about 1 per cent in a cigarette In which several different 
varieties of tobacco were blended. Experts ao not believe that Turlsh tobacco 
can be grown successfully in that climate. After the tobacco was supposed to 
have been air cured, It had to be dried In a machine In order to prevent Its 
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complete damage. The experiment was costly to us and we decided that nnder 
all the circumstances, it was best to discontinue it." 

The Gensior Tobacco Co., another concern for many years engaged in the 
business of importing Turlcish tobacco on a large scale, has this to say in a 
letter recently written to us, to wit : 

" We purchased several thousand pounds of this tobacco at 30 cents a pound 
for one late large cigarette company in this country who decided to try this 
tobacco with Turkish for the same reason of saving the duty, and found same 
to be unsatisfactory, leaving them with most of this tobacco on hand at the 
present time. 

•* We were offered about a million pounds or more of this tobacco at 50 cents, 
which we rejected, and which Is now still lying in New York in the hands of 
one Armenian by the name of Aram, who has since approached us several times 
to make him any kind of a reasonable offer to try to work this off for them 
on any basis that we might suggest, and we have declined this also, because 
there is no demand for this character of an inferior substitute for Turkish 
tobacco at any price. With all of this so-called Turkish California lying in 
New York and the scarcity of good Turkish tobacco, we can not dispose of this 
California tobacco. 

" Some of the Armenians who raised this California Turkish came here and 
persuaded some little manufacturers, leading them to believe that Turkish 
California can be mixed with the genuine and thus save the duty and make a 
100 per cent Turkish cigarette. This leads to the public being misled and fooled 
into a mixed Turkish for pure Turkish and charging the price as if it were all 
Turkish, which is, of course, wrong. Turkish tobacco at any price could never 
be substituted by California tobacco." 

Mr. Aram, in attempting to mafeify the extent of what he calls the tobacco- 
raising industry in California, mentions the following counties where tobacco 
has been produced, to wit: Yolo, Fresno, Tulare, Santa Clara, San Joaquin, 
Kings, Sacramento^ Los Angeles, and San Diego. 

In 1917 we made extensive inquiries as to the production of tobacco in Cali- 
fornia, and we quote herein from letters received from the Department of Agri- 
culture and chambers of commerce in the various counties where Mr. Aram 
claims that tobacco is being raised, which speak for themselves : 

SANTA CLABA COtJNTY. 

[From the Consolidated Chamber of Commerce of the dty and county of Sacramento, 

Nov. 15, 1917.1 

" This tobacco was grown in the counties of Tulare, Santa Clara, and Fresno, 
also Los Angeles, but at the present writing it has not been of sufficient com- 
mercial value to continue. 

" The county of Sacramento raises absolutely no tobacco, not because of the 
adaptability of the soil but owing to the fact that other crops of a commercial 
value can be raised instead of the tobacco." 

TI7LABB COUNTY. 

[From the United States Department of Agriculture, Bureau of Plant Industry. Wash- 
ington, D. C, Nov. 6, 1917.1 

" In reply I may say that considerable interest was aroused by experiments 
carried out a few years ago in Tulat-e County, Calif., looking to the production 
of Turkish tobacco. We understand that these experiments were furthered by 
the John Bollman Co., of San Francisco. More recently tests have been made 
in the States of Washington and Oregon and also in California, with a view 
to growing tobacco merely as the source of spraying material required by 
orchardists in combating destructive insects." 

(From the United States Department of Agriculture, Bureau of Crop Estimates, San 
Francisco, Calif., Nov. 16, 1917.] 

"A few years ago considerable Turkish tobacco was grown in the San Joaquin 
Valley, Calif., I think largely in Fresno and Tulare Counties, but so much 
trouble was experienced in marketing the same that its cultivation was dis- 
continued." 
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KESN COUNTY. 

[From the Kern Coanty Board of Trade, Bakcrsfleld, Calif.,. Dec. 4, 1017.] 

" Relying to your recent communication, I wish to advise that there are a 
number of places in Kern C!ounty where they are raising tobacco in an experi- 
mental way or for their own use. There Is no tobacco raised here commer- 
ciaUy." 

SAN DIEGO COUNTY. 
[From the San Diego Chamber of Commerce, San Diego, Calif., Dec. 27, 1017.] 

"Answering your favor of December 14, in reference to the raising of Turkish 
tobacco In this section, will state that three years ago a gentleman from Turkey, 
interested in growing Turkish tobacco in this section, brought some Turkish 
tobacco seed to this chamber. The seed was distributed to interested farmers 
in the back country. Endeavoring to promote the production of the tobacco a 
prize was offered for the best sample submitted. A few experimented that 
year, and of the samples submitted one won a prize of $10. 

" Since that time the matter seems to have gone by default, as we have been 
unable to learn of any parties who are growing the tobacco in this section now." 

LOS ANQELES COUNTY. 

[From the United States Department of Agricnltare, Bureau of Crop Estimates, San 
Francisco, Calif., Jan. 12, 1018.] 

** I inclose herewith copy of letter from Mr. J. D. Gulp, which is self- 
explanatory." 

[Letter of J. D. Cnlp, Pacific Grove, Calif., Jan. 11, 1018.] 

" There are only two parties that I know of that grew any. Mr. J. M. Goode,. 
whose address is Rodondo, Los Angeles County, raised a small quantity, and 
Mr. Lesher, Thirty-eighth and Moneta Streets, Los Angeles, has raised a small 
quantity for the past two years, and he has it on hand now. He sent samples 
of it to the different tobacco markets back East, and couldn't obtain any offer 
for it at all. It is not fit for commercial use. It is like all other tobacco that 
ever has been grown in California, that has been cured by the same methods that 
are used in other tobacco-growing States of the Union." 

KINGS COUNTY. 

[From the Kings Coanty Chamber of Commerce, Hanford, Cftlif., Nov. 10^ 1017.] 

" It was raised a few years ago, but for the lack of a market it was only 
raised one year." 

STANISLAUS COUNTY. 

[From the Modesto Chamber of Commerce, Modesto, Calif., Nov. 28, '1017.] 

***** beg to advise that several years ago there were experiments car- 
ried on in the raising of tobacco in the city of Turlock, this county, but the 
same did not prove successful on account of the flavor of the tobacco." 

FBESNO OOUNTY. 

[From the California Development Board, San Francisco, Calif., Nov. 27, 1017.] 

•* • * * a few years ago an attempt was made to grow Turkish tobacco in 
San Joaquin Valley, particularly in Fresno County, but for some reason the 
activity has greatly decreased and we do not believe at this time that it is 
being grown commercially." 
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WBAPPEB, FILLEE, AVD SCSAP TOBACCO. 

[ParagraphB 601-603, 606,] 

STATEMENT OF HON. DUNCAN XT. FLETCHER, X7NITED STATES 
SENATOR FBOH FLORIDA. 

Senator Fletcher. Mr. Chairman and gentlemen, I have only a 
short statement to make in connection with this matter. I am satis- 
fied that I shall not unnecessarily take the time of the committee 
by reading a short letter which will supplement the statement of Mr. 
Pendas, \raom I will introduce in a moment and who will discuss 
the subject in greater detail, based on his extensive experience and 
knowledge. 

I wish to direct your attention to paragraph 601, Schedule 6— 
Tobacco and manufactures of. 

I hope the conamittee will allow me to refresh their memories as to 
the existing law and to compare that with the proposed law in H. R. 
7456. 

Under the act of 1909, Schedule F, paragraph 220, we find the 
following: 

Wrapper tobacco, and filler tobacco when mixed or packed with more than 15 per 
centum of wrapper tobacco, and all leaf tobacco the product of two or more countriefl 
or dependencies when mixed or packed together, if unstemmed, $1.85 per pound; 
if stemmed, $2.50 per poxmd. 

Filler tobacco, not specially provided fox in this section, if imstemmed, 35 cents p^ 
pound; if stemmed, 50 cents per pound. 

Then paragraph 224 reads: 

Cigars, cigarettes, cheroots of all kinds, $4.50 per pound and 25 per cent ad 
valorem, and paper cigars and cigarettes, including wrappers, shall be subject to the 
same duties as are herein imposed upon dgais. 

That is the act of 1909. The act of 1913 is the same. No change 
is made in either act in respect to these matters I have mentioned. 

The emei^ency tariff act of March 27, 1921, did make a change with 
reference to wrapper tobacco and filler, so that the wrapper tobacco 
and filler tobacco when mixed or packed with more tnan 15 per 
cent of wrapper tobacco, and all leaf tobacco, the product of 
two or more countries or dependencies when mixed or packed 
together, if unstemmed, $2.35 per pound; if stemmed, $3 per pound. 
Under the act of 1913 the duty if unstemmed was $1.85 per pound 
and if stemmed $2.50 per poimd, but under the emei^ency tariflF 
act the duties now are $2.35 per poimd rf imstemmed and S3 per 
pound if stenmied. 

There were no changes as to the duty on cigarettes, cigars, and 
cheroots in the act of 1909 and none proposed in the bill now before 
you, paragraph 605. It is practically the same as paragraph 224 
under the act of 1909 and paragraph 185 imder the act of 1913. 

In H. R. 7456 it is proposed to make the duty on wrapper to- 
bacco and filler tobacco when mixed or packed with more than 
50 per cent of wrapper tobacco, and all leaf tobacco the product 
of two or more countries or dependencies when mixed or packed 
together, if unstemmed, $2.10 per pound; if stemmed, $2.75 per 
pound; instead of $1.85 per pound and $2.50 per pound, respectively, 
as carried in the act of 1909 and the act of 1913, and $2.35 per pound 
and $3 per pound, respectively, as carried in the emei^ency tariff 
act. 
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The item known as Turkish tobacco has no corresponding provision 
m the acts of 1909 and 1913. 

Also, the emergency tariff bill makes no change with reference 
to '* filler tobacco, not specially provided for in this section," and 
it is still carried in the emergency tariff bill, as in the acts of 1909* 
and 1913. The bill now before you proposes to make a change in 
that item so that it will read: 

Filler tobacco not specially provided for, if unstemmed, 45 cents per pound; if 
stemmed, 60 cents per pound: Provided, That filler tobacco, not specifically provided 
for, commonly used without removing the stem shall be subject to the same duty as 
stemmed. 

Manufacturers of Havana cigars in Tampa, especially, are insisting 
that these duties ought not to oe raised beyond the acts of 1909 ana 
1913. Concretely, tney contend this, and urge it upon the committee : 
First, that such duties as are carried in the eme^ency act of 1921, 
or the House bill now before you, will cause a decrease of importation 
and a consequent loss of revenue; secondly, that it will cause at least 
a partial shutting down of factories and the throwing of people out 
of employment. There are engaged in this work, in the cigar industry 
in Tampa, some 15,000 people, while in Key West there are some 
5,000 so engaged. They feel sure that this will make the Havana 
cigars so costly that the consumers will be limited in number, the 
demand dimimshed, and the industry seriously injured, if not ruined. 
They point to an experience which Mr. Cuesta informs me about. 
I have not seen the law, but my information is that in 1920 England 
added a 50 per cent ad valorem tax on the eidsting taxes, with the 
result that whereas 50,000,000 cigars had been imported from Cuba 
to England the year before, following this additional 50 per cent ad 
valorem tax only 2,000,000 cigars were imported that year or the 
year after, so that England has been obliged since then to repeal 
that additional tax. Tnat is one experience which I think perhaps 
ought to have some weight with this committee. 

Senator McLean. That was the duty on the imported Havana ? 

Senator Fletcher. Havana; yes, sir. 

I am speaking not from the standpoint of a representative of the 
manufacturers or the dealers or the producers, but from the stand- 
point of the Dublic generally and as a citizen. 

Mr. Peter 0. Knight has written me a letter which I wish to submit 
to the committee as coming from a citizen thoroughly informed on 
the subject. He says: 

1 regret exceedingly that I shall be unable to be present at the hearing of the tariff 
schedule before the Senate Finance Committee December 7. 

Mr. Pendas and I last summer were reauested by the Clear Havana Cigar Manufac- 
turers' Association and the Tampa Board of Trade, of this city, to be present at the 
hearing when it should be held; and, as you know, I held mysjelf in readiness for two 
months during the summer to attend the hearing; but this particular schedule did not 
come up for consideration and the matter was then deferred, and it will now be im- 
possible for me to go. 

I am quite sure that when the members of the Finance Committee thorourfily under- 
stand this situation, instead of increasing the duties on the raw material they will 
decrease the same. 

As you know, the manufacturing of clear Havana cigars in the United States is of 
comparatively recent growth. Years ago all of the clear Havana cigars were manufac- 
tured in Cuba, and there were not consumed in this country over 40 or 50 million of 
clear Havana cigars annually. Finally, by reason of a tariff ball passed, such a duty 
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was fixed on the raw material as compared to the duty on the manufactured article as 
that the manufacturer could import into this country from Cuba Cuban tobacco, 
manufacture it into cigars, thus making a clear Havana cigar in this country, and sell 
the same cigar for 10 cents that could not be made in Cuba and sold in this country for 
15 cents. And so on. The result was the building up of the clear Havana industry 
• in Tampa and in Key West, particularly. To such an extent has this industry grown 
as that there is now manufactured in Key West approximately 60 or 70 million clears 
annually, and there has been manu&ctured in Tampa as high as 400,000,000 clear 
Havana cigars annually; whereas the province of Habana in Cuba has never exceeded 
in production 220,000,000 clear Havana cigars annually. And there are imported into 
this country now from Cuba not very many more clear Havana ci^bub tiian were im- 
ported into this country before the clear Havana industry in the Umted States started. 
So the passing of this particular tariff bill was a magnificent piece of constructive work. 

During the last few years, however, because of conditions existing, the internal 
revenue tax has been increased enormously, the tariff has been incresuBed on the raw 
material to such an extent as that the clear Havana manufacturer in this country is 
unable now, with the present internal revenue and customs taxes, to manufacture 
clear Havana cigars that can be sold by the retailer at two for 25 cents. 

Now, during fiie last few years, when the laboring man received $40 a minute and 
business men of very ordinary capacity made several hundred thousand dollars p^ 
annum, it was an easy matter for the manufacturer to pay the tax and to sell their 
cigars for 20 and 25 cents a piece, because the people were on a magnificent drunk and 
cared not what they spent and paid for their cigars. But now that we are getting 
back to sane conditions, they are unwilling and unable to pay such prices for cigars. 
And the residt is that, with the present tariS and internal revenue taxes, the clear 
Havana industry is moving alon^ in this city at only about 50 per cent production, 
and even though, commencing April, 1920, there was a 10 months' strilce and the 
manufacturers here were unable to produce any cigars scarcely, and the shelves of the 
retailers of the United States were absolutely clear of Tampa ci^rs when the industry 
resumed operations the beginning of this year. Unless the tanft on the raw material 
and internal revenue taxes are reduced so as to place the clear Havana manufacturing 
industry in this country on the same basis that it existed prior to the war, it is my 
opinion that the production of clear Havana cigars in this country will be reduced by 
h^, for the reasons above stated. The people, as a rule, can not pay 15 cents for a 
cigar; and that is what they must do at the present time if they are going to buy clear 
Havana cigars made in Tampa or Key West — from 15 rents up 

If the tariff is increased, as proposed in the bill, the effect will be most disastrous. 
It will probably place the manu&cturer in this country where he will be unable to 
make a clear Habana cigar that the retailer will be able to sell for less than 20 cents. 
How many people in the United States will spend 20 cents for a cigar? With tiie 
tariff increased as proposed in the pending bill, you will put the manufacturer in Cuba 
and the manufacturer in this country on such a parity as that the manufacturer in 
Cuba will be able to sell his cigars in this country at probably the same price that the 
manufacturers in this country will have to sell their cigars for. And you know that 
smokers of clear Havana cigars have an idea that a Havana cigar cai^ only be made in 
Habana; and if, therefore, mey can buy a cigar made in Habana for the same price as a 
d^ made in Tampa, they will buy me dgar made in Habana. 

Now, this industry has paid enormous taxes to the Government annually, the taxes 
in Tampa alone amounting to several million dollars a year, and the industry here has 
gone under full steam for about 20 years. 

For what purpose is this measure passed? Is it to aid the manufacturer and enable 
him to continue in business? And is it to enable the Government to raise increased 
revenue? If that is the purpose of the bill, then, as above stated, the tariff should be 
decreased and not increased. 

The present tariff on filler is 28 cents a pound net; and on wrapper, |1.88 a pound net. 
It is perfectly absurd to say that the grower of domestic tobacco should receive more 
protection than this. As a matter of fact, domestic-grown tobacco, as a rule, is not 
worth 28 cents a pound for filler or |1 .88 a pound for wrapper. The manufacturer here 
must pay not only 28 cents duty for filler and $1 .88 for wrapper, but in addition thereto, 
the pnce that he pays to the grower in Cuba for the tobacco, plus the amount of freight 
from Cuba to the United States. So, from any standpoint, proper protection to the 
domestic grower of tobacco, protection to the clear Habana manufacturer to enable 
him to continue his business in this country, and necessary revenue to the Govern- 
ment, the present Federal taxes, internal revenue, and customs on Ihe raw material, 
should be reduced. If it is not reduced, the tax on the manufactured article should be 
increased. 

Tampa is now a thriving city of seventy-odd thousand people, built up by thia 
cigar industry. You, of course, may know the consequences to the city and its in- 
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Habitants if the industry is destroyed or seriously affected. The people here are 
much concerned with reference to this matter; but I have full confidence that, when 
the honorable members of the Finance Committee understand this situation, they 
will take no action that will injuriously affect any industry in this country. 

Mr. Ejiight is well acquainted with all the details of this industrj 
and has been in touch with it for some 20 and odd years. He is 
a gentleman of the highest standing. 

Senator Smoot. Do you think that 10 cents a pound increase is 
going to destroy that business ? 

Senator Fletcher. Do you mean as proposed by this bill on 
"filler tobacco, not otherwise provided fcrr"? 

Senator Smoot. Yes. It is such a small amount. 

Senator Fletcher. That it is the smallest increase proposed and 
the least serious but that amounts to a very considerable sum, 
Senator, and the manufacturers are running now on about half 
time. 

Senator Smoot. But that is better than a good many of the other 
businesses of the coun^ are doing. 

Senator Fletchee. Well, it is a pretty serious thing for them, 
and they claim that they can not continue. Certainly tney can not 
continue anything approaching their normal capacity because the 
people will not pay tne increased price that will be necessary. That 
mcrease would add $2.10 per thousand to the cost of the cigars. 

Senator Smoot. The emergency tariff bill is 50 cents. 

Senator Fletcher. Yes; I realize that. 

Senator Smoot. This is taking off 10 cents from the emergency 
tariff. 

Senator Fletcher. It is less than the emergency tariff, but the 
emergency tariff bill is too severe. 

Senator McLean. You are addressing yourself to the filler ? 

Senator Fletcheb. To the filler — ''not otherwise provided for." 

With reference to the wrapper, Florida has a very important in- 
dustry in the growing of wrappers. This wrapper and the Connecti- 
cut wrapper compete with Sumatra and Java but very sightly with 
the Havana. The duty on the Havana wrapper, one way or the 
other, does not affect them so much, because the importation of 
Havanas is negligible as compared with the wrapper generally. The 
real competitors are the wrappers from Sumatra and Java. Our 
people in Florida feel that their competitors are Sumatra and Java 
and^not Havana, as far as the wrapper is concerned, so that there is 
no conflict in the claim that the duty should not be raised on ''wrap- 
per tobacco and filler tobacco when mixed or packed with more than 
16 per cent of wrapper tobacco," coming from Cuba, but should be 
continued as in 1909 and 1913. Whatever the duties which may be 
imposed upon Sumatra and Java wrappers, the duties on Cuban 
wrappers and fillers ought not to be increased over 1913, but lowered. 
Sumatra and Java alone are the real competitors of our growers — 
not Havana. 

Senator McLean. I imderstand you have no objection to the rate 
on ttie wrapper as contained in the emergency bill if confined to Java 
or Sumatra 1 

Senator Fletcher. If it can be separated so that it will not cover 
the Havana wrapper. 

Senator McLean. Of course, the Havana wrapper gets 20 per cent. 
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Senator Fletcher. I see no reason why the bill should not specify 
Sumatra and Java wrappers and eliminate the Havana wrapper en- 
tirely. It should be eliminated from that classification. 

Senator McLean. Isn't the Sumatra wrapper also grown in the 
Southern States — Georgia ? 

Senator Fletcher. Yes; in Florida and Georgia. 

Senator McLean. Isn't it used to wrap the high-grade cigars filled 
with Havana ? 

Senator Fletcher. Yes; that is true, and the increased importa- 
tion of the Havana filler will help the producer of the domestic 
wrapper, because the more Havana cigars are made the more demand 
there will be for the wrapper. 

Senator McLean. Provided he can raise the tobacco at a profit. 

Senator Fletcher. Yes. One of the best informed men, I assume, 
in the country is Mr. Pendas, of Tampa, who has been for 40 years 
engaged in this industry. He is present, and I shall ask Mr. Pendas 
to come forward and present his view to the committee. Mr. Pendas, 
will you proceed with your statement in regard to this matter ? 

I want to ask the committee to let me file a brief, furnished by Mr. 
K. I. McKay, a distinguished attorney, for the manufacturers in 
Tampa, who is here to oe heard if you have time, but is willing to 
have his argument incorporated in the hearings. 

The Chairman. It will be so ordered. 

BRIEF OF K. I. MoKAT, RBPRBSENTIKO TEB CIGAR MAHUFACTXTRERS* ASSOCI- 
ATION OF TAMPA, FLA. 

The tendency of Congress always has been to impose a higher rate of taxation on 
luxuries than on necessities. No one can justly complain of the propriety of the 
disposition of Confess in this respect. However, there are certain commodities 
which, while in their tnie sense they are not al)8olute necessities of life, yet by reason 
of their constant use by a large proportion of the people, are to a great extent regarded 
as necessities. This class of commodities, no doubt, for the purpose of raising revenue 
to defray the necessary expenses of government, should be taxed at a higher rate 
than those commodities that are in a strict sense recognized as necessaries of life, 
but it is manifestly wron^ to tax a commodity that is universally used and contributes 
to the comfort and happiness of the people,' even if it is not strictly a necessity of 
life, to such an extent as to place it beyond the means of the average citizen. It is 
also manifestly unfair for the Government, after following for many years a policy 
of taxation upon an industry that has made it profitable for men to invest their money 
in it and devote their time to it, to radically change the policy in such manner as to 
render the further conduct of the industry unprofitable and thereby cause serious 
loss to those who have invested their capital in it and made it a lifework, so that if 
it now becomes unprofitable to continue it they will not oidy suffer loss of their in- 
vestment but will be deprived of the only occupation they are especially trained t<» 
follow. 

Prior to the year 1885, the manufacture in the United States of cigars from imported 
Cuban tobacco was an industry not very extensively engaged in. The Stories mak- 
ing this class of cigars in the United States were principally located at Key West, FU., 
and New York City. Due to constantly recurring labor troubles encouraged and made 
possible by the concentration of a large number of workers in the industry at a single 
place at great distance from any other place where the industry was extensively 
engaged in, it became evident that it would be necessary to remove at least a part of 
it from Key West. With that end in view, certain manufacturers who had previously 
operated their factories at Key West investigated various locations and final! v decided 
to establish their factories at Tampa, which was at the time a small \'illage of not over 
2,500 population. In course of time other factories came to Tampa from Key Weet, 
others that had been established in various cities of the North, realizing the advantacr* 
of Tampa's climatic conditions, nearness to the source of production of raw material 
and to the available supply of skilled labor in making this particular class of good« 
removed to Tampa, and in course of time other factories were established, until, with- 
in a few years, Tampa became the chief center in the United States for the manr. 
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facture of clear ^avaIla dgara by the Spanish hand method. The industry is larg:ely 
responsible for the development and growth of Tampa in commercial importance. 
It nas now become a city of 75,000 tor 80,000 inhabitants, and is one of the most im- 
portant southern ports of the United States. 

The growth of the industry, both in quantity of production and in importance as 
a producer of revenue to the Government, is shown by the following table of figures 
taken from the oflftcial records of the internal-revenue ofl&ce and customhouse at 
T^mpa, covering the years 1901 to 1920, inclusive: 



Years. 


Internal 
revenue. 


Customs 
receipts. 


agars 

manu- 

feMJtured. 


Years. 


Internal 
revenue. 

• 


Customs 
receipts. 


agars 
manu- 
factured. 


1901 


«498,110 
442,751 
510,066 
596,212 
689,124 
851,450 
865,316 
731,048 
801,578 
638,535 


1 09 
1, 84 
1, 31 
1, 89 
1, 26 
1, 67 
1, 09 
1, 90 
1, 36 
1, 82 


14 00 
14 00 
16 00 

19 00 

22 00 

27 00 

28 00 

23 00 
26 00 

20 00 


1911 


1 i39 
'26 
r79 
i65 

S23 

1, 188 

1, m 

1, 156 
3, Ql 

2, m 


12 .72 
1 08 
1 59 
1 il5 
1 )86 
1 46 
1 63 
1 70 
1 ;70 
171 


293,360,000 
273,485,000 


1902 


1912 


1903 


1913 


286,148,000 
267,866,000 
285,836,000 
312,456,376 
352,690,194 
368,072,628 
422,795,819 
226,042,323 


1904 


1914 


19a5 


1915 


1906 


1916 


1907 


1917 


1908 


1918 


1909 


1919 


1910 


1920 







The years 1910 and 1920 were subnormal, owing to protracted strikes which mate- 
rially reduced the production of cigars in the factories, and correspondingly reduced 
the revenue paid the Government. 

Substantially all of the internal revenue and customs receipts shown in the above 
tabulation were paid by the cigar industry on importation and manufacture of tobacco. 
It is impracticable to separate the internal revenue and duty paid by other commodi- 
ties, but if it should be done, the amount would be found negligible in comparison. 
It will therefore be seen that the Government revenue collected at Tampa during the 
past 20 years, almost exclusively from tobacco importation and cigar manufacture, 
has amounted in internal revenue to $20,828,232, and customs duties to $32,582,093, 
a total of $53,410,325. The enormous increase in internal revenue paid in proportion 
to the number of cigars manufactured during the years 1918, 1919, and 1920 should be 
noted. This feature will be commented upon later in this brief. It is safe to say that 
if the tobacco industry of Tampa is not handicapped by adverse legislation, but is 
given reasonable encouragement and fair treatment by the Government, as soon as 
normal trade conditions are restored throughout the country, the Government may 
safely count upon the cigar industry of Tampa to produce an average annual revenue 
for it of approximatel>[ $6,000,000. On the contrary, if the industry is seriously handi- 
capped by unwise legislation, as is threatened, not only will the manufacturers suffer 
personally, and not only will many of the 15,000 highly skilled employees, who are 
customarily given profitable employment in the Tampa factories, be without the 
means of earning a livelihood, but the Government itself will suffer a very substantial 
decrease in revenue, and the proposed increase in duty, instead of producing additional 
revenue to the Government, will be the means of depriving the Government of a very 
substantial part of the revenue it now enjoys from tne industry. 

During the years 1917, 1918, 1919, and part of 1920, conditions in the tobacco indus- 
try were, as in all other industries, very abnormal . The price of raw material advanced 
on certain grades of Cuban tobacco as much as 400 per cent. The cost of boxes, litho- 
graphing, and every other item of material going into the production of the finished 
statutory package correspondingly increas^. Labor in this industry had to be 
treated no differently from labor in all other industries. The result was that all, and 
substantially more, than the profit the manufacturers had, prior to these abnormal 
times, been accustomed to make in their operations, was absorbed in the cost of pro- 
duction, and it became necessary for certam advances to be made in the price of the 
goods. Cigars bein^ a luxury, however, it was not practicable to advance the prices 
upon them in keeping with the advanced cost of production, and while it is dinicult 
to estimate, it is safe to say that the average advance made by the Tampa manufac- 
turers on the list prices of their goods during the period of excessive prices that until 
recently had prevailed in this country, did not exceed 35 to 40 per cent on the prewar 
prices. 

Inability of the manufacturers to sell their product at these increased prices under 
present conditions has forced them to largely aiscontinue these advances and in many 
instances they are now forced to make a price to their customers substantially the same 
as it was before these increases were put into effect. 
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Prior to the beginning of the conditions that have 00 disturbed the industry, cigan 
were subject to an internal-revenue tax of $3 per thousand, which was paid by affixing 
internal-revenue stamps to the statutory package. Under the present revenue law 
this tax has been very substantially increased. The existing internal-revenue law 
requires the manufacturer to attach classification stamps tottie boxes in which tiie 
cigars are packed according to the price at which the cigars are to be ultimately 
retailed I as follows: 

Class A. Cigars retailed at 5 cents or under, $3 per 1,000. 
Class B. Cigars retailed at 5 cents to 8 cents, $6 per 1,000. 
Class C. Cigars retailed at 8 cents to 15 cents, $9 per 1,000. 
Class D. Cigars retailed at 15 cents to 20 cents, $12 per 1,000. 
Class 3. Cigars retailed |it 20 cents and up, $15 per 1,000. 

The present internal-revenue law is a serious handicap to the* clear manufacturer 
over and above the amoimt of revenue tax he is required to pay. If he finds that he 
is losing money upon a certain size or kind of cigar that he is producing, and in ordei 
to continue its manufacture he is compelled to raise the price $2 or fs a tiiousand, 
which increase is passed on by the jobber to the retailer, the retailer finds thaX in 
order to handle the dj^ at a profit he must raise the retail price at which it is sold 
to lids customers. This raise in retail price forces the dsar into a higher classification 
\mder the internal-revenue law and subjects it to an additional tax of $3 per 1,000, 
which tax the manufacturer is required to pay. The result is if the manufacturer 
raises his price $2 a thousand, and because of the same the cigar is forced into a higher 
retail-priced class, he is required to place an additional f3 per 1,000 revenue stamp 
on the cigars, his increase of |2 per 1 ,000 results in an actual loss to him of |1 per 1 ,000; 
or, in other words, in order to raise the price $2 per 1,000 to cover added cost of pro- 
duction he is compelled to increase the price $5 per 1,000, which increase in many 
instances renders tne dgsa unsalable because of prohibitive price. 

The average retail pnces of cigars throughout the Ui^ted States have become fixed 
by long-established custom, and it is extremely difficult for a retailer to make any 
substantial advance in the retail price of any well-established brand of cigars. If 
he does so, he drives away his trade on that particular brand. If he can not sell the 
ci^r at an advance in price and his mar^n of profits on the previously prevailing 
pnce is only fair, as it must of necessity be in order to enable him to meet competition, 
ne can not stana an increase in price from the manuJbcturer under such conditions. 
The result will be iJiat as the manufacturer can not continue to make cigars and sell 
them to his trade without a profit or at a loss, his foctory will be shut down, he will 
lose his investment, his employees will be out of employment, and the Government, 
by prohibitive taxation, will nave killed the goose that has been laying for it the 
golaen egg. 

Prior to the abnormal conditions that disturbed the cigar industry in common with 
other industries, approximately 80 per cent of die cigars manufactured in the Tampa 
factories were of the kind that retailed at 10 cents and two for 25 cents. The present 
cost of material and labor and other supplies, as well as the advanced internal-revenue 
taxes, the manufacturer is now required to pay, have made it impossible for any dgar 
manufacturer in the United Stat^ to produce a clear Havana cigar that can be sold 
at retail for 10 cents, but the manufacturers realize that in order to continue in busi- 
ness and stimulate the sales of their higher-priced goods, upon which they can make 
some profit, they must make a cigar that can be sold at a price witliin the means of 
the average smoker, or in other words a cigar that will retail at not exceeding two 
for 25 cents. After a most careful calculation the dear Havana manufacturers of 
Tampa have determined to put such a dgar on the market and they have been sup- 
plying it to the trade for the past several months. 

The ci^r so made costs $90.50 per 1,000 to produce, induding revenue taxes and 
other incidental expenses leading up to the production of the completed package. 
They have found it impossible to obtain from the jobbers a higher price than $83.50 
per 1,000 for this cigar. In other words, the jobbers can not pay more than this price 
for this ck;ar and sell it to the retailers at a price which will enable them to retail 
it at two tor 25 cents. This being the cheapest dear Havana dgar produced by the 
manufactiurers, it necessarily follows that the bulk of the production of the factories 
will be dgars of this class. The manufacturers are theref(^e confronted with an 
absolute loss of $7 per 1,000 on the largest part of their production under present 
conditions. They are prepared to meet this loss at this time and continue in busi- 
ness, hoping for a better day, and tru^ting that they mav, by chaining reasonable 
prices for the higher sizes that will be consumed by people who are able to pay for 
them, to a certain extent minimize this loss. Any increase in duty on the raw mate- 
rial that will add an average of $2.60 per 1,000 to the cost of this cigar will ]»eclude 
the manufacturers from producing it. The result will be that the proposed increaae 
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in tarilf will make it necessary for the clear Havana manufacturers of Tampa to dis- 
continue the production of a class of merchandise that now constitutes tne larger 
part of their output. If these cigars are not produced, the manufacturers will not 
require the raw material. It will not be imported, ana the expected revenue from 
the duty on tobacco to this extent at least will not materialize. 

Proof that the retail price of cigars can not be substantially raised during normal 
times without destroying the trade is found in the fact that for the first five months of 
the vear 1921, during which time the advanced prices made necessary by abnormal 
conditions have prevailed, the production and sale of cigars in the United States 
has fallen off 22 per cent, as against the corresponding period for the year 1920. This 
may be due in part to the fact that many people who formerly consumed cigars are 
out of employment, and therefore imable to ouy them at any price, but it is un- 
doubtedly true that a large percentage of this loss of trade is due to the fact that 
because of the reduction of ^income oi the average citizen in this period of readjust- 
ment he is unable or unwilling to pay the price which the manufacturer is compelled 
under existing conditions to ask for nis ci^rs, whereas the readjusted income of the 
average citizen would enable him to continue buying and using his favorite brand 
of cigars if he could purchase the same at the price prevailing prior to the increase in 
cost of production mat has been forced upon the manufacturer by abnormal con- 
ditions and increased taxation prevailing during the past several years. 

It must also be remembered tnat the cigar industrj' of Tampa is in a very depressed 
condition, caused by a strike that closed practically all the factories from April 14, 
1920, to February 5, 1921, during which time the trade connections of the Tampa 
factories were broken and substitute merchandise found its way in large quantities 
into the hands of dealers. It is now necessary for the trade of the Tampa factories to 
be rehabilitated, and under conditions that are peculiarly adverse, for not only is the 
present cost of raw material and other elements of production, including taxation, 
substantially more than when the> trade of these factories was first bmlt up, but many 
Tampa &u:tories have on hand hundreds of thousands of dollars' worth of material 
heretofore purchased at abnormal prices, which they were unable to use up during 
1920 on account of the strike, and which because of present conditions they will have 
to manufacture and dispose of at heavy loss. This condition alone may mean bank- 
ruptcy for some. 

An illustration of the working of the tariff and internal revenue laws as they affect 
the clear Havana cigar industry may at this point be aptly given. Cuesta, Rey & 
Co. operates one of the largest and oest established clear Havana cigar factories in 
the United States. It is located at Tampa. This factory maintains a scientific cost 
accoimting system, the accuracy of which has been proven by the test of years of use. 
This factory makes a certain size of cigar which is known in its system as size 36. 
The following are the figures furnished on the production of this cigar, according to 
the cost-accounting system above referred to: 

Filler (21.6 pounds of stemmed filler, at $1.60 per pound) $34. 56 

Less credit for scrap .* 70 

33.86 

Wrapper 12.60 

Wages to cigarmaker 21. 00 

Internal-revenue stamps (class C) 9. 00 

Boxes (to hold 50 cigars each) 3. 10 

Labels and bands 1. 15 

Packing 1. 90 

Banding 50 

Salesmen's commission, customer's discoimt, and 1 per cent for advertising. . . 10. 50 
Executives, office salaries and expenses, factory foremen, and expenses in- 
cluding repairs, insurance, trucking, etc 8. 85 

Total 102.46 

List selling price 105. 00 

Estimated net profit 2. 54 

The cost of filler and wrapper tobacco shown on the above tabulation includes the 
duty under the Underwood Tariff Act of 1913, after giving credit for 20 per cent 
Cuban reciprocity; the existing emergency tariff act, inasmuch, as it is only a tem- 
porary measure, being disregarded in this brief. Neither are the figures in the fore- 
going tabulation based on t£e cost of tobacco purchased at the hign market. They 
are based on the cost of this year's crop of tobacco, which is substantially less. They 
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are also based on the minimuin of wages according to a reduced schedule that the 
manufacturers have recently been forced to put into e£fect, and which the workers, 
recognizing the necessity, nave accepted as lust. The highest price at which anv 
jobber will or can purchase cigars ana resell tnem to the retailer, at a price that will 
enable the retailer to retail them for 15 cents each, is 1105 per thousand. Any increase 
over that price forces the jobber to add to his price, which in turn forces the retailer 
to make an addition to the price that will cause the cigar to be sold for above 15 cents. 
The proposed increase of 2o cents a pound on wrapper and 10 cents a pound on filler 
above the tobacco schedule in the act of 1913, is in effect an increase of 20 cents a 
pound on wrapper from Cuba and 8 cents a pound on filler from Cuba, because of tiie 
Cuban reciprocity treatjr. This increase of duty, as applied to the cost of l^e produc- 
tion of this particular cigar, will result as follows: 

Additional duty of 20 cents per pound on 5 pounds of wrapper $1. 00 

Additional duty of 8 cents per pound on 21.6 pounds of filler 1. 73 

Net increase of duty 2. 73 

This is 19 cents more than the $2.54 net profit as shown by the above tabulation. 
The dgar being one that is designed for sale at 15 cents, and the price of $105 per 
thousand being the maximum at which a manufacturer can sell that class of cigars, 
an addition to the manufacturer's price of sufficient to take care of this incrcuased 
duty will force the jobber to raise the price to the retailer and the retailer to raise 
the price to his trade, but the moment the retailer raises the price on this cigar above 
15 cents it is thrown in class D under the internal-revenue law, and is forced to pay 
$3 additional revenue tax, and therefore this increase of $2.73 in duty on the tobacco 
that goes into the making of a thousand of these cigars in reality imposes an addi- 
tional tax of $5.73 per thousand on the manufacturer. The trade will not stand this 
increase. The result will be that if this increase goes into effect, the manufacturer 
will be forced to discontinue the production of this cigar. 

The following tables show the average amount of duty and internal revenue paid 
on a thousand cigars manufactured during the years 1917. 1918, 1919, 1920, ana the 
first six months of 1921 by Cuesta^ Rev & Co. and the Haoana-American Co. branch 
of the American Cigar Co., and during the years 1919 and 1920 by Celestino Vega & Co., 
three of the principal clear Habana factories of Tampa: 

Cigars produced ^ average amount of duty, and internal revenue paid. 

CUESTA, REY & CO., TAMPA, FLA. 



' Year. 


^u^:" 


Duty paid. 


Internal 
revenue. 


Total per 
1,000. 


1917 '. 


10,405,582 
9,343,695 
S537,407 
3,019,349 
2,812,715 


199,415.26 
90,263.00 
90,307.21 
24,731.87 
44,713.29 


$36, 540. 13 
54,095.6P 
72,449.64 
.15,125.00 
29.503.71 


$12.10 


1918 


15.45 


1919 


10.06 


1920 


19.49 


1921 


26.99 







HABANA-AMERICAN CO., BRANCH AMERICAN CIGAR CO., TAMPA, FLA. 



1917 
1918 
1919, 
1920 
1921, 



11,543,293 $103,947.52 $14,968.28 



10, 140, 176 
9,185,293 
4, 502, 731 
4,313,959 



83,866.40 
81,753.63 
36,001.31 
.50,281.67 



60,178.82 
85,017.93 
38,277.23 
47,444.40 



$12.90 
14.20 
18.15 
16.17 
22.61 



CELESTINO VEGA & CO., TAMPA, FLA. 



1919. 
1920. 



6,850,765 I 
2,073,248 I 



$16,422.74 
18^483.13 



$60,032.71 
21,112.54 



$15.54 
19.10 



The proposed increase in tariff, with its attendant forcing the dears produced into 
a higher classification under the existing internal revenue law, will impose aggregate 
Federal taxes on cigars produced by the clear Havana factories at Tampa of apf»Dxi- 
mately 30 per cent of the gross price at which the cigars are sold by the manu&Krturer, 
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a rate of taxation that is probably not imposed upon any other industry of any size in 
the country, whether it is engaged in the production of necessities or luxuries. 

It requires, and by axistii^ internal-revenue reflations the Government allows, 
25 pounds of unstemmed tobacco to produce 1,000 cigars of the average size, although 
many manufacturers in Tampa find at the end of the year that tiie cigars produced bv 
them have consumed substemtially more than that average of tobacco per thousana, 
and they are annually required to pay additional revenue tax on an apparent shortage 
of cigars produced and accounted for as compared with the tobacco consumed, or 
furnish evidence to the Government that the cigars produced consumed more than 
25 pounds per thousand. To produce the average size cigar requires approximately 
5 pounds of unstemmed wrapper and 20 pounds of unstemmed filler. The duty on 
this tobacco, under the tarin act of 1913 was as follows: 

5 pounds of wrapper at 11.85 ' $9. 25 

20 pounds of filler at 35 cents 7.00 

16. 25 
Less 20 per cent reciprocity 3. 25 

Net duty 13.00 

Under the tariff proposed in schedule 6 this duty would be as follows: 

5 pounds of wrapper at $2.10 $10. 50 

20 pounds of filler at 45 cents 9.00 

19.50 
Less 20 per cent reciprocity 3. 90 

Net duty 15.60 

This would be an increase of $2.60 duty on the raw material that goes into making 
each thousand of clear Havana cigars. This is substantially more than the avera^ 
profit now made by clear Havana cigar manufacturers of Tampa, and, in fact, it is 
more than the average profit that was made by these factories per thousand cigars 
made by them prior to the disturbed trade conditions that have resulted from the war, 
and as ^own, if the manufacturers are forced to increase their selling prices sufficiently 
to take care oif this increased duty on raw material, they automatically force their goods 
into a classification under the internal revenue law that imposes an additional increase 
in taxation of $3 a thousand, which results in placing thi manufactured article at a 
price at which it becomes unsalable. 

This statement has practical proof in the experience of Great Britain. Prior U^ 
April, 1920, Great Britain imposed a duty of a shilling an ounce on cigars. In April, 
1920 that country increased the duty on imported cigars by adding an ad valorem 
tax of 50 per cent. The consumers could not or would not pay the price the dealers 
were forced to chai^^e after pajring this increased duty, and the importers found it 
necessary to immediately cancel all orders- they had placed with the Uabana factories. 
It is history in the cigar industry that shortly after April, 1920, many of the cigar 
factories in Habana and other parts of Cuba were practically shut down and have 
since been producing almost entirely for local consumption, and that exports of manu- 
factured cigars from Cuba since that time have been n^ligible. Previous to the 
imposition of this heavy additional duty, Great Britain was the chief importer of 
cigars manufactured in Cuba, but during the period from July 1 to December 31, 1920, 
the importation of cigars from Cuba to England was only 2,000,000. The Govern- 
ment recognized that the tax imposed had resulted in the destruction of a substantial 
source of revenue, and repealed it, but the trade has become disorganized and it will 
probably be many years before it can be rehabilitated to the proportions existing 
prior to April, 1920. 

The same proportionate loss of revenue from duty on tobacco from Cuba may be 
expected if any further duty is imposed upon the raw material, for the reason that the 
manufacturers can not pay for the material and the cost of production and /the addi- 
tional taxe^ and sell their cigars at a price that will enable the retailer to sell them to 
the consumer at a price within his reach, or that he is willing to pay. 

Moreover, the coimtry owes a very real duty to Cuba, especially in its present 
financial distress. The finest tobacco grown anywhere is raisea in Cuoa. This is due 
to soil and climatic conditions. To protect the integrity of the crop, Cuba prohibits 
the importation to the island of any other tobacco or seed of tobacco. It is the second 
product of Cuba in importance. Any advance in duty that will reduce the consump- 
tion of this raw material in the United States will do great injury to the Cuban tobacco 
growers, and will add to the distress and chaotic conditions now existing in that 
countary. 
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EPPBCT ON DOMESTIC TOBACCO GROWERS. 

Owing to the high cost of Cuban wrapper, many manufactnreiB have ol late yean 
been producing what is known as the Connecticut shade-grown wrapped cigar. &cmje 
of the best established brands in the country are of this land. This cigar is xmxiuced 
by placing a wrapper of Connecticut shade-grown tobacco on a clear Havana filler. 
The growing oi tobacco in Connecticut is a large industry. It represents an extensive 
investment of American capital and affords employment to many American citizens. 
If the manufacturer can not afford, on account of excessive tariff on Cuban filler to- 
bacco, to continue making cigars of this claas, a distinctive branch of the cigar industry 
will be destroyed, and the Connecticut tobacco grower will suffer. Connecticut 
shade-grown wrapper tobacco on accoimt of the development of the Havana filled 
Connecticut shade grown wrapped cigar as a branch of the cigar industry, has advanced 
in price during the past five or six years from as low as 11.75 to as high as $5.50 a pound. 
Dming all the years that tobacco has been grown in Connecticut, the demand for it 
was so limited that the price was kept at about the low level indicated. 

Since the enormous development of the Havana-filled, Connecticut-shade-grown, 
wrapped branch of the cigar industry, the demand for Connecticut wrapper tobacco 
has oecome so great as to increase the prevailing price as above stated. It necessarily 
follows that if the manufacturer of this ^rade of cigars can not profitably continue 
its manufacture because of the prohibitive cost of the filler that goes into it, the 
demand for the Connecticut wrapper will fall off and the price of Connecticut wrapper 
to the trade will recede in keeping with the demand for it. 

Cuban tobacco is used not alone in dear Havana and shade-grown wrapped cigars, and 
this is especially true of filler. Many manufacturers, due to the present hi^ rate of 
taxation, are forced to use a substantial quantity of domestic tobacco in the produc- 
tion of tneir cigars. This is done by blending the Cuban filler with domestic filler 
and wrapping the cigar with Connecticut ebade-grown, Florida shade-grown, or im- 
ported Sumatra or Java wrappers. The d^ so produced satisfies many smokers, 
although it is not as fine in quality as the cigar made entirely from Cuban tobacco. 
A dgar produced entirely from domestic-grown tobacco is usually unpalatable and 
will not satisfy the average Amehcan smoker. 

Over 670,000,000 cigars are manufactured in Ohio annually and 40,000,000 pounds 
of cigar leaf are annually grown in that State and marketed all over the country. 
This leaf tobacco is used largely for filler. A good share of it is blended with Cuban 
filler, and a large portion of it is used in Sumatra or Java wrapped cigars. Ohio 
tobacco is regarded as a verv good domestic filler, but it is only because of the smoother 
taste and sweeter aroma and better appearance acauired by the finished djgar throu^ 
the judidous admixture of fordgn-grown leaf tobacco that the production of Ohio 
dgar leaf has reached the figure of 40,000,000 poimds annually, and that the produc- 
tion of Ohio dgars has extended itself to 670,000^000. 

Wisconsin binders are almost invariably used in the manufacture of what is known 
as dgars of the seed and Havana or blended type. The less foreign-grown filler and 
wrapper tobacco we use, the less Wisconsin binder tobacco we use. No informed 
person will daim that the present production of Wisconsin tobacco of 60,000,000 
pounds per annum would ever have reached half that figure or will ever again ap- 
proximate that quantity imder taxation that will render the use of imported tobaccos 
for blending therewith unprofitable. 

Pennsylvania produces annually approximately 2,100,000,000 dgars, or about 25 
per cent of the production of the entire Nation. This State also produces 55,000,000 
pounds, or 25 per cent, of all the cigar leaf annually raised in the United States. A 
dgar made entirely of Pennsylvania tobacco is not the kind that satisfies the taste and 
requirements of the average smoker, but when blended with Habana tobacco and 
wrapped with a Sumatra or Java wrapper is in large demand. Pennsylvania tobacco 
does not make fine wrapper. It is cniefly suitable for filler and binder. If a certain 
percentage of Cuban filler is not available to blend with Pennsylvania tobacco, the 
demand for Pennsylvania cigars will be materially affected and the Pennsylvania 
tobacco grower will correspondingly suffer. 

PROPOSED INCREASE IN DtJTY ON SCRAP FROM 35 CENTS TO 65 CENTS PER POUND. 

Tobacco known to the trade as "scrap" is the cuttings, trimmings, and small 
particles of the leaf that accumulate from workinff up the leaf into the long-fiil^ 
dgars. This scrap is used to blend with domestic leaves in making up filler for the 
cheaper grades of cigars. It would seem illogical to impose a tariff of 45 cents a pound 
on filler tobacco and 55 cents a pound on scrap, which is merely the by-product sal- 
vaged from working up the filler and wrapper leaf. As above stated, this scrap is used 
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ely in the manufacture of cigars from domestic tobacco blended with imported 
Cuban tobacco, and the same argument advanced with respect to the effect on domes- 
tic tobacco growers of an increase of the tariff on filler tobacco applies wi^ equal force 
in opposition to this increase in duty on scrap. 

The experiment of raising the duty on scrap tobacco was tried in the Payne- Aldrich 
Tariff Act of 1909. Under that law the duty on scrap tobacco was fixed at 55 cents a 
pound, with the result that the importation of scrap tobacco was speedily reduced to 
n^ligible proportions. Should this experiment again be attempted at this time, there 
can be no doubt whatever that it would operate merely to curtail revenue now derived 
from the scrap tobacco, reduce the quality of the moderate-priced cigar of good flavor, 
and substantially decrease consumption and production, thus decreasing me internal 
revenue from this class of goods, as well as the aggregate duty collected on scrap tobacco 
under the present tariff law. 

The figiu'es given in this brief as to internal revenue and customs duties paid at 
Tampa, the average aggregate of internal revenue and customs duties per thousand 
cig^ paid by manxifacturers, the cost of production of cigars of ihe class designed for 
retail sale at 15 cents each, and the application of the existing internal-revenue law to 
the selling price of cigars generally are accurate. Other figures herein given have 
been obtained from sources that are believed to be reliable, and it is believed these 
figures can be fully substantiated by facts. 

Tariff is levied for two purposes: 

(a) The production of revenue. 

(b) The protection of home industries. 

The clear Havana manufacturer of this country is fully protected by existing law 
against competition from foreign manufacturers. Therefore, the measure now under 
consideration must be dealt with solely upon its merits as a producer of revenue. It 
has been well said by Mr. Cooley in his work on taxation **that the power to tax is the 
power to destroy." Surely Congress has no desire to destroy the clear Havana cigar 
industry of this country. It must, therefore, realize that in order for any system of 
taxation upon this industry to be effective as a producer of revenue, it must be so 
arranged as to enable the manufacturer to operate his business at a reasonable profit. 
The industry is now in a most precarious condition. If the Government expects it 
to produce revenue, it must be fostered, not hampered by additional burdens that 
will make its expansion or even further conduct impossdble. 

Considering the question in this light, there would seem, in view of the facts pre- 
sented, to be only one course for Congress to pursue, and that is to leave the duty on 
leaf and scrap tobacco as it was under the act of 1913 or reduce it. 

STATEMENT OF E. PENDAS, TAMPA, FLA. 

Senator Smoot. Mr. Pendas, before you begin your statement I 
want to ask you a question for my information. 

In the tariff act of 1909, and also in the tariff act of 1913, wrapper 
tobacco and filler tobacco when mixed or packed with more than 15 

Eer cent of this wrapper tobacco, then the duty was imposed. The 
[ouse bill now pending here provides that wrapper tobacco and filler 
tobacco when mixed or packed with more than 50 per cent of wrap- 
per tobacco, then the duty is imposed. Is not that a protection for 
you? 

Mr. Pendas. We do not believe that is fair. We do not believe that 
is fair to the Government, and we do not believe the Government will 
receive full value in wrapper tobacco, on account of the packing of 
wrappers in Cuba, that a full bale of wrapper tobacco will ever come 
into the United States. 

Senator Smoot. Under the 50 per cent provision? 

Mr. Pendas. Yes. sir. 

Senator Smoot. Explain that. I can not see the reason why. No- 
body has touched that question. I wish you would explain it, be- 
cause I understand you are a tobacco man. 

Mr. Pendas. The island of Cuba does not produce wrappers quite 
as uniform as those that are used in this country or some other parts 
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of the world from which wrappers are imported. The people who 
pack the tobacco in Cuba have never in my experience packed a bale 
of wrappers that contained 100 per cent. 

Senator Smoot. The provision m the House bill is 50 per cent. 

Mr. Pendas. The farmer as a rule packs the tobacco himself. Prac- 
tically every farmer in Cuba has a pretense of growing wrappers^ 
and he gets out so-called wrappers whether they are wrappers or not. 
Many of them are not wrappers. The packing is most deficient. 

I have seen a very considerable portion of almost all of the im- 
ported Havana tobacco of the 1920 crop. A good deal of it con- 
tained over 25 or 30 per cent at least of wrappers that, if put in 
cigars, would be unmarketable. 

Senator Smoot. The provision here allows you 50 per cent, and 
you say 30 per cent. 

Mr. Pendas. Yes, sir. I say even the best bales would have that 
much thrown out. 

Senator Smoot. This allows you 50 per cent. 

Mr. Pendas. Yes, sirj this allows us 50 per cent, but my ideas on 
the subject may not be m accord with manufacturers and importers,, 
who are even far apart themselves on this, but everyone getting a 
bale of tobacco has in mind the use that he can put it to. Conse- 
quently, very few people agree on the same percentage in a bale. It 
would be very difficult to arrive at that. 

But, as I stated before, there is not a bale of Havana wrappers 
that does not contain a great portion of tobacco unfit for use as 
wrappers to be sold on cigars. 

Senator McCumber. What percentage would you say ? 

Mr. Pendas. It varies very much. 

Senator McCumber. But can you not give a general average? 

Mr. Pendas. As I said before, the best bales in Cuba that I have 
seen in the last few crops — and I have seen some of the best — con- 
tained not less than 25 to 30 per cent that was unfit for wrappers. 

Senator McCumber. What would the average bale contain that 
would be unfit for wrappers? 

Mr. Pendas. I could not figure that. 

Senator McCumber. Would it be more than 50 per cent, in your 
judgment? 

Mr. Pendas. Many of them ; yes, sir. 

Senator McCumber. Would it average more than 50? 

Mr. Pendas. The majority would. 

Senator McCumber. Then you mean it would average more than 
50 per cent? 

Mr. Pendas. The majority would. 

Senator McCumber. Very well. 

Senator Smoot. Thank you for your statement. 

Senator McLean. Is not this tobacco assorted and the wrapper 
duty assessed upon the wrapper portion and the filler duty upon the 
filler portion? 

Mr. Pendas. It has been so far. 

Senator McLean. It has been so far? What would be the result 
under the new law ? Would it not be assorted under the operation of 
the new law? 
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Mr. Pendas. I expect so ; but, as I stated before, I do not believe 
that a full bale of wrappers would be imported from Cuba — a 100 per 
<5ent bale. 

Senator McLean. I understood you to say at the opening of your 
remarks that you disapprove of the change because it would not be 
fair to the Government? 

Mr. Pendas. I don't think it would. 

Senator McLean. Why? 

Mr. Pendas. Because my opinion is that a good many of these bales 
would not be uniform throughout the United States, with the dif- 
ferent climates and the different views. 

Senator McLean. Let me ask you a plain question : Is it your idea 
that wrapper tobacCo would be brought in under the filler duty? 

Mr. Pendas. I don't know. 

Senator McLean. Is not that what you mean? 

Mr. Pendas. I can not make that assertion. 

Senator Smoot. I do not agree with you that the 15 per cent in the 
'existing law is unfair to the Government. 

Mr. Pendas. To a certain extent it mi^ht be. 

Senator Smoot. I do not see that to raise that percentage would be 
unfair to the manufacturer of tobacco. That is why I wanted you to 
tell me why the 50 per cent is too high — if it is too high, and I think 
you have stated it is too high. I rather think so, too, but not that 
the 15 per cent is too low. 

Mr. Pendas. In my individual opinion, 50 per cent is too high, 
because I believe it will leave the door open to return too many bales. 

Senator Smoot. I think we understand your position on that. 

Senator Fletcher. You think 15 per cent is too low? • 

Mr. Pendas. I think that is rather low. 

Senator Fletcher. What would you make it? 

Mr. Pendas. My candid opinion, Senator, is that 35 per cent would 
be high enough. 

Senator Smoot. Thirty -five per cent? 

Mr. Pendas. That is my opinion. 

Senator Smoot. I wanted to get your opinion on it. 

Mr. Pendas. Gentlemen, our purpose as manufacturers in appear- 
ing before the Senate committee is to, if possible, demonstrate to you 
the situation with which we are confronted. We will confine our re- 
marks to Schedule 6, paragraphs 601 and 602. We believe that 
this schedule, with these paragraphs, adopted as it now reads, would 
result in serious loss to the Government of revenue and would do con- 
siderable harm to the industry as we know it. 

We do not know and are not entirely familiar with all classes of 
•cigars manufactured in the United States, but we are thoroughly 
familiar with the conditions existing in our section of the country; 
that is, the State of Florida. We see the cigar industry to-day with 
the radical changes that have taken place in the last two years, and it 
is a sick patient. It is a very side patient. 

We have at the present time no means of ascertaining what the con- 
ditions are going to be, for no man can tell what the future has in 
•store, much less in business with these changed conditions. 

Up to 1917 the production in our section of the country was about 
SO per cent, between 80 and 85 per cent, of cigars that retailed at 10 
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cents or two for a quarter, leaving little more if any than 15 per cent of 
cigars to retail at a higher price than two for a quarter. With the 
changed conditions since 1917, the enormous cost of material, as I 
stated it before, with the additional cost of everything that goes to 
place a cigar on the market, with the raise in taxes from $3, that was 
the general revenue for all kinds of cigars manufactured, to cigars 
selling up to 10 cents, $9 a thousand, as you know ; from 10 to 15 
cents, $12 a thousand, and from 20 cents up at $15 a thousand. This 
change alone has brought this condition about so that the cigars that 
are manufactured, even in the clear Havana — and that is what I am 
referring to particularly — the cigar that sold at 10 cents has disap- 
peared, and smce 1918 the two for a auarter has been negligible. The 
public accepted but very few, a negligible quantity of them. They 
were not worth the money, from the consumers' standpoint, and we 
believe they were not worth the money, so little could we give for that 
amount. 

Under the changed conditions and under the abnormal circum- 
stances, the prosperity of the country, with the workingmen making^ 
the money they were making for a year and a half, at least, the manu- 
facturers did not miss the 15-cent or the two-f or-a-quarter production 
very much, because for the 15-cent size sufficient demand prevailed to 
make us forget for the time being those conditions. 

But, unfortunately, on the 14th day of April, 1920, the 12,000 or 
13,000 employees in the cigar factories struck. They were not well 
enough and wanted to be worse, and struck, demanding a recogni- 
tion of the union. That strike lasted 10 months. In these 10 monUis 
*he economic conditions of the world unfortunately reached the 
United States, and when the workers came back to our factories they 
thought, as we had not changed the prices, as we had promised to 
maintain the same wages as those with which they went out, they 
came back hoping the world was the same, at least. 

It appeared to be so for a few weeks, but having been out of the 
market for 10 long months, the conditions in the meantime having 
changed, automatically our orders began to be canceled. Sixty 
days after the doors were opened we found we could not keep on 
employing the same number of men. A reduction took place in 
great numbers, and all throughout the summer and early fall, 
as Senator Fletcher has stated, we were not working in the clear 
Havana factories 50 per cent, not 40, of normal. 

In the last part of July we had to offer the workingmen a reduc- 
tion in wages, which they accepted, although it did not leave a very 
food feeling. They claimed it was as high as 40 per cent, and as we 
gured it out it was 17 per cent, approximately. That is as near as 
figures would make it, about 17 per cent. 

That 17 per cent reduction, gentlemen, we found that we had to 
impose, conditions being as they were in the country, to reduce the 
price of our cigars. We were not making a 10-cent cigar clear 
Havana, and no manufacturer can produce it with the present con- 
ditions, because we have bought tobacco at the highest prices I have 
ever known for the 1920 crop. Having had a strike during 1920, 
practically since the 14th of April, we did not use that tobacco. 

In 1920, when we started to work and business fell off so mate- 
rially, the manufacturers had a whole lot of that tobacco on hand. 
It is not possible for any man that I know of — and I wish if there 
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is anyone he would controvert it — that can manufacture the clear 
Havana cigars to retail at 10 cents. 

We found other conditions. We cut out 80 per cent of our normal 
business before 1917, when we cut out the 10-cent and two-for-a- 
quarter sizes that constituted the 80 per cent. Without these two 
priced cigars that were the popular cigars with the masses and with 
the middle classes, we found ourselves situated so that our factories 
would soon be for rent. We tried to arrive at some way of giving 
the public some size. The 10-cent size had to be absolutely dis- 
continued. I don't know of anybody that could produce a long- 
filler clear Havana cigar to retail for 10 cents. 

With no idea that we might sell the 10-cent cigar, if we wanted 
to show a semblance of staying in business, we had to do something 
with the two for a quarter. We studied that proposition as best 
we could, and we found that to produce a standard clear Havana 
cigar, made the same in the first-class cigar factories in the United 
States as it is made in Cuba — ^and we claim we make as good cigars 
in this country as they make in Cuba, and sometimes the American 
public found it out by their patronage of the reputable clear Ha- 
vana factories in this country — we found on close examination that 
with the cost of material, with the cost of labor — because we didn't 
bring labor down to the prewar prices — ^labor was cut about one- 
half of the raise we had made. We didn't want to take the whole 
hog, because the cost of living had not come down to that level, and 
we were as reasonable as we possibly could be. 

Senator McLean. What did you pay during war times by the week 
or by the thousand, so the committee can get some idea what your 
reduction in wages amounted to ? 

Mr. Pendas. I stated about 17 per cent. 

Senator McLean. That does not mean anything to us. Seventeen 
per cent of what? What did you pay in 1918 and 1919, when the 
wages were high, per thousand or per week, and what do you pay 
now? 

Mr. Pendas. I wish I could answer the question as the Senator de- 
sires, but we have piecework mostly in the factories. 

Senator McLean. How much per thousand? 

Mr. Pendas. It varies anywhere from $21.35, the lowest, up to $300 
per thousand for the cigar maker alone. 

Senator McLean. Take a 10-cent cigar; what do you pay per 
thousand? 

Mr. Pendas. We do not manufacture that cigar. Senator. 

Senator McLean. Take a cigar that you do manufacture; take a 
16-cent cigar? 

Mr. Pendas. For a 15-cent cigar we paid before the war $17. 

Senator McLean. Per thousand? 

Mr. Pendas. Yes, sir. 

Senator McLean. And what do you pay now? 

Mr. Pendas. $21. 

Senator McLean. What did you pay at the highest point? 

Mr. Pendas. $24. I don't want to make a mistake or make a state- 
ment that is misleading. For a 15-cent ci^ar we paid.the cigar maker 
before the war, before the abnormal conditions set in, $17. During the 
high prices that was raised to $24, and when we made a cut on that 
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particular cigar it came down to $21. Consequently, we have still $4 
, above normal on that cigar, and so on the others, because the reduc- 
tion on the cigars was made uniform. 

Senator McLean. About how much would that amount to per week 
on the 15-cent cigar ? 

Mr. Pendas. To the cigar maker? 

Senator McLean. Yes. 

Mr. Pendas. A cigar maker makes an average of 1,000 cigars a 
week. 

Senator McLean. That would be $24 a week? 

Mr. Pendas. No, sir ; do you mean the reduction ? 

Senator McLean. Before the reduction. 

Mr. Pendas. Before the reduction for that cigar maker; yes. It 
is now $21. 

Senator Calder. Men or women? 

Mr. Pendas. Both. We pay the same price to men or women. 

Senator Calder. Are most of your laborers men or women? 

Mr. Pendas. Men. 

Senator McLean. Are they mostly Cubans? 

Mr. Pendas. Yes; there are Italians^ Spaniards, Cubans, vnd 
Americans. 

Senator McLean. What percentage are Cubans? 

Mr. Pendas. The larger percentage ; probably 40 per cent. 

Senator McLean. How will the wages you pay compare with the 
wages paid in Cuba ? 

Mr. Pendas. Our wages are always higher. Senator. 

Senator McLean. How much higher? 

Mr. PANDAS. For example, I have seen sizes that we pay $26 for 
in this country, and the same cigar in Cuba they only paid $17. 

Senator McLean. And you pay as high ss $300 to $400 per 
thousand for some cigars ? 

Mr. Pendas. For the sizes that are sold in this country for 10 cents 
or two for a quarter or 15 cents, we pay better wages in that propor- 
tion than the Cubans do. We always aid. 

Senator McLean. But take the high-priced cigar that you pay $300 
or $400 a thousand for. 

Mr. Pendas. There are very few made of that kind. I just sug- 
gested thosie because that was the limit. 

Senator McLean. What would you pay for a 25-cent cigar? 

Mr. Pendas. We paid usually before the war for a 25-cent cigar 
about $33 per thousand. We paid more than the Cubans did for that 
size. 

Senator McLean. How much would the filler of that cigar cost 
you? 

Mr. Pendas. Per thousand ? 

Senator McLean. Yes. 

Mr. Pendas. I don't quite understand the question. Do you mean 
the cost of buying the filler? 

Senator McLean. To you. How much would the filler cost per 
thousand ? 

Senator Fletcher. How many pounds of filler make a thousand 
cigars? 

Mr. Pendas. Of that size it takes about 23 pounds, Senator. 
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Senator Fletcher. To make 1,000 cigars? 

Mr. Pendas. Of that size. 

Senator McLean. How much per pound ? 

Mr. Pendas. You mean the value in Cuba ? 

Senator McLean. That is what I mean. 

Mr. Pendas. We can not estimate the value in Cuba, because it 
has changed. Fillers, as a rule, in the island of Cuba could be 
bought previous to the 1918 crop, good average fillers that grew in the 
best section of Cuba that made Cuba famous 

Senator McLean (interposing) . Never mind that. Take a 25-cent 
ci^ar. What would the filler cost you ? 

Mr. Pendas. Not everybody uses the same type of filler. 

Senator McLean. What does it cost you? 

Mr. Pendas. $1.50 or $1.60 before the war. 

Senator McLean. Per pound? 

Mr. Pendas. Yes, sir. 

Senator McLean. And it is 20 pounds to the thousand? 

Mr. Pendas. No, sir. It is more than 20. It is about 23. 

Senator McLean. Twenty -three ? 

Mr. Pendas. Yes, sir. 

Senator McLean. What would the wrapper cost you ? 

Mr. Pendas. The wrapper in normal times? 

Senator McLean. Take it now. 

Mr. Pendas. Now ? 

Senator McLean. Yes. 

Mr. Pendas. I am ashamed to give it to you, but it would cost iis 
$24 or $25. 

Senator McLean. Per pound ? 

Mr. Pendas. No; per thousand. I will give you the pounds per 
thousand if you wish. 

Senator McLean. I would like to have you state that. It is the 25- 
cent cigar. 

Mr. Pendas. Yes. I will give it to you. It would take about 6 
pounds. 

Senator McLean, Do you use any of the Sumatra ? 

Mr. Pendas. No, sir. 

Senator McLean. That is all. 

Mr. Pendas. Now, then, gentlemen, I believe I was talking about 
the two-f or-a-quarter cigar. I had reached that far, if I do not make 
a mistake. 

We found if we did not produce a two-for-a-quarter cigar we might 
as well make up our minds to go out of business, because while our 
production had increased so materially during the time that so many 
ships were being made and so many other things, and everybody was 
making six or eight or ten dollars a day, people bought 15 and 20 
and 25 cent cigars; but that was not a normal condition, and we 
doubted very much, and the last few months have demonstrated to us, 
that condition is not going to continue. So we had to decide to look 
for a two-for-a-quarter cigar. 

A two-for-a-guarter cigar, in order to give some value, we de- 
cided on a certain cigar, that it was necessary, and we figured out the 
cost of that cigar. The cost of the two-for-a-quarter cigar in the clear 
Habana factories, to the best of the ability of the bookkeepers — I 
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don't know how to make figures very well these days — is $90.50 per 
thousand, for a thousand clear Havana cigars that will go onto 
the market, and we figured that we would have to sell them at $85. 

Senator McLdEAN. What size would that be? 

Mr. Pbndas. That would be a 4i-inch cigar, with a diameter of 
about 41 ring. The cigars are measured in order to get them imif orm. 
We have a length, and we have rims made of rubber, and they go in 
the factory bv length and rim. Those are about 4^ inches by 41 ring. 

As I stated, we found to produce that cigar would cost the manu- 
facturer $90.60, and they would have to be sold for $85 i)er thousand. 
The idea did not look very good, but we found the majority of the 
jobbers of the United States telling us they could not do Dusiness 
with the $86 cigar selling to the retailers, and the retailers could not 
live on the margin and they could not pay $85 for the cigar that 
would actualljr cost under present conditions to produce $90.50. 
The great majority of these ^'obbers are paying only $83.50 per 
thousand. 

Senator McLean. What do they retail that cigar for? 

Mr. Pendas. Two for a quarter. 

Senator Calder. How long has that been going on? 

Mr. Pendas. It has been going on since the 1st day of September 
with almost all the manufacturers of clear Havana cigars, and those 
making cigars at Tampa. We have no rule establiwi^d, and some 
men probably would lower weeks before, but it was sometime about 
September 1. 

Senator McLean. The 20-cent cigar went to 30 cente. and the 25- 
cent cigar went to 35 cents, as sold by the retailers. Those are the 
imported cigars. I do not know about the cigars you make. 

Mr. Pendas. The imported cigars went very high. I am not very 
familiar with the retail prices, because I never sold cigars directly 
myself. I am giving you the facts from the importers' and manu- 
facturers' standpoint. I know little about the retail business. I 
happen to know about this, because it has been so much discussed that 
I Imow something about it. When you are losing money it impresses 
itself very stron^y on you. 

Now, tnese are the conditions with which the ci^r industry in 
the part of the country that I am familiar with, as T stated before, 
is confronted with. We believe that a tariff for revenue is necessary 
for the support of the Government and all of us must contribute, 
but we hope these abnormal conditions will not continue much longer. 
How long it will exist no man can tell, but everybody will agree 
that is too adventurous to do business at a loss, and nobody can 
tell what the future has in store for us. However, we are hoping for 
better days and are not willing to abandon our plants, but will lose 
some money for the time being. 

That is the actual condition of the cigar industry, and particularly 
the clear Havana cigar industry. While Senator Fletcher was 
speaking I believe some Senator said something about a moderate 
raise of 10 cents a pound on fillers. It is very moderate? but we must 
understand this : Our impression is that we can not very well stand 
the increase in duty, and we believe that the Government, as I stated 
at the beginning, is not going to get more revenue. That is our 
belief, as could be demonstrated by figures, but I will not attempt 
to do so. 
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The only thing I want to do is to impress as strongly as I can on 
those who have made the law and those who will continue to do so 
that we believe it would be a mistake to raise the duty at this par- 
ticular time on a business that is in a very precarious condition. 

Now, 10 cents a pound on filler tobacco, we would allow 25 pounds 
to the thousand, and as far as I know, and I have been making 
cigars 40 years, no manufacturer ever has had enough material 
allowed him with 25 pounds, because I know that manufacturers 
have at the end of the year to pay the difference between the tobacco 
used on the basis of 25 pounds or explain the reason why he has less 
tobacco than he ought to have at the end of the year. Consequently, 
25 pounds for a thousand, as a rule, does not cover it. 

In the normal production of a thousand cigars the average thou- 
sand cigars that is being made to-day, since the 10-cent cigar has 
disappeared, is 21 pounds and over per thousand, and that 21 pounds 
or over per thousand, if it comes to that, is $2.10 on fillers on every 
thousand ci^rs increase. 

Senator McLean. $2.10 on the fillers? 

Mr. Pbndas. On the fillers alone per thousand, the proposed in- 
crease. 

Senator Fletcher. That is at 10 cents? 

Mr. Pendas. Ten cents a pound. 

Now, theuj as the revenue regulations are to-day, we have the 
cigars classined. The cigar that sells for 5 cents must carry a $4 
stamp; the cigar that sells for not over 8 cents must carry a $6 
stamp-— $6 per thousand ; the cigar that sells from 8 to 15 cents must 
carry a stamp of $12 per thousand, and so on. Under those condi- 
tions the manufacturer either loses more money or he must raise 
the price. If he is going to raise $2.10 on the fillers, and whatever 
the amount is on the wrappers, then that will throw the cigar into the 
next classification and we must add the $3 difference in the stamp. 
Under those conditions we have found that we can not and will not 
be able to continue under present conditions, and we will not be able 
to raise prices. That is the situation in the cigar industry. 

Another reason why I believe that these filler rates of duty ought 
to be cared for is that it is not in competition with any kind of to- 
bacco used by anybody in the United States. On the contrary, it 
favors, it helps, it increases the value of the large interests repre- 
sented by growers and a number of producers in this country. 

Only a few years ago, as the gentlemen here know, Connecticut 
shade-grown wrapper tobacco was very little known, but it was found 
to blend well with Cuban fillers, and as a consequence the value of 
each was enhanced by using in combination. So for the reason that 
the importation of Cuban fillers helps rather than hurts the domestic 
product the duty should not be increased. 

Besides, some manufacturers, if they are going to produce cigars 
at a loss, will find a substitute for tobacco imported from Cuba, and 
the Government will lose additional revenue on that account as well. 

Gentlemen, I do not wish to take up your time. I could give you 
many statistics. I haven't ffot them here, but we can get them. I 
believe the Senator will be kind enough to interest himself to pre- 
sent the statistics. 

Senator MoCumber. Any statistics you desire to present will be 
made part of your testimony. 
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Mr. Pendas. I believe that unless the committee desires to put 
some questions I am through. 

Senator McCumber. The committee is very much obliged to you. 

Senator McLean. I understand you are addressing yourself 
mostly to the filler. 

Mr. Pendas. I am addressing myself generally, but principally 
to the filler. 

STATEMENT OF GHABLES FOX, NEW YOBK CITY, BEFBESENTIKa 
NATIONAL CIGAB LEAF TOBACCO ASSOCLATION. 

Mr. Fox. Mr. Chairman and Senators^ in deference to the wishes 
of the committee, we who are of one mmd as to the proposed new 
tariff had selected Mr. Cullman to present our side of the case. I 
would not have spoken had no objection been raised to the pro- 
posed increase of the so-called 15 per cent clause to 50, not believing 
that there was any opposition to that proposed increase. 

However, as Mr. Pendas seems to think the 50 per cent clause is 
too high, I feel it incumbent upon me to state to you why I believe 
it is not too high. I might further say that Mr. Cullman's speech or 
statement includes nothing in reference to the 50 per cent clause, for 
the very reason that I stated, that we did not believe there would 
be any opposition to it. 

I agree fully with all that Mr. Pendas said as to the growing of 
wrapper tobaccos in Cuba and methods of packing. I further be- 
lieve that the average, as Senator McLean asked, of wrapper to- 
baccos in so-called wrapper bales is not over 50 per cent. 

I do not know whether you gentlemen understand the 16 per cent 
clause. Under the present tariff with the 15 per cent clause, if a 
bale of tobacco imported from Cuba is foimd to contain over 15 per 
cent of wrapper tobacco, the entire bale is assessed at the wrapper 
rate. Our contention is that that is very unfair to the importer of 
Havana tobacco. 

We further contend that by increasing the percentage to 50 we can 
bring into this country certain grades of wrapper tobacco which we 
could not bring in now by reason of the fact, as 1 have just explained, 
of being assessed wrapper duty on filler tobacco. So with the 60 per 
cent clause inserted in the new bill the manufacturer imports such 
grades of wrapper tobacco from Cuba as he can use in cigars that 
are made in this country, he would then be assessed wrapper duty on 
the wrappers it contained and filler duty on the balance. 

I believe, gentlemen, it would not be an unfair request for us to 
make. It is a feature of the new tariff bill with which the Treasury 
Department is in harmony with us. As I understand it, it was 
recommended by the Treasury Department to the Ways and Means 
Committee. 

I can not agree with Mr. Pendas in his statement that 50 per cent 
would be too high and that 35 per cent would be fair. 

That is all I wish to say on this subject, but I will further ask 
permission of the committee to file, after Mr. Cullman has made his 
remarks, certain resolutions and briefs from various tobacco organi- 
zations and cigar-manufacturing organizations from other sections of 
the country. 

Senator McCumber. That may be done. 
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STATEMENT OF JOSEPH F. CULLMAN, SB., BEPBESENTING THE 
NATIONAL CIGAB LEAF TOBACCO ASSOCLA.TION. 

Mr. CuixMAN. Mr. Chairman and gentlemen, in order to econo- 
mize time, may I request that I be permitted to DreseVit my argument, 
at the conclusion of which I would be delighted to answer any ques- 
tions that may be asked ? 
Senator McCumber. I hope that request will be adhered to. 
Mr. Cullman. On behalf of the National Cigar Leaf Tobacco 
Association, which is composed of the great majority of importers 
of Havana, Sumatra, and Java tobaccos, packers and dealers in leaf 
tobacco, many of whom are interested in the growing of tobacco, as 
well as the cigar-manufacturing branch of the industry generally, I 
desire to urge upon your honorable committee the vital importance 
of amending the tobacco schedule of House bill 7456 in several par- 
ticulars in order to avoid serious injury to the cigar industry of the 
United States and to the growers and distributors of cigar leaf. 

I have been requested to present the arguments by reason of having 
been engaged in the industry for over 50 years as a dealer and 
packer of cigar leaf in the States of Pennsylvania, Ohio, Wisconsin, 
New York, Connecticut, and Massachusetts, and as a grower in Con- 
necticut, as well as an importer of Sumatra, Java, and Havana 
tobaccos. 

The amendments which will be suggested are absolutely necessary 
to avoid further acceleration of the present downward tendency of 
cigar production, which is rapidly reducing the Federal revenues 
from the internal tax on cigars and customs duties on imported 
cigar leaf. 

Only the most cursory examination of the statistics of production 
of the cigar industry during the past 20 years is necessary to con- 
vince any intelligent person that the present situation is most critical 
and that only the wisest and most f arsighted policy in the way of tax 
readjustment can rescue it from impending ruin. The table follow- 
ing, showing the output of cigars and cigarettes since 1900, is incon- 
trovertible evidence that the cigar manufacturers can carry no fur- 
ther burdens but, indeed, must have substantial relief if the industry 
is not to become moribund. These figures show that while the out- 
put of cigarettes in 1901 was but little more than one-third that of 
cigars, it nas now risen to nearly six times the cigar industr}\ which 
has practically stood still for 20 years, despite the enormous increase 
in population. 



Year. 


Cigars. 


Cigarettes. 


Year. 


Cigars. 


Cigarettes. 


1901 


6, 

?; 

7, 


12 
53 
50 
42 
03 
63 
87 
09 
74 


2, »7 

2, A7 , 

3, 15 1 

3, 22 1 

3, 11 1 

4, 37 1 

5, 38 I 
5, 06 
8, 35,' 
8/ 84 


1911 


8,26 
8,00 
8,53 
8,24 
7,66 
7,03 
8,52 
7,90 
7,7H 
8,54' 


73 
30 
05 
47 
85 
01 
69 
23 
91 
95 


10 


1902 


1912 


13 


1903 


1913 

1914 

1915 

1916 

1917 

1918 

1019 

1920 


15 


1904 


16 


1906 


17 


1906 


25 


1907 


35 


1906 


46 


1900 


5.^ 


1910 


47 







The table below shows the production for the first nine months 
of the calendar year 1921, as compared with the corresponding months 
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of 1920. It will be noted that the production of cigars for the first 
nine months of 1921 has been at the rate of but 6,839,623,000 for the 
calendar year — a much smaller total than in any year since 1900 : 



Cigars. 



Cigarottfls. 



January-September, 1821 \ 5,120,71^750 

January-September, 1920 6,132,717,200 



43,771,005,988 
39,392,598,858 



The new tariff imposes heavy additional burdens upon the cigar 
industry, which is already staggering under adverse conditions, that 
have prevented any increase in production during the past 20 years 
and that are now restricting the output at a rate wmch promises 
smaller production for 1921 than in any other year since 1900. 
Wrapper tobacco is raised by the new bill from $1.85 to $2.10 per 
pound, an increase of 25 cents ; filler tobacco from 35 cents to 45 cents 
per pound. It goes without saying that these duties will be added 
to the cost of imported Sumatra wrappers and to Cuban fillers and 
scrap and will materially increase the cost of producing cigars. 
Domestic growers of cigar leaf tobacco, however, will receive Rttle 
or no benefit, but in the main will be adversely affected, for the 
reason that both Sumatra wrappers and Havana fillers are used in 
combination with cigar leaf ox domestic production and Me neces- 
sary to sustain the demand for domestic leaf. If their price is raised 
because of the increased duty, the cigar manufacturers will have no 
alternative but to reduce the price he can pay for domestic wrappers, 
binders, and fillers, unless he can cut the wages of his workmen, which 
is inadvisable. 

To increase the price of any grade of cigars under existing con- 
ditions is an absolute impossibility; on the contrary, the demand 
for lower prices for merchandise or every kind is being accentuated 
in the case of cigars, and in the effort to maintain quantity produc- 
tion on a scale that will continue to afford employment foi; workers 
in the industry many factories are now operating on a dangerously 
narrow margin, where, indeed, they are making any money at all. 

It has been demonstrated oeyond question that war prices for 
cigars can no longer be maintained, and the general price tendency 
throughout the industry is materially downward. 

Nearly one-half of the cigars manufactured in the United States 
are wrapped with Sumatra leaf tobacco, which, although high in 
price and burdened with a heavy duty, is so peculiarly suited to the 
wrapping of cigars and can be so favorably worked in the factory as 
to make it practicable to employ it in the production of medium as 
well as high priced goods. An increase of 25 cents per pound in the 
duty on wrapper leaf tobacco will raise the cost of the 2 pounds of 
Sumatra wrappers required to cover 1,000 cigars by 50 cents, an 
amount which can not be absorbed by manufacturer, jobber, or re- 
tailer under existing conditions. 

But this is not all. Under the present system of internal-revenue 
taxation, adopted since the last tariff revision, cigars pay a tax on a 
sliding scale according to retail price. Thus, for example, the cigar 
which retails at 8 cents pays an internal-revenue tax of $6 per thou- 
sand. If, however, the retail price of this cigar is raised by the 
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small^t fraction of a cent, the cigar immediately becomes subject to 
tax at the higher rate of $9 per thousand, an increase of $3. 

Thus an increase of 25 cents per pound in the duty on Sumatra 
leaf would raise the tax-paid production cost of the popular-priced 
cigar $3.50 per thousand, making it imperative that the consumer 
shall pay more for this cigar. It will be noted that these taxes relate 
solely to cigars containing no imported filler tobacco. The effect of 
the proposed changes upon cigars manufactured with imported fillers 
as well as wrappers would be much more pronounced, and will be 
pointed out later in our discussion of the proposed rates on filler and 
scrap tobacco. 

As it is perfectly apparent that the price of the popular cigar can 
not be raised under existing conditions, the cigar manufacturer, if 
the cost of his Sumatra wrappers is increased, would be obliged to 
choose between two alternatives — equally disastrous to the country 
at large — of reducing the wages of his employees or cutting the price 
he pays to the farmers who grow his binders and fillers. It is im- 
possible to escape this conclusion, which is based upon facts demon- 
strated throughout the entire cigar industry. 

The proposed increase in the duty on wrapper tobacco has been 
urged on behalf of the producers of so-called shade-grown tobacco of 
New England, Georgia, and Florida. While we do not pose as phil- 
anthropists, we are vitally interested in the welfare of tne American 
farmers who grow cigar leaf tobacco other than shade-grown in the 
States of New England, New York, Pennsylvania, Ohio, and Wis- 
consin approximating 200,000,000 pounds, as well as those in New 
England, Georgia, and Florida growing shade approximating 10,- 
000,000 pounds. Any increase in the duty on wrapper tobacco above 
the former rate of $1,85 per pound would have disastrous conse- 

?[uences not only for the cigar-making industry of the country but 
or all cigar-leaf growers. 

While we are anxious to avoid any invidious comparisons, it is an 
undeniable fact that the producers of shade-grown tobacco in New 
England are to-day the most prosperous raisers of cigar leaf tobacco 
in the United States and do not need any more protection than they 
have enjoyed during the past two decades. Consumption of New 
England shade wrappers has steadily increased in recent years, and 
there is undehiablv an excellent market in this country for all oi this 
tobacco that can be raised. Any increase in the duty, therefore, is 
unnecessary and would only work a serious injury to the cigar trade 
and to the farmers who grow filler and binder tobacco. Ultimately 
the New England growers themselves, of which there are about 
5,000 independent growers of tobacco as compared to about 25 cor- 
porations or firms raising shade, would be injured because of the 
reduced prices obtained for their fillers and binders. 

The domestic growers of shade wrapper leaf tobacco have steadily 
increased their output during the past 10 years in the face of the fact 
that the cigar industry as a whole has remained at a standstill, a fact 
which shows beyond a question that they do not need more protec- 
tion. Will Congress destroy a large part of the cigar industry in 
the hope of still further increasing the profits of a comparatively 
small number of growers engaged in the production of shade wrapper 
leaf tobacco, of which there are only about 25 in New England and in 
Florida? 
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Studied effort has been made to give Congress the impression that 
a large nmnber of farmers in New England are in sore need of an 
increased duty on wrappers. As a matter of fact, the individual 
grower of leaf tobacco under shade in New England is almost a 
myth. Approximately 35 per cent of the shade-grown tobacco of the 
States is raised by a single corporation, which is also reputed to pro- 
duce more than 50 per cent of the tobacco growp under shade in 
southern Georgia and northern Florida, the only other shade-grown 
district in the country. 

Between 80 and 85 per cent of the production of shade-grown 
tobacco in New England is raised by six or eight large concerns, and 
the business is in no way suited to the operations of the small farmer. 
From $750 to $1,000 capital per acre is required to grow this tobacco, 
and the tendency, therefore, is to confine its production to rich cor- 
porations and firms. 

The tendency of the shade-grown industry as conducted in New 
England is toward corporation domination and absentee landlordism 
ana against individual enterprise and diversification of crops on the 
part of the farmer. That can be proven by a statement made by 
Mr. Sheppard, representing the New England tobacco growers, 
before the Ways and Means Committee last January.^ 

The shade-grown industry in New England is less than 20 years 
old. In the first decade following 1900 its growth under individual 
initiative was slow, but since 1910, under corporate direction, the 
acreage has increased from 1,000 to 7,000 acres. During the same 
decade the market price of this tobacco has risen from $1.75 to as 
high as $5.25 per poimd for the best grades. 

Mr. FiiOTD.. Are you sure your figures are correct? 

Mr. Cullman. 1 say durmg that period as high as $6.25, which 
was, if I mistake not, the very oest grade. 

Mr. Floyd. To be sold at $1.25 ? 

. Mr. Cullman. $1.75. I may be mistaken. I think you sold some 
at $1.75. We desire especially to emphasize in this connection the 
testimony we have on so many occasions given before committees 
of Congress. The various types of tobacco stand or fall on their 
own merits. Sumatra tobacco is used for wranppers because of its 
suitability in both quality and appearance. New England shade 
wrappers have gained the position of high-priced wrappers used 
by our cigar manufacturers because they have demonstrated their 
peculiar fitness for certain types of cigars and because the consumer 
demands them. Florida wrapper tobacco remains to-day what it 
has always been — only a poor substitute for Sumatra. It has its 
place, and even its special value to the industry in the manufacture 
of a low-priced cigar, but we believe that there is no justification 
for upsetting established costs and desirable conditions in a ^reat 
industry in order to stimulate the production of an article which it 
is claimed needs a protective duty of more than $1.85 per pound. 

An inkling of wnat may be expected to happen in tJie event any 
increase is made in the duty on Sumatra tobacco may be gathered 
from the fact that as a result of the increase in the price level of the 
latest inscriptions or auctions of this tobacco recently held in Hol- 
land there has been a reduction in the purchases of this tobacco for 

* See pages 1884-1385, hearings before Ways and Means Committee, Jan. 20. 1921. 
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shipment to the United States from a normal quantity in excess of 
33,000 bales to approximately 18,000 bales. This shrinkage in the 
amount of Sumatra tobacco to be imported during the coming year, 
approximating 2,500,000 pounds, caused by the increased prices, 
reducing consumption of cigars, will represent a loss to the United 
States Treasury m duties of nearly $6,000,000. It is obvious that 
any increase in the duty on wrapper leaf tobacco would have the 
same effect as an increase in the foreign price, which promise to 
reduce current revenues so disastrously. 

We are finally convinced that if Congress will consider, on the 
one hand, the present condition of the decreasing cigar industry and 
that of the tobacco growers of New England, New York, Penn- 
sylvania, Ohio, and Wisconsin, who are facing actual disaster in 
1921j and, on the other hand, the corporations engaged in the pro- 
duction of shade-grown wrappers in New England, Georgia, and 
Florida, it will deny the appeal for any duty on wrapper tobacco 
above $1.85 per pound, not only because it is unnecessary, but because 
it will reduce rather than increase revenue jointly derived from 
customs duties and internal-revenue ta^es on cigars. 

The proposed increase from 35 to 45 cente per pound in the 
duty on filler tobacco promises to be even more serious to the cigar 
industry than the increase on wrappers. Havana fillers, which con- 
stitute the great bulk of the importation of this class of cigar leaf, 
are used not only in the manufacture of clear Havana cigars, but 
constitute the most desirable filler employed in cigars wrapped with 
Sumatra and with practically all domestic wrappers, including the 
highest grades of New England shade-grown. In the case of those 
cigars in which Havana fillers exclusively are used, an increase of 
10 cents per pound in the duty will raise the cost of production ap- 
proximately $2 per thousand, as 20 pounds of fillers per thousand 
cigars is consumed. Of course, such an addition to the cost of pro- 
duction could not be absorbed by the manufacturer, nor could it 
possibly be passed on to the consumer, as it would involve a higher 
internal revenue tax, making a net increase of no less than $5 per 
thousand, which, in the case of the Sumatra-wrapped cigar or that 
covered with New England shade-grown, would be increased 50 
cents additional because of the higher duty on the wrappers. Any 
attempt to secure such an advance in the retail price would meet with 
disastrous failure and would heavily curtail consumption and pro- 
duction and therefore both internal revenue and customs collection. 
Thus the proposed increase in the fiiller rate would force the manu- 
facturer to resort to the same expedient that would be made neces- 
sary by a higher wrapper duty, namely, to cut the wages of his 
employees or reduce the prices paid to tne growers of domestic fill- 
ers, binders, and wrappers. 

Any increase in the duty on filler tobacco would have an imme- 
diate and most injurious effect upon the domestic grower of shade- 
grown wrappers. The demand for a high-grade cigar has been 
met in recent years by the use of the Havana filler exclusively or a 
large percentage of Havana blended with the best domestic fillers 
and wrappers with Connecticut shade-grown leaf. Should manu- 
facturers of these cigars be forced to the expedient of reducing the 
amount of Havana fillers in these goods, the reputation of the Con- 
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necticut-wrapped cigar would speedily be destroyed and its con- 
sumption materially reduced. This is a consideration of overshadow- 
ing miportance because of the prominent position which this cigar 
has come to occupy during the last 10 years, owing to the liberal use 
of Havana tobacco in its manufacture. 

So far as we are advised, there has been no suggestion that the 
proposed increase in the duty on filler tobacco would be of ad- 
vantage to any class of domestic cigar-leaf powers. It is a well- 
known fact that there is absolutely no competition between imported 
and domestic fillers because of the great difference in the two types 
of tobacco. On the contrary, the importation of Havana fillers has 
stimulated the production of domestic leaf not only for wrapper 
purposes but to make satisfactory blends with imported fillers. 

We trust that Confess has not gathered the impression that the 
duty on imported fillers is a matter of less consequence to the do- 
mestic cigar trade than the rate on wrappers, because of the fact 
that no representations have heretofore been made concerning this 
item. The trade was led to believe by the action taken on the 
emergency tariff bill that no increase on filler tobacco was contem- 
plated, a belief which we submit was justified in view of the serious 
menace to our industry obviously involved in any proposition to 
increase the cost of Havana fillers. 

The proposed increase in the duty on scrap tobacco from 35 cents 
to 65 cents per pound would also deal a serious blow to the cigar 
industry and particularly to those manufacturers who employ 
Havana fillers in the production of their goods. The great bulk of im- 
ported scrap tobacco is of Cuban origin and is used in combination 
with domestic filler leaf in the production of a cigar of excellent 
quality at a price within the reach of the masses. This cigar could 
not possibly be made under a higher rate of duty on scrap tobacco. 

We would further call your attention to the fact that it is unfair 
and illogical to raise the duty on scrap tobacco for the reason that 
the rate of 50 cents per pound, fixed by the present law on stemmed 
filler, provides a differential of 15 cents per pound, which was spe- 
cifically designed to take care of the stems and scraps. To illustraite: 
100 pounds of unstemmed tobacco, at a duty of 35 cents per pound, 
would pay the Government $35 or exactly the same amount of reve- 
nue that would be derived from the importation of 70 pounds of 
stemmed tobacco — ^the net result of stemming 100 pounds of leaf — 
at the rate of 50 cents per pound. It will thus be seen that there is 
no justification for the present rate of duty on scrap tobacco of 35 
cents per pound, and that in fairness to all concerned it should be 
lowered rather than increased. As a matter of fact, if the total reve- 
nue derived were the only consideration, it would be to the advantage 
of the Government to aamit scrap tobacco free of duty. Of course, 
we do not urge this but merely state it as an economic fact. 

A consideration of overshadowing importance as to this proposed 
increase in the duty of scrap tobacco is tne incontrovertible fact that 
the addition of 20 cents per pound would prove prohibitory. The 
Ways and Means Committee appears to have overlooked the fact 
that prior to the passage of the Underwood-Simmons Act of 1913 
the duty on scrap tobacco was 55 cents and operated to exclude this 
form of cigar leaf. The act of 1913, however, reduced the scrap rate 
to 35 cents, with the result that substantial quantities of scrap to- 
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l)acco have been imported and blended with domestic fillers in the 
production of a very acceptable low-priced cigar, covered with do- 
mestic binders and wrappers. Should the 55-cent rate be restored 
-at this time, there can be no doubt whatever that it would operate 
merely to cut off the customs revenue now derived from scrap to- 
bacco, reduce the quality of the moderate-priced cigar of good flavor, 
and substantially decrea^ consumption and production, thus causing 
a heavy shortage in the Internal revenue from this class of goods. 

We are fully alive to the necessities of the Government in the way 
of revenue, but we are confident the present customs duties on cigar- 
leaf tobacco and the internal revenue taxes on cigars are substan- 
tially above the revenue point. No wise business man would follow 
the policy of unnecessarily adding to the cost of a product, the sale 
of which he desires to increase, and it is submitted that the Govern- 
ment has much more to gain from a farsighted policy of taxation 
that will stimulate the cigar industry, increase consiunption, and 
thus increase the internal revenue, while at the same time benefiting 
the industry and all those dependent upon it, than by adding bur- 
dens that only mean serious depression, if not absolute ruin. 

The figures we have quoted showing the expansion of the cigarette 
industry graphically illustrate this point. The internal-revenue^ 
tax on cigarettes made during the fiscal year 1900 netted but $3,969,- 
191, or a&)ut one-fifth the amount paid on cigars. During the fiscal 
jear 1920 the cigarette tax produced no less than $151,494,415, or 
nearly three times the amount derived from the tax on cigars. It 
is obvious that if a sounder policy had been adopted in the taxing of 
<»igars and cigar-leaf tobacco during the past 20 years, an increased 
production would have resulted in much larger aggregate revenue, 
•even though the rate of taxation were more moderate. 

It is only necessary to compare the figures for cigar production 
for the first nine months of the current calendar year with those 
for the corresponding period of 1920 to show where the real interest 
of the Government lies with respect to revenue derivable from this 
industry. The loss to the Government in the internal-revenue tax 
on cigars, owing to the depression in the industry, promises to ex- 
ceed $14,000,000 for the current year, an amount substantially ^eater 
than the entire customs duties on the prospective importation on 
-cigar leaf for the coming 12 months, which probably will not exceed 
-$5,875,000 on wrappers and $6,480,000 on fillers, or a total of $12,- 
355,000. These figures do not take into account the almost certain 
shrinkage due to the increased duties imposed by the so-called 
farmers" emergency tariff law now in force. Tide addition of 
further burdens will unquestionably accentuate the depression now 
prevailing and will cause further loss of revenue. If, on the other 
hand, the trade is assured of favorable conditions and reasonable 
taxation, both customs and internal revenue, it will undoubtedly 
rally strongly and Congress can confidently look forward to a re- 
covery of the lost ground and to a very substantial increase in out- 
put and revenue during the coming year. 

We would, therefore, earnestly urge the amendment of the pend- 
ing bill by the restoration of the rates of the existing law on both 
filler and scrap tobacco, and by the adoption of a rate not exceeding 
$1.85 per pound on wrapper tobacco. Any rates higher than those 
we suggest will unquestionably prove to be above the scientific 
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revenue point, and will afford no needed protection to any class of 
leaf-tobacco growers. They will serve only to further burden an 
industry now carrying much more than its full share of the tax 
load. 

Mr. Fox. Mr. Chairman, I now ask permission to file for the 
record the resolutions and documents I referred to. 

Senator McCumber. That may be done. 

(The documents referred to are as follows :) 

Cincinnati, Ohio, December 5, 1921, 

rilAllTKS Fox, 

Care W, Z. C rouse, Washington, D, C: 
The riiuinnati Leaf Tobacco Board of Trade unanimously objects to any 
increase in tariff duty above tbe old rate on cigar leaf tobacco, as it would 
cause disaster to the cigar Industry. It would also seriously Injure the cigar- 
leaf tobacco fanner owing to a close alUance between the two. If the dgar 
business is good, it creat(\s a greater demand for tobacco ; hence a better price, 
and vce versa. 

George M. Bkroeb, President. 



Cincinnati, Ohio, December 5, 1921. 
Charles Fox. 

Care W, Z, Crouse, Washinffton, D. C: 
Tlx^ CMncinnatl C crnr Manufacturers* Association unanimously objects to any 
additional tariff duties above the old rates on cigar-leaf tobacco, as the industry 
is taxe<l at its utmost, and any additional will curtail our business as well as 
The Government income from same. 

Fred W. Trefzger. Pi'esident. 



New Haven Conn., December 5, 1921. 
The Finance Committee, United States Senate : 

Permit me in as few words as possible to present to you the cigar manufac- 
turers' position in regards to the proposed increase in duty on wrapper and 
filler tobacco. 

I wish to consider especially class B and class C cigars in view of the fact 
that these two classes constitute the greater proportion of the entire dgar 
output in the United States. 

Previous to the war class B and class C cigars were popularly known as the 
5 and 10 cent cigars and as such enjoyed at least their normal prosperity. 
During the war period, because of the increases in raw material, labor, and 
especially because of the enormous Increase of internal revenue, the cost of 
production forced these former 5 and 10 cent cigars into revised classes, with 
limitations set at 8 and 15 cents, respectively. 

During the first period of readjustment to these conditions it was found that 
class B, or former 5-cent cigars, increased in demand to the detriment of class 
C cigars, but after a few months the manufacturer found that in order to 
maintain the standard quality of his former 5-cent cigar he was compelled to 
change them into class C. This for a short time gave class C a strong position 
as to output The increased sales of class C proved only temporary, however, 
as the change in classification demoralized standard values. As a result the 
production of both class B and C have been diminishing, especially during the 
past nine months. 

Here in New England the old popular seed and Etevana 10-cent cigar, now 
in class C selling at 13 to 15 cents, is filled with all-Cuban filler wrapped with 
either Connecticut or Sumatra, and the former 5-cent cigar, now 8 cents, is 
filled with domestic filler and wrapped with Sumatra or domestic leaf. It is 
a fact that the larger proportion of class C cigars here are filled entirely with 
Cuban tobacco, and it requires from 18 to 20 pounds of filler, subject to shapes 
and sizes, to produce 1,000 cigars, so that the proposed Increase of 10 cents 
per pound would mean an Increased cost of $1.80 to $2 per thousand. These 
cigars are sold to the retail dealer at from $95 to $108 per thousand and In 
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tarn sold to the consumer at 13 cents or two for 25 cents. This does seem 
primarily too small a profit for the retail dealer who, in the face of contem- 
plated increases, is demanding standard goods at less cost. 

This condition has caused many manufacturers throughout the cigar industry 
to blend or mix class C cigars using part Cuban and part domestic filler. But 
even with all the attempted experiments the output of classes O and B have been 
and are to-day rapidly diminishing. The cigar industry is laboring under the 
tremendous cost of production while the consume^ has, through economy or 
other reasons, either chosen the pipe or cigHrette. It is evident that the con- 
sumption of cigars has not kept pace with the increase of population in the 
past 20 years. 

The unemployment of cigarmakers is another very serious proposition which 
must be considered. Some local unions realizing the ever lessening demand 
for workers have voluntarily accepted wage decreases of from two to three 
dollars per thousand in order to stimulate sales. This fact proves the serious- 
ness of the situation. It is the first time in the history of the Cigarmakers 
International Union where locals have been permitted to voluntarily reduce 
their wages. In the event that this proposed increase on Havana filler is 
accepted the employees' sacrifice has been to no avail. 

In summing up conditions as they actually are it seems most unreasonable to 
revise taxation in a way that will further burden an industry already over- 
burdened. The cigar industry to-day is fighting a noble battle to hold its own 
in the face of many obstacles. For months past records show that it is a losing 
fight. Surely there can ^lot be an advantage to either the United States Treas- 
ury, the manufacturer or the employees of the industry to cause a further 
falling off of consumption which will be the inevitable result of the proposed 
taxation. 

Respectfully submitted. 

F. D. Grave. 

Lancaster, Pa., December 7, 192 L 
Hon. Boies Penrose, 

Chairman, and Members of the Senate Finance Committee, 

Gentlemen: In reference to the rate of duty on Sumatra and Havana to- 
bacco, as it shall be written in the permanent tariff bill : Coming, as I do, from 
Lancaster County, Pa., where for generations our farmers have been producing 
tobacco and have gone to great expense to equip their farms with suitable 
curing bams and dampening cellars and have their land in the highest state of 
cultivation. Tobacco produced on our farms is used as a filler in a moderate- 
priced cigar. For this reason our farmers have never received the fancy prices 
that many other sections of our country have; but they are a hard-working, 
frugal class of people, and as a rule have prospered. Ninety per cent of our 
tobacco, or thereabout, goes into cigars that are wrapped with Sumatra tobacco. 
Should the permanent tariff be written for more than $2 per pound, and this 
is even going to work a hardship, but represents the very highest duty that 
the trade will be able to absorb, it is going to be a mighty burden and a 
heavy loss to our Lancaster County farmers. The manufacturer must and will 
have Sumatra. He can not raise the price of his cigars at this time, for he is 
in a very tight fix at present, with the public demanding cigars at a lower price. 
What must be the result? Either he must demand a reduction in the price of 
his filler and binder, reduce the quality of his cigar — and that will kill the 
brand — or cut down his production, which will happen if he raises his price, 
for consumption will fall off. This will mean that our manufacturers will use 
less Sumatra, and our Government will lose the revenue. In the same way 
would we be affected by a Higher duty on Havana tobacco from the island of 
Cuba. Pennsylvania tobacco, on account of its mildness, is an ideal com- 
bination with Havana. Raising the duty would force the manufacturer to get 
a reduction some place to keep his cigars at a certain price and standard, and 
our Pennsylvania farmer again would be the loser. 

Now, gentlemen, the tobacco and cigar industries are in a very precarious 
condition, and are in no position to assume additional burdens, and I pray 
you to give the above facts careful consideration. 

Respectfully submitted. 

Lancaster Leaf Tobacco Board of Trade, 
William H. Rauch, President, 
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BESOLXJTIONS OF THE PHILADELPHIA LEAF TOBACCX) BOABO OF TRADE, OCTOBER 27, 1921^ 

Whereas the new tariff bill (H. R. 7456) recently passed by the House of 
Representatives makes material increases in the rates of Import duties on 
cigar leaf tobacco; and 

Whereas the cigar and leaf tobacco industries are now overburdened by import 
duties and internal revenue taxes to the extent that they have been prac- 
tically at a standstill foi^tlie past 20 years: Therefore be it 
Resolved, That the Philadelphia Leaf Tobflcco Board of Trade urge the 

Finance CJommittee of the United States Senate to amend the tariff bttl (H. IL 

7456) by the substitution of the rates in force previous to the passage of the 

emergency tariff bill. 



Philadelphia Leaf Tobacco Board op Trade, 

Philadelphia, Pa., October 27, 1921. 
Hon. Boies Penrose^ 

United States Senate, Washington, D. C. 

Dear Sir: We, the members of the Philadelphia Leaf Tobacco Board of 
Trade, resi)ectfully, but most emphatically, wish to protest against any increase 
in the import duties on cigar leaf tobacco and beg to call your attention to the 
following facts in support of our contention. 

We understand that the purpose of the proposed tariff revision is to stimulate 
American Industry, and ours is an industry which Is certainly in most serious 
need of a stimulus. The leaf tobacco and cigar industries of this country are 
now overburdened with import duties and internal revenue taxes and as a con- 
sequence have been practically at a standstill for the last 20 years, as can be 
readily verified by the reports of the Internal Revenue Department. What little 
expansion there has been has not even kept pace with the increase in the 
population of the country. 

Any increase in the duty on cigar leaf tobacco would completely demoralize 
the entire industry, as the wages of cigar makers, the prices paid for domestic 
fillers and binders and the retail prices of cigars are all predicated on the 
present import duties. It follows, therefore, that the industry can hardly hold 
its own, much less expand, if there should be a substantial increase In the cost 
of its raw material. 

An Increase In the duty on cigar leaf tobacco could not be absorbed by the 
cigar manufacturer, but would result In an Increase in the retail prices of 
cigars. In the case of many brands now selling on a small profit basis It would 
force them Into a higher retail-price classification, thus raising the Internal-reve- 
nue tax thereon and necessitating a further advance in the price to cover this tax. 
Naturally these increases would restrict production, cut cigar makers' wages, 
and reduce the prices paid for cigar leaf tobacco to the farmers of Pennsylvania, 
Ohio, Wisconsin, New York, and Connecticut. 

The former rates of duties on cigar leaf tobacco afford ample protection to 
the domestic grower. As far as the duties on fillers is concerned, the domestic 
grower receives no injury at present, because there is really no competition 
between his product and the imported one. Practically all the Imported filler 
tobacco used in the manufacture of cigars in this country comes from Cuba. 
It is used principally to blend with domestic fillers and does not compete with 
the latter in any manner whatsoever. Any decrease In the Importation of 
Cuban fillers would really result In a decrease In the consumption of domestic 
fillers. We should therefore encourage rather than discourage the Importation 
of Cuban fillers. 

Furthermore, Cuban tobacco Is such as high-priced article that any Increase 
In duty Avould result In either a tremendous decrease in Its consumption, thus 
reacting on the consumption of domestic fillers, as stated above, or. If consumed 
In any quantity, would reduce the price the manufacturer could afford to pay 
for the domestic filler used to blend with it, as It is impossible for him to 
Increase the price of his cigars. 

As for wrappers, the former rate of duty of $1.85 per pound affords ample 
protection to the domestic grower of wrapper leaf tobacco, as shown by the fact 
that the production and consumption of domestic wrappers has Increased 
enormously In recent years, and their prices have advanced out of all propor- 
tion to those of other tobaccos. As a matter of fact, it is the only branch of 
the industry that has steadily expanded and therefore does not need additional 
protection. 
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If the above facts are true, it is evident that any increase in duties will so 
Increase the cost of cigars as to necessitate an increase in the retail price of the 
finished product Any attempt to raise cigar prices will decrease the output of 
the industry to such an extent as to cost the Government far more in the reduc- 
tion in returns from internal-revenue taxes on cigars than it would gain in the 
increased duties on cigar leaf tobacco. Furthermore, owing to the reduction in 
the consumption of cigars, the importation of Sumatra and Cuban cigar leaf 
tobacco would be greatly curtailed, so that in all probabilities there would be 
an actual loss in revenue to the Government. 

We also beg to call your attention to the fact that the cigar and tobacco indus- 
try now pays in stamp and Import taxes over $310,000,000 annually, without 
counting the income and other taxes paid by those engaged in the business. 
This, we submit, is far more than its fair proportionate share of the taxes 
now levied by the Government, and it would be manifestly most unjust to 
further burden it with any increases in duties or taxes. 

Is Congress willing, therefore, to reduce the income of the Government, to 
increase the burden on the consumer, to lower the wages of cigar makers, to 
demoralize the entire cigar-mdnufacturing industry, and to injure the growers 
of domestic cigar leaf tobacco? Would not this be a most glaring instance of 
taxing an Industry out of existence? 

In conclusion, therefore, we would most earnestly urge that the pending bill 
be amended by the substitution of the rates of duties in force before the enact- 
ment of the present emergency tariff bill. 
Very respectfully, yours, 

John R. Young, Jr., Secretary. 



GiGAB Manufactubebs' Brief Against Incbeased Duties on Wrappeb, Fhxeb, 

AND ScBAP Tobacco. 

Upon the demand of probably less than 100 tobacco growers, raising what is 
commonly but erroneously known as American Sumatra, and what is in fact, 
shade-grown wrapper tobacco, the House raised the duties on Imported wrappers 
from $1.85 per pound to $2.10 for the unstemmed, and from $2.50 per pound to 
$2.75 for stemmed wrappers. 

At the same time, and, apparently, upon no demand or suggestion from any 
tobacco grower, the House increased the duties on unstemmed filler tobacco 
from 35 cents per pound to 45 cents, and on stemmed filler from 50 cents to 60 
cents per pound; also on scrap tobacco from 35 cents to 55 cents per pound. 
The present rates on fillers having been in force since 1882 and on scrap since 
1913. 

It Is to be noted that the duty on wrapper tobacco was recently raised by the 
emergency tariff act without any previous notice or Intimation to the cigar 
manufacturing trade, and without an opportunity to be heard. But as that act 
is merely of temporary nature, we are referring in this memorandum to the rates 
in force prior to Its enactment and since 1898. 

These increases in duties were passed by the House in spite of the facts — 

That the whole cigar trade Is in the throes of serious depression. 

That its business since last December has declined, over 20 per cent. 

That 5,846 cigar manufacturers have gone out of business since 1914. 

That the taxes on cigars have been raised since the war from a fixed rate of 
$3 per thousand to a graduated scale from $4 to $15 per thousand. 

That at not time during the prosperous war days, while leaf tobacco increased 
from 64.08 per cent on Ohio tobacco, 196 per cent on Wisconsin, to 200 per cent 
on shade grown, and while the cost of labor, overhead, packing material, and 
all other items that go into the finished cigars, similarly climbed up to war-time 
prices, did the maximum increase in retail prices of cigars exceed 60 per cent 
of the prewar prices. 

That the cigar Industry has not only failed to keep pace with the growth of 
all other industries in this country, but that as a matter of fact our withdrawals 
for consumption in the fiscal year ending June 30, 1907, exactly 15 years ago, 
amounted to a little more than our withdrawals for consumption during the last 
fiscal year, as will be seen from the following figures : 

Withdraws for consumption during the fiscal year ending — 

June 30, 1907 7,490.144,793 

June 30, 1921 7,480,929,380 

Decrease 9, 215, 413 
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Thus In the last 15 years the cigar industry shows a loss of 9,000,000 cigars. 

And moreover not only did the number of cigars consumed in the last fiscal 
year fall below the consumption of 15 years ago, but the volume of business in 
dollars and cents has been alarmingly decreasing since last year. 

The business on the higher priced cigars — that is, cigars retailing above 5 
cents each — has been steadily going down, while those retailing at 5 cents or 
less, designated as class A, have been going up taldng the place of the more 
expensive types. 

A comparison of the withdrawals in October, 1921 (which is the last official 
report that we have), with the withdrawals in October, 1920, will be sufficient 
to demonstrate this point. 

In October, 1920, class C cigars, retailing at between 8 and 15 cents. 
amounted to almost 46 per cent of the entire cigar business. In October, 1921, 
the same class of cigars went down to 39 per cent. Class B, the cigar that 
sells at between 5 and 8 cents each, constituted 28 per cent of the aggregate 
volume of business in October, 1920, and In the same month of this year it was 
down to 25 per cent; while class A cigars, which sell to the consumer at 5 
cents and Iciss, climbed up from 23 per cent in October, 1920, to 33 per cent 
in October last 

Thus cigars selling at 5 cents or less have gained 10 per cent of the whole 
cigar business, taking the place of the loss of business on grades of cigars thai 
sell between 5 and 15 cents. 

Surely these outstanding facts should be sufficiently convincing that the cigar 
industry can not stand the slightest increase in taxes, whether In the form of 
tariff duties or internal revenue, 

The whole story of the cigar industry is told in the following chart: 

DUTIES ON WBAPPER8. 

As against the plea on behalf of 11.496 cigar manufacturers, there was a 
demand of the Connecticut, Florida, and Georgia farmers raising shade-grown 
tobacco, all told not more than about 100 in number, for an Increased duty on 
imported Sumatra in order, as they claimed, to protect their shade-grown wrap- 
pers, which are sometimes erroneously referred to as "American Sumatra." 

Do they really need additional protection because imported Sumatra is com- 
peting with their product? We emphatically say, " No." 

They have raised their tobacco from $1.75 per pound in 1914 to $5.25 per 
pound in 1920 (House tariff hearings, p. 1580), in spite of the steady importa- 
tion of Sumatra. (The present price being about $4 per pound.) They have 
increased production of Connecticut shade-grown wrappers from 1.200.000 
pounds in 1910 to 7,467,000 pounds in 1918, the continued use of imported 
Sumatra notwithstanding (House tariff hearings, p. 1556). Subsequent fig- 
ures which are not yet available will undoubtedly show a still furtlier increase. 

Do these facts show that they need additional protection? Certainly not 

What then is their motive for demanding additonal protection? 

The answer is found in their own testimony. 

Thus, at the House tariff hearing Mr. W. E. Smith, one of the tobacco grow- 
ers' spokesmen, testified: 

"Q. Mr. Garner. Mr. Smith, really what you want is $2.85 a pound levied 
as a tax at the customhouse on foreign importations in order that 

"A. Mr. Smffh. On wrappers. 

" Q. Mr. Garner. That you may get a better price for your tobacco? 

"A. Mr. Smith. Yes, sir." 

The cigar manufacturers have raised the prices of their pro.lucts since the 
prewar times to a maximum of 60 per cent, while the growers have advanced 
their shade-grown wrappers during the same period from $1.75 in 1914 to 
$.").25. or 200 per cent, in 1920, the price is still maintained at $4 per pound, 
which is an Increase of 129 per cent, and they aslj for increased duties for the 
conceded purpose of getting still higher prices for their wrappers. 

Indeed, this is not the first time that the very same tobacco growers* associa- 
tion demanded increased duties on wrapper tobacco, nor is their present argu- 
ment in support of their demand altogether new. In 1913 they appeared before 
the Ways and Means Committee and submitted a simUar demand, based upon 
the same reasoning, as may be seen from the following quotations of their 
arguments on both occasions : 
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EXCERPTS FROM THE BRIEF OF THE NEW ENGLAND TOBACCO OROAVERS* ASSOCIATION 
FOR INCREASED DUTIES ON WRAPPERS. 



1921. 

[House tariff hearings, p. 1698.] 

These expensive methods, worked 
out by the Government at an enormous 
expenditure of the people's money, 
have been, under the present customs 
tariff on wrapper tobacco, adopted to 
a large extent by many of the agri- 
culturists in the several tobacco-pro- 
ducing States. The New England and 
Florida agriculturists have developed 
a cigar-wrapper leaf of the most ad- 
vanceil type and have invested their 
money in land, buildings, and equip- 
ment for the purpose of growing and 
marketing the product Unless suffi- 
cient protection is maintained, the mil- 
lions already invested by the Ameri- 
can people in this industry will be for- 
ever lost, and the lands and property 
developed for the growth of tobacco 
will become practically worthless. 



1913. 

[House tariff bearings, p. 25S1.] 

These expensive methods, lyorked 
out by the Government at an enormous 
expenditure of the people's money, 
have been, under the present customs 
tariff on wrapper tobacco, adopted to 
a large extent by many of the agri- 
culturists in the several tobacco-pro- 
ducing States who have invested mil- 
lions of dollars In proper lands for Its 
growth, buildings, and equipment for 
its production, that a cigar wrapper 
leaf tobacco that would represent the 
most advanced type of wrapper might 
be produced that would acceptably 
take the place of the leaf now so 
largely imported. And we respectfully 
submit that such a leaf has been de- 
veloped in this country and is being 
produced In increasing quantities from 
year to year and without the rate of 
customs duty now collected from such 
Imported leaf it would be no longer 
possible for us to pro luce this high- 
grade, expensive cigar leaf, without 
which the lal>or and expenditures of 
this Government for years and the 
millions already investtnl by the Ameri- 
can people in this industry would l)e 
forever lost, and the lands and prop- 
erty use<l in its production practically 
valueless. 

THE UN.IUSTNESS OF THEIR CONTENTIONS. 

Thus they argued in 1913, as they now contend, that unless the duty on 
wrapper be raised, the shade-grown industry would be destroyed. The duty 
was not raised in 1913 or since then, and yet the production of shade-grown 
wrapper in Connecticut alone has grown from approximately 2,000,000 pounds 
in 1913 to over 7,000,000 pounds, the present yield, while the pricejs have, during 
the same period, advanced from $1.75 per pound to $5.25 per pound. It may 
be noted here that the price has since been reduced to $4 per pound. 

The fact is, as is clearly demonstrated in our brief (House tariff hearings, p. 
1555), that imported Sumatra does not compete with shade-grown wrappers, 
which are sometimes called American Sumatra. The former is used for one 
type of cigars, while the latter is used for an entirely different type of cigars. 
Neither is used as a substitute for the other. 

These growers raising largely the shade-grown type of wrappers, which, as 
already stated, are commonly but erroneously known as American Sumatra, 
still contend as they contended years ago when the development of shade- 
grown tobacco in this country was first entered upon — that they must have 
higher tariff duties on Sumatra wrapi)er in order to protect the shade-grown 
industry. But their contentions are clearly refuted by the very growth of the 
shade-grown industry within the last 10 years or so, the importations of 
Sumatra notwithstanding. 

Thus, as will be seen from the following tables covering a period of 10 
years, from 1910 to 1920, that while we have continued to import Sumatra at 
tbe rate of between six and seven million pounds per annum — which is sufficient 
to cover between three and three and one-half billions of cigars, or between 40 
and 47 per cent of our entire consumption of cigars — the shade-grown industry 
in the Connecticut district alone, which includes Massachusetts, has grown from 
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1,000 acres under cultivation in 1910 to 6,150 acres in 1918, and undoubtedly a 
still larger acreage in 19i20 (the figures for 1919 and 1920 not being available), 
with an Increasexl yield of wrapi>ers fi'om api^roximately 1,200,000 pounds in 
1910 to 7,467,000 pounds in 1918. 

We have no official figures showing the production of shade-growTi tobacco in 
Georgia and Florida for the same period, as no official statistics in that respect 
have been published. But according to the rei)ort of the department of agri- 
culture of Florida it api^ears that in 1917-18 Florida produced 2,123,427 pounds 
of shade-grown tobacco. 

The Federal Department of Agriculture also reports a total production of 
cigar tobacco in Florida and Georgia in the year 1919 amounting to 5.890,000 
pounds, the great bulk of which, as we know, was wrappers; so that, adding 
the production of wrappers In Georgia and Florida to the 7,000,000 pounds 
of wrappers produced in Connecticut, it would show a totnl production of 
wrappers amounting to over 12,000,000 pounds. And all of that enormous pro- 
duction of a type of wrapper, which it is claimed competes with the imported 
Sumatra, has developed within the last 10 years, while our importations of 
Sumatra wore kept up almost at a uniform rate of between 6.000,000 and 
7,000,000 pounds per annum. 

It is thus clearly shoAvn that the importation of Sumatra wrappers has in 
no way interfered with the development of shade-grown wrappers in this 
country. 

Acreage of shade-groicn tobacco in the Connecticut Valley, 



Acros grown. 

i 

41 

720 

645 

33 

40 

40 

70 

200 

400 



1900 

1901 

1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 

NoTK. — If it is desired to ascertain the quantity of shade-grown tobacco pro- 
duced, the desired result can be secured by multiplying the acreage given by 
about 1,200, which is the average yield per acre. 



Acres grown. 

1910 1, 000 

1911 1, 995 

1912 1. 906 

1913 1, 840 

1914 2, 574 

1915 3, 600 

1916 4. 939 

1917 5, 854 

1918 6, 150 





Imports of leaf suitable for cigar 


wrrappers. 


Total num- 


Fiscal year. 


Sumatra 

from the 

Netherlands 

and Dutch 

East Indies. 

6,383,926 
5,721,447 
6,290,499 
6,193,042 
5,846,504 
7,061,943 
4,963,761 
3,617,882 


From All 
Cuba, j other. 

1 

58,798 196,002 
44,391 190,938 
69,003 110,510 
93,914 111,826 

155,139 1 91,114 
79,706 , 99,529 
68,644 37,903 

135.751 i 188.303 


Total 
number 

of 

pounds 

imported. 

6,( 66 
5,1 76 


ber of dears 
manuiiMs 

tared 

(calendar 

year). 


1910 


fi B,416 


1911 


7 l&.(B3 


1912 


6,' 112 1 7 i7,235 


1913 


6,: ^ 1 7 rfyFM 


1914 


6,( 87 7 H,944 
7,: 78 Q S.078 


1915 


1916 . 


5,( 08 7 r7,401 


1917 


3.1 96 1 7 nL349 


1918 


4,243,408 1 180,739 91,197 1 A,i 44 | 7 ^^¥0 


1919 


7,553,946 44,254 , 409,522 ' 8,( 22 ! 7 »7,Q21 


1920 


7,044,766 1 34.301 249.652 7.1 19 i; [8.762 






1 


' 


' 



* Figures of production not yet available. This represents the numbpr of cigars with- 
drawn for consumption durlnj? the fiscal years ending June 30. All other figures of 
production are for the calendar year. 

THE DIFFERENTIAL, UNDER THE OLD DUTY IS AMPLY SUFFICIENT TO PROTECT HOMK- 

GROWN WRAPPERS. 

A great deal has been said about the difference in the cost of producing domes- 
tic shnde-jrrown wrai)i»ers and Iniiwrtcd Sumatra wrappers. It seems to us. 
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however, tliat the important question to be considered is not what it costs to 
produce shade-grown wrappers as against tlie cost of imported Sumatra, but 
the difference in the cost of covering a thous md cigars with either of the two 
tyi)es of wrappers, for manifestly the cost of the wrapper on a cigar, lllte the 
cost of all other material, must ultimately be reflected in the price of the 
finished cigar. 

At the present prices of both shade-gi'own and Sumatra a thousand 10 cent 
or higher-priced cigars can be readily covered with shade grown wrappers at 
a cost of between $8 and $9, while to cover the same grades of cigar selling at 
the same prices with imported Sumatra, dutiable at $1.85 per pound, costs 
between $10 and $12 per thousand. 

It is entirely immaterial what it costs to produce shade-grown wrappers, for 
the fact Is that manufacturers desiring to use the imported Sumatra on their 
10-cent or higher priced cigars must pay between $2 and $3 more to cover a 
thousand cigars than it would cost them to cover the same cigars with the 
domestic wrappers. 

Here, then, is a differential of between $2 and $3 in the cost of wrappers for 
a thousand cigars under the old tariff of $1.85 per pound, which, I believe, 
is more than sufficient to protect the shade-grown industry. 

In regard to the lower priced cigars — that is, cigars retailing at between 5 and 
10 cents — shade-grown wrapi)er8 are in no way an important factor, for most 
of these grades of cigars are and necessarily must be coveretl with imported 
Sumatra, Ijecause shade-grown wrapi)er does not mix well with filler tobacco 
grown in the United States. No mauufactuer is known to have ever succeeded 
in making a combination of shade-grown wrappers with domestic fillers and 
producing a satisfactory cigar. 

Most shade-grown wrappers are used on cigars containing Havana fillers, 
Porto Rico fillers or a blend of the two — cm cigars which can not be soid at less 
than 10 cents, shade-grown tobacco therefore does not come into serious com- 
petition with the imported Sumatra that is usevl on cigars that are selling below 
10 cents. 

Surely, as between the comparatively few wrapper growers producing about 
10,000,000 pounds of tobacco per annum, out of a total of about 1,500,000,000 
I)Ound8 raised in this country, and cultivating about 10,000 acres out of a total 
of 3,900,000 acres of tobacco land under cultivation, on one side, and the 11,496 
cigar manufacturers, employing 200,000 laborers and using approximately 
154,000,000 pounds of tobacco per annum, on the other side, the interest of the 
latter are of far greater importance to the country's commerce and industry than 
that of the former. 

DUTIES ON FILLERS. 

What we have said in regard to the increased duties on wrappers applies with 
^ual if not more force to the increased duties on filler tobacco, whether in 
leaves or in scrap. 

The increases in duties of 10 cents per pound on the leaf fillers and 20 cents 
per pound on scrap fillers would add to the cost of production from $2 to $2.5(» 
per thousand on cigars containing 100 per cent Havana filler and a propor- 
tionately smaller amount on blended cigars mixed with Havana fillers. 

We believe that we have already demonstrated that the cigar industry can 
not possiblv absorb these added items to the cost of production. 

Surely, in face of the loss of over 20 per cent of cigar business since last 
December, bringing the cigar industry back to where it was about 15 yean* 
ago, there can not be ad<led 1 cent to the selling prices of cigars without bring- 
ing disaster to the Industi-y. 

these additional duties would only force manufacturers to reduce the quan 
titv of Havana fillers used in their cigars, thus changing the quality of their 
merchandise and ruining. If not altogether destroying, established brands or 
trade-marks of Immense value. ^ ., , 

The Government will surely receive no additional revenue from these increaseil 
duties while the industry would suffer incalculable injur>', not speaking of the 
fact that millions of cigar consumers would necessarily be deprived of the enjoy- 
ment of the smokes of the quality that they have been accustomed to. 

\s far as the re<'ords show, no American tobacco grower has a8ke<l for any 
additional protection on filler tobacco. No American farmer has complained 
that the lnn>ortcd cigar fillers are hurting American tobacco growers. 
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SCRAP TOBACCO — WHAT IT IS, WHAT IT IS USED FOH, AND THE DUTY THEREON. 

The word ** scrap " as applied to tobacco is by no means nsed as an arbitrary 
or fanciful designation. It Is used in its true literary sense to describe the offial, 
the shorts, the fragments, the scrap, or the left-overs from the tobacco leaves 
placed in cigars. 

Manifestly, the scrap of tobacco, like the scrap of all other substances, can not 
possibly have the vahie'of the original material that it comes from, nor can an 
article made up of scrap have as much value as an article made up of the 
material In its original form. And so in the tobacco Industry, imported scrap 
is used for the cheaper grades of cigars and in little cheroots that sell at about 
30 to 35 cents per package of 10. 

The pending tariff bill provides for an Increase in the duty on scrap tobacco 
from 35 cents to 55 cents per pound. Using about 12 pounds of scrap in a 
thousand cigars, the increased duty would add about $2.40 per thousand to the 
cost of production of cigars made of imported scraps. 

Scrap is also a manufactured tobacco put up In small packages for sale to the 
consumer for chewing or pipe smoking. But the quantity of imported scraps used 
for that purpose is indeed insignificant. However, had this provision for in- 
creased duty on scrap tobacco been framed to apply only to manufactured 
tobacco put up in packages ready to be sold to the consumer In competition with 
domestic manufactured scrap tobacco there would, of course, be no objection. 
But, according to the language of the paragraph, the increased duty applies to 
both " manufactured or unmanufactured tobacco." Thus, scrap tobacco imported 
Into this country by cigar manufacturers purely as filler tobacco to be used in the 
manufacture of cigars would be subject to the additional duty of 20 cents per 
pound. 

No American tobacco grower has asked for additional protection on filler 
tobacco imported from Cuba, for it is indeed well recognized that the importation 
of Cuban tobacco is a benefit rather than a detriment to American tobacco, be- 
cause it is the Cuban tobacco when used as a blend with domestic tobacco that 
gives the cigar a flavor or aroma that can not be obtained in any other way. 

Indeed, we can hardly understand the attitude of the Ways' and Means Cora 
mi t tee in raising the duty on Sumatra wrapper and on scrap fillers, both of 
which are used in the* poor man's smokes. The great bulk of Sumatra wrapper 
is useil on cigars selling at 8 cents or less, while most of the imported scrap 
tobacco is used in cheroots or little cigars selling at less than 5 cents each (10 for 
35 cents). It is needless to say that the margin of profit on these cheap articles 
must necessarily be exceedingly small, and that neither the manufacturer nor 
the jobber or retailer can absorb the least increase in cost or taxes. 

Why, then, impose these additional burdens on the cigar industry, when, as 
it must be clearly apparent, the manufacturer can not possibly absorb them? 
And to shift them on the consumer ' would mean a still further decline of 
business, which must not only result in disaster to the industry, but in mini- 
mized revenue to the Government as well. 

THE SMALL MANUFACTURER. 

There is another phase of the situation to be considered — ^that is, the condi- 
tion of the small manufacturer. The big manufacturer, who makes several 
hundred million cigars a year, may be able to get along with a small profit — 
although operating on a small margin of profit in the tobacco business, where 
any change in atmospheric conditions or any slight mistake in the treatment 
of the tobacco may cause sufficient deterioration of the material to wipe cot 
the entire profit and produce a substantial loss — Is like skating on thin ice. 
But can the little fellow, who makes 10,000 cigars a week or 500,000 cigars a 
year, exist unless he makes a reasonable profit? 

It will be seen from the records of the Internal Revenue Department th'at 
while there were 17,137 cigar manufacturers in business In 1914, there were 
only 11,291 manufacturers in business In 1919. Thus, 5,846 manufacturers have 
gone out of business since the war. What was the cause of It? The explana- 
tion is, indeed, simple. While the big manufacturers were able to withstand 
the increased cost of production and the higher rates of taxes, with the in- 
creased capital necessarily required in the carrying of high-priced material. 
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because of their large outputs, the small man could not stand it and hence his 
enforced retirement from business. 

Any incease in duties on wnipi)ei*s; fillers, or scraps would Impose a further 
hardship upon the small man not only because of the curtailment of his already 
minimized profit, but because of the additional cash investment required in the 
payment of the increased duties. 

This phase of the situation is respectfully brought to your attention not 
merely as a plea for the small man, but for the puriwse of demonstrating the 
closeness of the margin of profit under which we have been operating since the 
war. For with a reasonable profit on the business the small man can read.ly 
thrive, prosper, and succeed in spite of the competition of the large concern, 
but with the profits minimized, as they have been minimized since the war, 
the difliculties of the small man were, indeed, more than he could stand, as is 
evidenced by the fact that over 33 per cent of the small manufacturers have 
withdrawn from the business since 1914. 

ADDITIONAL DUTIF^S SHOL'LD BE ELIMINATED. 

In view of the facts and circumstances thus presented, we respectfully urge 
that any increase in the tariff duties on tobacco would cause disaster to the 
industry, as well as loss of revenue to the Government, and would in no way 
benefit the American tobacco growers, whose interests are more than sufficiently 
protected under the prosi^nt tariff rates, for the imported tobacco not only does 
not compete with the domestic tobacco but is indeed essential In order to keep 
op our present rate of consumption. 

All of which Is respectfully submitted by Cigar Manufacturers Committee of 
the Tobacco Merchants' Association of the United States. 

ChavS. J. EisENLOHR, Chairman. 

Chables Dushkind, Counsel, 

Committee: Charles J. Eisenlohr, president Otto Elsenlohr & Bros. (Inc.), 
Philadelphia, chairman ; It. J. Plate, secretary Delsel-Wemmer Co., Lima, Ohio ; 
W. H. Kraus, secretary Kraus & Co. (Inc.), Baltimore, Md. ; Fred Illrschhorn, 
president General Cigar Co., New York; Abraham I. Lewis, I. Lewis Cigar 
Manufacturing Co., Newark, N. J.; Harvey L. Hirst, secretary Bayuk Bros. 
(Inc.). Philadelphia, Pa.; I^onard Werthelmer, Wertheimer Bros., Baltimore, 
Md. ; A. L. Sylvester, president American Cigar Co., New York, N. Y. ; Jacob 
Mazer, secretary Mazer Cigar Manufacturing Co., Detroit, Mich. ; Jacob Loeb 
Langsdorf, president Antonol Ko'g & Langsdorf, Philadelphia, Pa.; Joseph 
Muer, Swift Cigar Co., Detroit, Mich. ; George H. Hummel, vice president P. 
Lorillard Co., New York, N. Y. ; John H. Fendrich. H. Fendrlch (Inc.), Evans- 
ville, Ind. ; Julius Klorfeln, Julius Klorfein, New York, N. Y. ; G. W. Van Slyke, 
president G. W. Van Slyke & Horton, Albany, N. Y. ; Morltz Haas, Haas Bros., 
Cincinnati, Ohio ; D. Emll Klein, president Consolidated Cigar Corporation, New 
York, N. Y. ; Milton S. Helneman, Helneman Bros., Baltimore, Md. ; Morris D. 
Neunrann, of Morris D. Neumann & Co., Philadelphia, Pa. ; Mortimer Regens- 
burg, E. Regensburg & Sons, NeAv York, N. Y. 

(For further details we respectfully refer to the brief filed by this committee 
with the Committee on Ways and Means, House Tariff Hearings, p. ir)54.) 

STATEMENT OF MABCITS L. FLOYD, REPRESENTING THE NEW 
ENGLAND TOBACCO GROWERS' ASSOCIATION AND THE FLORIDA 
AND GEORGIA TOBACCO GROWERS' ASSOCIATION. 

Mr. Fix)YD. Mr. Chairman and gentlemen, I think in coming here 
I probably represent one of the most important industries in this 
country, and that is the production of cigar-leaf tobacco. I want 
to say to that part of the committee that is here, and I will not make 
any apology to the part that is not here, that in order to stand well 
with you gentlemen I am going to tell you that I will not take up 
more than 10 minutes of your time. There are certain things that 
I want to call your attention to, but I will be very brief. 
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There is a letter here addressed to your chairman, with some fig- 
ures attached to it, that I would like to have inserted in the record 
at this point. 

Senator McCumber. That may be done. 

(The documents referred to are as follows:) 

August 18, 1921. 
Hon. Boies Penrose, 

Chairman Committee on Finance. Vnited States Sc^nate. 

My Dear Senator : I herewith beg to hand yon a memorandum showing com- 
parative costs of raw material that enters into the manufacture of cigars. 
These figures show clearly that all grades of cigars, from the cheapest up to 
and Inciudlng the 2-for-25-cents class, can be manufactured for a much less 
cost than obtained during the years 1919 and 1920. 

Of course, the manufacturer does and will claim that he is stocked up with 
raw material purchased at prevailing high prices of 1919 and 1920, which In 
many cases is probably true. However, the decrease in cost of labor applies 
now and far more than offsets the advance in import duty we are asking for. 
Again, it must be borne in mind, we do not ask advanced import duty on 
t(>l)accos they do not own and have in st<Hk, but on t()ba<*t<»s which they may 
buy and bring Into this country, tobaccos that no doubt will be purchased for 
much less money than the tobaccos they now have in sto<*k. 

Our statement shows that values of domestic leaf, whether wrapper, binder, 
or filler, have shrunk at least 20 per cent, while Porto Rico and Cuba leaf 
have shrunk In value from 30 to 40 per cent. Therefore, the claim on the part of 
the manufacturer, that if the import duty is changed from $1.85 to $2.85 per 
pound, it will force the so-called 8-cent cigar into a 9-cent class. This claim 
is preposterous and unjustifiable. 

In my statement before the Ways and Means Committee of the House I 
callod attention to the fact that a manufactured cigar was pure'y a fancy ar- 
ticle, without intrinsic or fixed value. The making of prices on the iiart of 
the manufacturer is largely arbitrary. For example, a cigar that retails for 
5 cents to the consumer may have been bought by the Jobb<*r from the nmnu- 
facturer at jiny where from $28 to $32 per thousand. This cigar may retail at 
5 cents or six for 25 cents. Now, then, the strictly 5-cent cigar the jobber may 
buy from the manufacturer at from $34 to $38 per thousand. 

The cigar that retails at three for 25 cents the jobber buys from $40 to 
$55 i)er thousand, and the strictly lO-cent cigar he pays $55 to $65 i)er thousand 
for, and the two for 25 cents for $65 to $80 per thousand. You will notice as 
the retail prices advance a large margin between the lowest and highest Job- 
bing price on that particular class of cigars. 

I further made the statement before the Ways and Means Committee, at 
which meeting there were a number of manufacturers and importers, that 
none of them, be they ever so experienced, could by examination or trial tell 
the difference between a $28-per-thousand cigar and a $32-per-thousand cignr. 
These cigars to be, of course, without trade-mark or brand. This Is absolutely 
true regarding every class of cigar. I defy any manufacturer or importer 
to tell me by close examination whether a certain cigar should sell at whole- 
sale for $34 to $36 a thousand, or in the high-class cigars, $80, $90, or $100 
per thousnnd. 

In concluding I wish to suggest, inasmuch as it seems to be clearly the 
purpose of the present Congress to obtain further revenue from tobacco, that 
th!s be done as far as may be by increasing the import duty; to levy an 
internal-rev(»nue tax will burden the consumer without benefit to any branch 
of the tobacco industry; to levy an import duty or tax will place the same 
1)11 rden on the c(msumer, with positive benefit to farmers who produce similar 
tobaccos in this country. 

Now, it is for you gentlemen to decide which you will choose: A tax that 
will burden all and benefit none or an import tax that will burden all, at 
the same time benefiting one of the most important industries of this country. 
\'ery respectfully 

M. L. Fi-OYD. 
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QUANTITIES OF LEAF TOBACCO REQI IRED FOR THE AVERAGE-SIZED CIGAR. 

Wrapper : l^o 2 pounds of Sumatra tobacco, or li to 2 pounds of Florida and 
Georgia tobacco, or 4 to 10 pounds of Connecticut tobacco. 

Binders : 5 to 6 pounds of Connecticut tobacco, or 6 to 7 pounds of Wisconsin 
or New York State tobacco. 

Fillers: 18 to 20 pounds of domestic filler, or 16 to 18 pounds of Havana 
tobacco, or 16 to 18 pounds of Porto Rican tobacco. 

PRICES FOR LABOR MANUFACTURING CIGARS IN PENNSYLVANIA. 

For cigars known as the 8-cent or 2-for-15-cent8 grade: 1014, .$7 per tliousand; 
1919, $11 j)er thousand; 1921, $9 per thousand; decrease since 1919, 18 per cent. 

For cigars known as tiie 5 and 6 cent grade: 1914, $5.25 per thousand; 1919, 
$9 i)er thousand ; 1921, $6 to $7 per thousand ; decrease since 1919, 22 per cent. 

For cigars known as the 10-cent straight or 2-for-25-cents grade : 1914. $9 per 
thousand ; 1919, $15 to $16 per thousand ; 1921, $10 to $12 i^er thousand ; decrease 
since 1919, 20 per cent. 

In the old ninth district of Penn.sylvania, where low-priced cigars are being 
manufactured, the cost of labor Is from $1 to $3 per thousand less than above 
specified. In other section of the country the scale per thousand varies from 
above schedule, ranging from $8 to $12 in 1914, $16 to $22 in 1919, and $12 to 
$20 at the present time, depending on the locality, also the size, shape, and gen- 
eral workmanship of the cigars. 

The actual cost of labor for manufacturing cigars is about 20 per cent less 
than in 1919 and 1920, and there is also a decided reduction in the cost of cigar 
boxes, labor, etc., all of which will be the means of lowering manufacturing 
costs. 

Average values of cigar leaf tobacco. 

WRAPPER. 



1914 



1919 



1921 



Decrease 
from 1919 
I to 1921. 



Sumatra (in bond) ' $1.50 

Florida and Georgia i 1. 7.1 , 

Conneolicut: ' 

Broadleaf fO.65- .75 j 

Ua\ ana seed 50- .60 ; 

Prime tobacco 1. 25 



12.25 I 
2.75 I 

$1.2.=^-!. 40 

.90-1.00 

2. 25 



S2.00 
2.25 J 

$1.00-1.20 I 
.75- .8.5 
1.75 I 



Per cent. 



11 

18 

20 
16 
22 



BINDER. 



Connecticut: 
Broad leaf. 



l0.55-$0.65 '$0.95-11.00 '$0. 75-$0. S,5 I 



20 



Havana seed . 


45- 


.50 t 
.35 
.40 1 


.70- 
.5.>- 
.60- 


.75 
.60 
.65 


.55- 
.45- 
.4^ 


.6.5 , 

.50 

.501 


20 


Wisconsin 


.30- 


17 


New York State 


35- 


25 




1 





FILLER. 



Pennsylvania 

Gebhardt (Ohio) 

Zimmer (Ohio) 

Little Dutch (Ohio) 

Porto Rico 

Havana tobacco (in bond) 



$0. 1J>-|0. 16 



$0.36-$0.42 l0.32-$0.35 

.23 

.30 

.'25 

.85- .95 

.90- 1.00 





.16 


.32 




.20 


. 35 




.16 


.'M) 


.70- 


.80 


1.60- 1.75 


.60- 


.55 


1.25- 1.40 



10 
28 
14 
16 

28 
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Average cost of raw material and labor. 
8^'ENT CIGARS. 




1921, I 1921, 
atSl.85 I at$2J<5 
duty. ; duty. 

I 



2 pounds Sumatra tobacco 

6 pounds Connecticut (Havana-seed) binders. 

18 pounds Pennsylvania tobacco 

Labor .* 



$8.20 
4.50 
7.56 

11.00 



$7.70 
3.90 , 
6.30 
9.00 I 



Total. 



31.28 



26.90 I 



$9.70 
3.90 
6.30 
9.00 



28.90 



TWO-FOR-A-QUARTER CIGAR, 


WITH HAVANA FILLERS. 






2 pounds Sumatra tobacco 


$8.20 

5.70 

27.54 

20.00 


$7.70 

4.50 

21.24 

17.00 


$9.70 


6 pounds Connecticut broad-leaf binders 


4.50 


18 pounds Havana tobacco .- 


21.2* 


Labor 


17.00 








Total 


61.44 




50.44 


52.44 









PORTO RICAN FILLERS, TWO-FOR-A-QUARTER CIGAR. 




2 pounds Sumatra tobacco 


$8.20 

5.70 

28.80 

20.00 


$7.70 1 
4.50 1 
15.30 
17.00 ^ 


$9i7D 


6 pounds Cormecticut broad-leaf binders 


4.50 


18 pounds Porto Rico fillers 


15.30 


Labor 


17.00 






Total 


62.70 


44.50 

i 


46. 5r 







Mr. Floyd. I think that covers clearly and concisely our conten- 
tions, and I think you will fully understand it. 

The gentleman who just preceded me stated that we sold our 
highest grade of tobacco for $1.75, but at the high peak at $5 a 
pound. 1 just want to ask the gentleman if he will tell the committee 
the highest price of Sumatra tobacco in bond. 

Mr. Cullman. I have sold it for $5.50 to $5.70. 

Mr. Floyd. In bond? 

Mr. Cullman. In bond. 

Mr. Fu)YD. Tobacco produced in the island of Sumatra with the 
cheapest labor on earth, and yet in bond they sold it at $5.50 and 
have not committed any crime; and we sell it at $5' a pound at the 
peak of high costs, and we are charged with being inhuman and 
unkind. 

Mr. Cullman. $5.50 a pound, plus a duty of $2.35 during the 
emergency bill. 

Mr. Floyd. If we committed a crime in selling tobacco that cost 
us the peak of high prices and everything that enters into produc- 
tion, what kind of a crime have these gentlemen committed who sold 
it at $5 in bond, produced by the cheapest labor on earth? 

That is something to think of, gentlemen. Now, that is a tempest 
in a teapot. Two and a half — what we hope to get — is just one- 
half a cent a cigar. You had a gentleman here a while ago who told 
you he bought bales of tobacco at 50 pounds a bale, for which he 
paid $15 a pound. Instead of coming to fight about that little 
amount, why in God's name does he not go back and try to buy his 
tobacco cheaper ? Did you ever stop to think that that 50 cents the 
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Ways and 'Means Committee allowed us would amount to one-fifth 
of a cent a cigar, on the amount of $2.35? 

You will see in that memorandum all those figures, and I challenge 
these gentlemen here now to tell me, without seeing the brand' of the 
cigar, whether it would sell at $32 or $34. They can not do it unless 
it is a brand known to them. They can not tell whether it is $80 or 
$85 or $90. It is purely a fancy article, purely arbitrary on the part- 
of the manufacturer, whether he aslcs $80 or $85, and no one can tell 
that. I will leave you with that statement. I could go over a lot of 
these things, but 1 have stated that 1 would not take too much of 
your time. 

Senator La Follette. You are doing pretty well. Go ahead. 

Mr. Floyd. I do not want to burden you. You have been very 
patient here to-day, and my little brief will tell you all that we have 
got to say, possibly. If you will take up the other brief we sub- 
mitted to the Ways and Means Committee that will tell you our 
4ittitude. 

Senator McLean. If you want opportunity to refute any matters 
^f fact stated here to-day, you ought to have tliat privilege, because 
they have made some statements as to acreage, etc., which you might 
^ant to speak about. 

Mr. Floyd. Gentlemen, that, after all, is merely a tempest in a 
teapot. That $2.50 that we ask would be half a cent a cigar, and 
the duty we ask as an addition to the $1.85 would be one-fifth of a 
•cent a cigar. The duty that the Ways and Means Committee saw fit 
-to give us was one-tenth of a cent a cigar. Now, is that a burden ? 
Is that going to kill the industry? Is that going to stop the importa- 
tion of tobacco — one-tenth of a cigar? When they tell you here the 
enormous cost of labor and the enormous cost of raw material, I 
want to tell you right now — and those gentlemen will not deny 
it — that we can go out with honest cash and buy tobacco to-day 
cheaper than we ever could in 10 years. Is that true ? 

Mr. Cullman. That is correct. 

Mr. Floyd. Now, then, labor has come down about 20 per cent. 
You will find that all figured out for you there in that memorandum. 
Materials have come down enormously. A little over a year ago 
Porto Eican fillers were selling for $1.60 that you can buy for 60 
cents now. 

Mr. Cullman. About 70 cents or 75 cents. 

Mr. Floyd. And yet they say if you put this extra duty on 
they have got to advance the price of cigars. Isn't that funny? 
{Laughter.] It is a joke, gentlemen. When you add one-tenth of 
a cent, one of the Senators wants to stand pat. I don't. I want to 
protect. One Senator wants to stand pat 

Senator La Follettb. He is not all of the committee. 

Senator McLean. It has been stated that the importations of Su- 
matra have greatly decreased in the last month or two. 

Mr. Floyd. Yes. Do you think they are going to bring it in for 
^.35 when they think you are going to let them bring it in at 
^1.85? When the whole country is depressed, these men want to 
put the price up. 

That reminds me of a little story. I have got an oil tank out at 
jny place, and a few days ago a Standard Oil man came around and 
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said : " You had better let me fill that tank, because the price of 
gasoline is going up 2 cents." 

If thev are going in these times to advance the price of gasoline 
2 cent§, I have got no patience with them. I told that man, if you 
will pardon the expression, that he could go to hell with his advance. 

If these Sumatra men in these trying times are advancing prices, 
'I have got no respect for them. We are taking our medicine. We 
sold fillers at $3.50 last year in Florida, and I will sell you all you 
want to-day at $2.50. These Sumatra men say they have got to 
ask more, because they have got to pay more. Let me tell you they 
have a cheap class of labor, and I know something about that labor. 

Those people in Sumatra wear about the same amount of rlothing^ 
that Eve did in the Garden of Eden. They live on 15 to 25 cents 
a day and eat rice and coconut meal. You gentlemen do not want 
to ^-educe our people in this country to that kind of a standard of 
living. If you do what these people ask, you are going to reduce 
the standard of living in this country. I have veiT little patience 
with a man who in 1921 will stand up here and ask for free trade. 
I probably would make a poor politician, but I can not help believe 
that we Americans ouj^^ht to stand together as Americans. 

Senator McLean. \ou are a southern protectionist? 

Mr. Floyd. I was until I was nearly 40 years old, but now I am 
not, and I will tell you a little story about that. I appeared before 
the Ways and Means Committee with the Southern Tariff Associa- 
tion, and every gentleman, some 40, 1 l)elieve, got up and made some 
sort of an apology such as this: ''While I am a Democnit, I da 
believe we ought to have prote tion." 

I said that reminds me of a man who is a Presbyterian and believes 
in immersion. Protection is one of the principles of the Republicaa 
Party; it is a part of their faith, and when I left the Democratic 
Party I left it because I changed my faith. I believed in protection 
then,' and I do now, and I do not believe that rice ought to be brought 
in free, and I do not believe that cotton ought to be brought in free^ 
or lemons, or oranges, or any other products that we can produce iiv 
this country, and by reason of bringing them in free put our people 
in absolute competition with that class of labor. I am preaching, 1 
think, to Republicans, and 1 wish that the gentlemen from Missouri 
wore here. 

Mr. CuLLMAX. Do you know what the cost of the last crop ol 
Sumatra averaged? 

Mr. Floyd. Well, if it cost anything like what it cost us, there 
must be some bad management, because there was no increase i» 
wages. 

Mr. Ci LLMAN. There was. 

Mr. Floyd. What do they pay ? 

Mr. Cullman. They were formerly paid with Mexican dollar?, 
when they were worth 50 cents. To-day they are paid in the same 
coin, which is worth about a dollar in gold, so their wages have prac- 
tically doubled. The cost of Sumatra tobac: o last year for the entire 
• Top was 75 cents per pound 

Mr. Floyd. Finished? 

Mr. Cullman. Finished ; and shade-grown tobacco was $1.25 per 
pound finished. 
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Mr. Floyd. You liave ^ot another |?uess coming on that. 

Mr. Cullman. I took that statement from your own people. 

Mr. Floyd. Another thins:, gentlemen, that you must bear in mind, 
when we are talking about $2,60 ; you must keep in mind all the time 
that you are only protecting a very small percentage of our produc- 
tion. The Sumatra is over 15 to 20 per cent 

Mr. Cullman. There were approximately 5,000,000 pounds of 
tobacco. 

Mr. Floyd. And that is about what per cent of the crop ? 

Mr. Cullman. Not to exceed 15 per cent. 

Mr. Floyd. You are protecting us on about that per cent of to- 
bacco — about 15 per cent. What per cent do we get out of high-grade 
Habana seed 

Mr. Cullman. Is it not a fact that we raise in the United States 
about 2(X),000,000 pounds of cigar leaf? 

Mr. P'loyd. Yes. 

Mr. Cullman. And is it not a fact that you only raise 10,000,000 
pounds of shade-grown in Florida? 

Mr. Floyd. Yes ; but I want to call your attention to one thing. In 
1918 they brought to this country — the importation got down to 
about 12,000 bales. Is that right? 

Mr. Cullman. From where? 

Mr. P'loyd. From Sumatra. 

Mr. CuLi.MAN. No, sir. During the war, under the provision of 
the United States (Jovernment, there were import licenses granted 
to import 33,000 bales of tobacco 

Mr. Floyd. In 1918? 

Mr. Cullman. In 1919. 

Mr. Floyd. I said in 1918. 

Mr. Cullman. In 1919, when there was no trading between Hol- 
land and the United States, about the same amount was imported 
. direct from India to the United States. 

Mr. Floyd. I think the records show 12,000 to 15,000. 

Mr. W. L. Crounse. There were about 33,000 bales. 

Senator McLean. The quantity from the Netherlands in 1920 was 
1,512,000 pounds, and in 1921 it was 7,868,000. 

Mr. Crounse. Those importations were from Holland, whereas 
these importations were from Siunatra and Java. 

Mr. P^LOYD. Do you find the figure for 1918? 

Senator McLean. No ; it is not given. But they show a tremendous 
increase in the importation. * 

Mr. Floyd. During that time we made more cigars in this country 
than we ever made before or since. Now, I will tell you what hap- 
pened here. We were asked by the Shipping Board to come down 
and bring them figures to show exactly the status of the tobacco 
business in this country, whether there were wrappers enough, and 
whether it was necessary to use American bottoms to bring them 
in in order to save the industry. At a good deal of expense and 
trouble we got the statistics — ^you told me to go on, Mr. Chairman. 

Senator McCumber. The. 10 minutes has grown to about 15 min- 
utes already, but I appreciate the fact that it is very hard for you to 
cut your statement down. 

Senator McLean. The other side had all the afternoon. 
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Senator McCu3iber. I have an engagement at this time, and I will 
ask you to excuse me, but if some of the other Senators would like 
to stay, Mr. Floyd can continue his statement. 

Mr. Floyd. I would like you to hear what I have to say, Senator, 
and then 1 will be through. It is very short. As I was saving, we 
brought those figures at great trouble and expense before tne Ship- 
ping Board, and they gave us a good hearing and cross-questioned 
us, and in the meantime the boats of the Sumatra tobacco people 
were at the island of Sumatra being loaded. How they did that I 
do not know. 

Mr. Cullman. Is it not a fact that the department in Washington, 
recognizing the necessity of the manufacturers using the Sumatra 
tobacco, granted an import license for a certain quantity of that 
tobacco to be imported? 

Mr. Floyd. Sure; but the farce of it was, why did they have us 
come down here after they had granted that? That makes a fellow 
feel a little small when a thing like that happens. 

I think that is all, gentlemen. I thank you. 
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Schedule 8.— METALS AND MANUFACTTTBSS OF. 

Page. 

Abbott, W. H., Wheeling, W. Va., iron and steel sheets 1783 

American Brass and Copper Statistical Exchange, brass and copper 2047 

American Manganese Manufacturing Co., Philadelphia, Pa., ferromanganese. . 1649 

American Mining Congress, digest of information relating to minerals 1607 

American Zinc Institute, New York City, zinc ore and products of zinc 2067 

Association of Tin Plate Manufacturers, tin plate 1800 

Athletic Mining & Smelting Co., Webb City, Mo., zinc and zinc ore 2087 

AtkiAs, H. C, Indianapolis, Ind., steel saws 1885 

Balfour & Co. (Ltd.), Arthur, Sheffield, England, high-speed steel 1752 

Bethlehem Steel Co., ferro-alloys 1739 

Biddle, James G., Philadelphia, Pa., engineering and scientific instruments.. 1968 

Blakeman, F. T., New York City, steel pens 1889 

Boker, J. K., New York City, metal sheets and plates 1787 

Brewster, John H., New York City, crucible, electric, and alloy steels 1761 

Brile, Lawrence M., New York City, aluminum 2031 

Brion, Adolph E., New York City, ball bearings and sprocket chains 1819 

Brown, Dr. Homer C, Columbus, Ohio, dental instruments 1949 

Buck, C. A., Bethlehem, Pa., ferro-alloys 1739 

Burton, Harold H., Cleveland, Ohio, silicon metal .'. . 1633 

Campbell, J. A., Youngstown. Ohio, steel inpe, tubing, and wire products 1*07 

Central Scientific Co., scientinc instruments 1976 

Chrestensen, J. A., Franklinville, N. Y., cutlery 1929 

Crawford, E. R., McKeeeport, Pa., tin plate 1800 

Crosby, George H., Duluui, Minn., manganese ore 1669 

Crucible Steel Co. of America, crucible tool steel 1706 

Cutlery Importers' Association, cutlery 1907 

Davidson, Walter, Milwaukee, Wis., motor cycles 2023 

Day, David S., Bridgeport, Conn., iron or steel chains 1830 

Dette, William, New York City, ferromanganese 1641 

Dinkey, A. C, New York City, manganese and manganese ore 1662 

Douglas, John J., BrooklyA, N. Y., surgical instruments 1951 

Fauver, L. V. , Elyria, Ohio, motor-cycle accessories and parts 2030 

Franklin, Nelson, Denver, Colo., tungsten ore 1696 

Frasse & Co., Peter A., New York City, ball bearings and sprocket chains 1819 

Frechette, C. J., Chicago, 111., mechanical pencils 1892 

Gairoard, Camille L., Newark, N. J., scissors and shears ' 1936 

Galpin, Harris E., aluminum 2044 

Garvey, James A., scissors and surgical instruments 1952 

Gebhiu-d, E . P. , Milford , Del ., shotguns^ rifles, and automatic pistols 1984 

Geneva Cutlery Corporation, Geneva, N. Y., naon 1945 

Harley-Davidson Motor Co. , Milwaukee, Wis. , motor cycles 2023 

Hendee Manufacturing Co., Springfield, Mass., motor cycles 2026 

Henry, H. L., Geneva, N. Y., razors 1945 

Henry, J. T., Manufacturing Co., Hamden, Conn., pruning shears and hair 

clippers 1941 

Hoffman, Frank H., brass and copper 2047 

Hope, Henry, & Sons, New York City, steel window sash 2088 

Howard, John, Philadelphia, Pa., ferromanganese 1653 

Hurd, George F., Newark, N. J., welded metals 1795 

IngersoU-Rand Co., drill steel 1760 . 

Jones & Lau^lin Steel Co., Pittsburgh, Pa., structural steel 1780 

Vol. Ill I 
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Kastor, Robert N., New York City, cutlery 1907 

Ker, S. P., Sharon, Pa., hoop steel 1803 

King, W. L., Pittsburgh, Pa., structxiral steel ^ 1780 

Knjr-Scheerer Corporation, New York City, siugical instruments 1956 

Lavino Furnace Co., Philadelphia, Pa., ferromanganese 1653 

Leigh & Butler, Boston, Mass., card clothing and carding machines 1839 

Lockett, Joseph F. . Boston. Mass. , card clotnine and carding machines 1839 

Logan, John W., Philadelpnia, Pa., pig iron and scrap steel .• 1631 

McCann, William G., Springfield, Mass., motor cycles 2026 

McCulloch, R. C, Canton, Ohio: 

Ball bearings, roller bearings, and steel balls 1823 

Enamel ware 1869 

Watch movements, watchcases, and parts 2004 

Mathews, John A., New York City, crucible tool steel . . ^ 1706 

Midvale Steel & Ordnance Co., manganese and manganese ore 1662 

Milford Co., Milford, Del., shotguns, rifles, and automatic pistols 1984 

Miller Bros.* Cutlery Co., Meriden, Conn.,j)ocketknivee. 1901 

Montgomery, Qeorge M., Windsor Ix>cks, Conn., tinsel 2056 

Moxham, Elgbert, New York City, lead, tin, and tin foil 2057 

Myers, Senator Henry L., Montana, zinc and zinc ore 2087 

National Aluminum Foimdries' Association, aluminum 2044 

National Dental Association, dental instruments 1949 

Nicholson File Co., Providence, R. I., files 1977 

Ontario Knife Co., Pranklinville, N. Y., cutlery 1929 

Orr, Charles T., Webb City, Mo., zinc and zinc ore 2087 

Ott, Harvey N., engineering and scientific instruments 1976 

Pond, Wallace L., Providence, R. I., files 1977 

Potts, Charles W., Deerwood,.Minn., manganese ore 1675 

Rauskolb, F. W., gold leaf 2054 

Republic Iron & Steel Co. , f erro-aUoys 1710 

Rincrose, .T. H., Jamestown, N. Y., steel window sash 2091 

Rockwdl, Charles F^ Meriden, Conn., pocketknivee 1901 

Roifieyn, Raddiffe, Philadelpnia, Pa., ferromanganese 1649 

Ruhl, Otto, Joplin, Mo., zinc and zinc ore 2085 

Schwep, C . F^ hig^-speed steel 1760 

Sharon Steel Hoop Co., Sharon, Pa., hoop steel 1803 

Sklar Manufacturing Co., Brooklyn, N. i ., surgical instruments 1958 

Smiley, John B^ New York City, crucible, electric, and alloy steels 1764 

Smith, George Cms, Director oi the Geological Survey, letter of, in answer to 

statement of Charles W. Potts, Deerwood, Minn 2096 

Smith, Herbert W., Washington, D. C, minerals 1607 

Sovatkin, E. J., Brooklyn, N. Y^ surgical instnmients 1958 

Spencerian Pen Co., New York CSty, steel pens 1889 

Thayer, Aaron C, New York City, steel window sash 2088 

Toppine, John A., New York City, ferro-aHoys 1710 

Troxel Manufacturing Co.. Elyria, Ohio, motor-cjrcle accessories and parts. . . 2030 

United States Gold Leaf Manufacturers^ Association, gold leaf 2054 

Voorhees, Campbell M., Columbus, Ohio, anvils 1826 

Waiker, David, New York City, surgical instruments 1956 

Wallower, F. C, Joplin, Mo., zinc and zinc ore 2086 

Wiebusdi, Charles F.. Hamden, Conn., pruning shears and hair clippers 1941 

Wilmsen, B., Philadelphia, Pa., tinsel 2055 

Wiss & Sons Co., J., Newark, N. J., scissors and ahean 1936 

Wolff, E. H., New York City, zinc ore and products of zinc 2067 

Wood, Alan, Iron & Steel Co., Philadelphia, Pa., pig iron and steel scrap 1631 

Youngstown Sheet & Tube Co., Youi^ptown, Ohio, steel pipe, tubing, and 

wire products 1807 

Zi^ler, B. 0., West Bend, Ind., aluminum ware 1861 

Zolui, Emil N., New York City, watch movements, watchcases, and parts 1989 

Schedule 4.— WOOD AND MANXTFACTUBSS OF. 

Arkuflh, Reuben, New York City, mahogany and cedar logs 2112 

Auerbach, Joseph S., mahogany and cedar logs 2106 

Bergstrom, George A., Everett, Wash., cedar shingles 2130 

Case, E. E., Rayinond, Wash., cedar eidngles 2135 

Demarest, Charles H ., New York City, reed and rattan 2145 
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Schedule 4.— WOOD AND MAKUFACTXTBBS OP— Continued. 

Dodson, W. D. B., Portland, Or^., fir, spruce, cedar, and hemlock logs 2103 

Donnelly, James F. , Grand Rapids, Mich. , Chinese furniture 2167 

Ferris, William S., Elkhart, Ind., reed and rattan 2149 

Ganahl, E. F., San Francisco, Calif., reed and fiber furniture 2158 

Gerdau, Oarl^eed and rattan 2165 

Green, Fred W., reed and fiber furniture 2161 

Lane, T. M., New York City, cedar poles 2117 

McMasters Shingle Co., Kenmore, Wash., cedar shingles 2144 

Mentzer-Piaget Co., Grand Rapdds, Mich.. Chinese furniture 2167 

O'Connor-Harrison Co., San Francisco, Calif., reed and fiber furniture 2158 

Otis Manufacturing Co., New Orleans, La., mahogany and cedar logs 2114 

Padfic Timber Co., Everett, Wash., cedar shingles 2130 

PortlandChamberof Commerce, Portland, Oreg., fir, spruce, cedar, and hem- 
lock' 1(^ 2103 

Rattan and Reed Importers' Association, New York City, reed and rattan 2145 

Ryan, William A., willow and willow furniture 2164 

Sidway Mercantile Co., Elkhart, Ind., reed and rattan 2149 

Steiert, F. A. . split bamboo 2156 

Universal Willow Reed Ware Co^ willow and willow furniture 2164 

Wasserman, Samuel, New York City, broom handles 2171 

WUlard-Hawes & Co. (Inc.), New York City, mahoganv and cedar logs 2112 

Williams^ Thomas, New York City, mahogany and cedar logs 2108 

Ypedlanti Reed Furniture Co., reed and fiber furniture 2161 

Schedule 6.— STTOAB, MOLASSBS, AND MANTTFAOTUBSS OF. 

Allen, C. H., Defiance, Ohio, beet sugar 2209 

American Cane Growers' Association : 

Blackstrap molasses 2402 

Louisiana sugar 2807,2889 

American Committee on Cuban Emergency, Cuban sugar 2215 

American Cotton Growers* Association, Birmingham, Ala., blackstrap 

molasses 2898 

American Farm Bureau Federation: 

Blackstrap molasses 2383 

Cane and beet sugar 2848 

American Feed Manufacturers' Association, Chicago, 111., blackstrap 

molasses 2354 

American Steel Co. of Cuba, Cuban sugar 2241 

Arbuckl€kBros., New York City, Cuban sugar , 2208 

Atkins, Edwin F., Boston, Mass., Cuban sugar 2173 

Carey, Francis Iting, Baltimore, Md., beet sugar 2257 

Carlton, A. E., Colorado Springs, Colo., beet sugar 2303 

Chaffe, Joe B., Louisiana sugar 2307 

Chapman, George A., Chicago, 111., blackstrap molasses 2354 

Christian, Paul J., Washington, D. C, Porto Rican sugar ^ 2251 

Claiborne, Charles De B., New Orleans, La., Louisiana sugar 2343 

Craycraft, Frederic L., Cuban sugar . 2241 

Cuban-American Sugar Co., Cuban sugar 2210 

Dillingham. Frank A., New York City, Porto Rican sugar 2255 

Eastern Federation of Feed Merchants, Bullville, N. Y., blackstrap mo- 
lasses 2380 

Edgar, J. B., Memphis, Tenn., blackstrap molasses 2382 

Forsee, George H., Kansas City, Mo., blackstrap molasses 2373 

Gabaldon, Hon. Isauro, Philippine sugar 2251 

Goetzinger, M. E., New York City, Cuban sugar 2208 

Great Western Sugar Co., Denver, Colo., beet sugar 1 2264 

Hamlin, C. C, beet sugar 2297 

Hamlin, Dwight E., Pittsburgh, Pa., blackstrap molasses 2408 

Hathaway, F. R., Detroit, Mich., beet sugar 2294 

Hawaiian Sugar Planters' Association, Hawaiian sugar 2306 

Holly Sugar Corporation, Colorado Springs, Colo., beet sugar 2303 

Hughes, Walter C, candy and confectionery 2410 

Jones, Frank C, Bullville, N. Y., blackstrap molasses 2380 

Kansas Citj' (Mo.) Hay Dealers' Association, blackstrap molasses 2373 

Lippitt, W. D., Denver, Colo., beet sugar 2264 

I^uislana Cane Growers' Association, Louisiana sugar 2315 
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Manard, B. T., New Orleans, La., blackstrap molasses 2402 

McOrmick, George W., Menominee, Mich., beet sugar 2276 

Mead, Royal D., Honolulu, Hawaiian sugar 2306 

Menominee River Sugar Co., beet sugar 2276 

Michigan Sugar Co., beet sugar 2294 

Milling, Robert E., New Orleans, La., Louisiana sugar 2839 

Miranda Sugar Co., New Yorlc City, Cuban sugar 2184 

National Confectioners' Association, candy and confectionery 2410 

National Sugar Manufacturing Co., Sugar City, Colo., beet sugar 2257 

Owosso Sugar Co., Owosso, Mich., beet sugar 2274 

Oxnard, Henry T., beet sugar 2302 

Penick & Ford, New Orleans, La., blackstrap molasi^ 2402 

Pharr, Henry N., Olivier, La., Louisiana sugar 2346 

Pitcaim, Raymond, Philadelphia, Pa., beet sugar 2274 

Porto Rican Sugar Producers' Association, Porto Rlcan sugar 2251 

Robertson, L. H., Abingdon, IlL, blackstrap molasses 2397 

Rogers, J. M., New Orleans, La.: 

Blackstrap molasses 2402 

Louisiana sugar 2315 

Rubens, Horatio S., New York City, Cuban sugar 2215 

Rubino, Henry A., New York Ctty, Cuban sugar 2184 

Seay, A. F., St. Louis, Mo., blackstrap molasses 2409 

Shattuck, Edwin P., Cuban sugar 2210 

Silver, Gray, Washington, D. C. : 

Blackstrap molasses 2383 

Cane and beet sugar 2348 

South Porto Rico Sugar Co., Porto Rican sugar , 2255 

United States Sugar Manufacturers* Association, beet sugar 2269, 2297, 2302 

Wilkinson, E., Birmingham, 111., blackstrap molasses * 2398 

Wilson, Floyd M., Lamar, Colo., blackstrap molasses 2378 

Schedule 6.— TOBACCO AND HANXTFACTUBBS OF. 

American Tobacco Co., Turkish tobacco 24 19 

Aram, Alfred, Fresno, Calif., Turkish-type tobacco 2441 

Cullman, Joseph F., sr. , wrapper, filler, and scrap tobacco 2631 

Dushkind, Charles, Tiurkish tobacco 2499 

Fletcher, Senator Duncan U., !• lorida, wrapper, filler, and scrap tobacco 2510 

Floyd, Marcus L., cigar leaf tobacco .^. . . 2547 

Fox, Charles^ wrapper, filler, and scrap tobacco 2530 

McKay, K. I., Tampa, Fla., wrapper, filler, and scrap tobacco *. 2514 

National Cigar Leaf Tobacco Association, wrapjjer, filler, and scrap tobacco. 2530, 2531 

New England Tobacco Growers' Association, cigar leaf tobacco 2547 

Parker, Junius, New York City, Turkish tobacco 2419 

Pendas, E., wrapper, filler, and scrap tobacco 2521 

Shortridge, Senator Samuel M., California, Turkish-type tobacco 2433 

Tobacco Merchants' Association of the United States, Turkish tobacco 2499 
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Aluminum 2031,2041,2044 

Coils 2031 

Ware 1851,1854,1864 

Antimony 1614 

Anvils 1826 

Arsenic 1614 

Asbestos 1615 

Baling ties 1805 

Ballbearings 1819,1823 

Barbed wire 1727 

Plain and galvanized 1809 

Barytes 1616 

Bismuth 1616 

Bottle caps 2059 

Brass 2047 

Brick, magnesite 1751 

Cadmium 1617 

Calamine 2082 

Card clothing 1839,1846 

Carding machinery 1839,1849 

Chains, iron or steel: 

Anchor 1830,1836 

Commercial 1830,1835 

Sprocket 1819 

Chromite 1617 

Chromium 1750 

Clippers, hair 1941 

Copper 2047 

Cotton ties 1805 

Crucible tool steel 1706 

Cutlery 1907,1929 

Dental instruments 1949 

Electric storage batteries 1610 

Enamel ware 1860,1869 

Engineering instruments 1968 

Feldspar 1618 

Ferro-allovB 1710,1727,1739,1750 

Ferromanganeee 1632, 1641, 1645, 1649, 1653, 1659, 1728, 1750, 1810 

Ferrosilicon . . . : 1634,1637,1727,1751 

Files 1977 

Fluorspar 1916,1632,1727,1751,1810 

Gold leaf 2054 

Graphite 1619 

Gypsum 1620 

Hair clippers 1941 

Instruments: 

Engineering 1968 

Scientific 1968,1976 

Surgical , 1951,1952,1956,1958 

Iron sheets 1783 

Kaolin 1620 

V 
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Schedule 3.— VETALS AND MANTTFACTUBSS OF— Continued. 
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Lahnorlame 2055,2056 

Lead 1621,1729,2057 

Lime 1621 

Machinery, carding 1839,1849 

Magnesite 1623,1727,1751,1810 

Brick 1751 

Calcined 1632 

Manganese 1622,1662,1712,1728 

Ore 1641,1644,1662,1669,1675,1683,1750,1810 

Marble 1623 

Mechanical pencils 1892,1898 

Metal— 

Plates 1787,1794 

Sash 2088 

Sheets 1787,1794 

Metids: 

Thermostatic 1796 

Welded 1796 

Mica 1624 

Minerals: 

Antimony 1614 

Arsenic 1614 

Asbestos 1615 

Barytes 1616 

Bismuth 1616 

Cadmium 1617 

Chromite 1617 

Feldspar 1618 

Fluorspar 1619 

Graphite 1619 

Gypsum 1620 

Kaolin 1620 

Lead 1621 

Lime 1621 

Manganese 1622 

Magnesite 1623 

Marble 1623 

Mica 1624 

Molybdeniun *. 1625 

Monazite and thorium 1625 

Pyrites 1626 

Pimiice 1627 

Potash 1627 

Quicksilver 1628 

Talc 1628 

Tungsten 1629 

Zinc 1630 

Molybdeniun 1625 

Monazite and thorium 1625 

Motor-cycle accessories and parts 2030 

Motor cycles 2023, 2026 

NailB and spikes ^ 1808 

Nickel 1750 

AUoys 1750 

Malleable 1794 

Ore: 

Manganese 1662,1669,1675,1683,1750,1810 

Tungsten 1696, 1700 

Pencil leads 1898 

Pens, steel 1889 

Pig iron 1631 

Pig tin 1729,1810 

Pipe: 

Buttwelded and lapwelded 1807 

Iron and steel 1807 

Pistols, automatic 1984 
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Pocketknivee 1901, 1908, 1914 

Potash 1627 

Pruning shears 1941 

Pumice 1627 

Pyrites 1626 

Quicksilver 1628 

Razors 1908,1914,1945 

Rifles 1984 

Roller bearings 1823 

Saws, steel 1885 

Scissors 1908,1914,1936,1952 

Scientific instruments 1968, 1976 

Shears 1936 

Pruning 1941 

Shotguns 1984 

SiUcon 1633,1637. 

Metal 1634,1637 

Spiegeleisen 1659 

Sprocket chains 1819 

Statistics: 

Aluminum 2042^ 

Ware 1858-1860- 

Anvils , 1830 

Bottle caps 2060 

Calamine , 2082 

Chains, iron or steel 1836-1839 

Cutlery, table ; 1916-1926 

Enamel wa^ 1861,1876-1884 

Iron and steel — 

Industry 1731-1739 

Sheets 1784,1786^ 

Manganese ores and ferromanganese 1644 

Mechanical pencils 1897,1909 

Motor cycles 2026^ 

Pens, steel 1890" 

Pocketknives 1916-1926 

Razors 1916-1927 

Saws, steel 1886 

Scissors ; 1916-1926 

Shot|:uns and pistols 1988 

Surgical instruments 1958 

Tin 2065-2067 

Tungsten ore 1700^ 

Zinc ore and zinc products 2081-2084 

Steel: 

Alloy 1761,1764,1774 

Balls 182a 

Ball bearings 1819, 182^ 

Bessemer 1770 

Cold-rolled strips 1776 

Crucible '. 1706, 1761, 1764,a769- 

Cutlery 1952^ 

Drill 1771 

Electric 1761, 1764 

Furnace 1770 

Files 1977 

High-speed 1752,1760 

Tungsten 1774 

Hoop 1803 

Ingots 1765 

Open-hearth 1770 

Pens 1 889^ 

Plates 1782 

Roller bearings 1823 

Saws 1885 

Scrap 1631 
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VIII SUBJECT INDEX. 

Schedule 8.— -METALS AND HANTTFACTirEXS OF— Continued. 

Steel— Continued. T^m, 

Sheets 1783 

Structural 1780 

Window sash 2088,2091 

Wire 1727,1776,1808 

Sui^ical instruments 1951, 1952, 1956, 1958 

Table cutlery 1908,1914 

Talc : 1628 

Thermostatic metal 1794, 1795 

Ties : 

Baling 1805 

Cotton 1805 

Tin 1712,2057 

Pig 1729,1810 

Tinfoil ^ 2058 

•Tin plate 1800 

Tinsel 2055,2056 

Tubes, iron and steel 1807 

Tungsten 1629, 1750 

Ore 1696,1700 

Vanadium 1765,1772 

Watchcases 1989,2004 

Watch movements 1989,2004,2009 

Welded metals 1795 

Window frames, metal 2088 

Window sash , steel 2091 

Wire: 

Barbed 1727,1809 

Galvanized iron , 1808 

Steel 1808 

Wire products 1807 

Zinc 1630,1729,1810 

Blocks and pigs 1712 

Ore 1712,2067,2074,2079,2085,2086,2087 

Zinc products 2067, 2074, 2079 

Schedule 4.— WOOD AND MANTTFACTXTBBS OF. 

Bamboo, split 2156 

Broom handles 2171 

Cedar poles 2117, 2126 

Fumitiure: 

Chinese *. 2167 

Fiber 2158,2161 

Grass 2158 

Rattan 2158 

Reed 2158, 2161 

WiUow 2164 

Logs: 

Cedar 2103,2106,2108,2112,2114* 

Fir 2103 

Hemlock 2103 

Mahogany 2106,2108,2112,2114 

Spruce 2103 

Rattan 2145, 2149, 2155 

Reed 2145, 2149, 2155 

Shingles, cedar 2130, 2135, 2144 

Statistics: 

Cedar poles 2126 

Chinese furniture 2171 

Reed and fiber fimiiture 2160 

Reed and rattan 2153 

Timber 2105 

Willow 2164 
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SUBJECT INDEX. IX 

Schedule 6.— STTGAB, MOLASSBS, AND HANUFACTUEES OF. 

Candy and confectionery 2410 

Cuban reciprocity 2237 

MolaflBes, blackstrap 2354, 2373, 2378, 2380, 2382, 2383, 2397, 2398, 2402, 2408, 2409 

Reciprocity, Cuban 2237 

Statistics: 

Exports, United States to Cuba 2247 

Molasses, blackstrap 2367-2371 , 2389-2397, 2406 

Sugar — 

Beet... 2201 

Beet and cane 2352 

Cane 2313 

Cuban 2198 

Domestic and foreign 2328-2338 

Hawaiian 2205 

Louisiana and Texas 2202 

Porto Rican 2204, 2256 

Philippine r 2204 

Sugar: 

Beet 2193, 2257, 2264, 2269, 2274, 2276, 2294, 2297, 2302, 2303 

Beet and cane 2348 

Cuban 2173,2184,2194,2208,2210,2215,2241 

Hawaiian 2194, 2205, 2306 

Louisiana 2193,2307,2315,2339,2343,2346 

PhiUppine 2204, 2251, 2194 

Porto Rican 2194,2204,2251,2255 

Schedule 6.— TOBACCO AND MANTTFACTXTBBS OF. 

Cigarettes 2419,2458,2469,2500,2531 

Cigars 2524,2531 

Havana 2511 

Statistics: 

Cigarettes 2483, 2831 

Cigars 2518, 2550 

T<S)acco — 

Filler 2482 

Leaf 2549,2833 

Turkish 2484 

Turkish-type 2482 

Tobacco: 

California 2465 

Cigar leaf 2547 

Connecticut leaf 2435 

Filler 2510,2514,2521,2530,2531 

Havana '. 2521, 2531 

Java 2531 

Leaf 2540,2544 

Scrap 2521,2530,2531 

Sumatra 2531 

Turkish 2419, 2433, 2499 

Turkish-type 2441 

Wrapper > 2510,2514,2521,2530,2531 

Sumatra and Java 2513 
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